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Abstract. Previously unknown basic statistics are obtained about the opera-
tions of the London Stock Exchange (LSE) in early Victorian times. Integration
of data from the Bank of England Archive with price reports, press coverage,
and other sources produces estimates for volume of transactions, distribution
of earnings among dealers, efficiency of the market, and the coverage of avail-
able price lists. For example, it is found that for some securities, prices were
reported for under 20% of transactions. The LSE was surprisingly small and
by some measures also surprisingly efficient. Much of its efficiency appears to
have come from its deep involvement in the “shadow banking system” of that
era, a connection that appears to have been misunderstood and almost com-
pletely neglected in the past. The low levels of activity, the dominance of small
investors, and low cost of the system show the very early stages of the “fi-
nancialization” of the modern economy and provide interesting perspectives on
modern developments.

1 Introduction

The importance of the early Victorian period for the development of finance in Britain (and
thereby, directly or indirectly, for the rest of the world) is widely recognized. However, not
all aspects of that period are known well. As one example, recent moves by central banks
have led to the appearance of negative interest rates, which are commonly claimed to have
been regarded as impossible in economics. But while this claim may well be correct, it
reflects ignorance of the negative interest rates that could be observed for some time in
Britain in the 1850s, even though it was on a strict form of the gold standard1. Similarly,
the wide acclaim for behavioral finance schemes that induce certain types of behavior from
investors, and the description of them as novel, neglects the experiments in this direction
by the British government in the 19th century.

Aside from the amusing, although instructive, examples cited above, there are far more
serious gaps in our knowledge of early Victorian finance. The two key institutions were the

1 See, for example, Economist, 19 Feb. 1853, p. 205, and 11 June 1853, pp. 641–42.
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Bank of England (BoE) and the London Stock Exchange (LSE). Both have been subjects of
intensive research. However, while the coverage of BoE is comprehensive, that of the LSE is
lacking in many respects2. We have careful treatments of the institutional development of
the LSE, of its dual governance structure, and of its internal self-regulation, for example.
We also have some quantitative measures of the LSE, such as the number of members
and the capitalization of securities traded there. What we lack are various other important
statistics, such as the volume of trading, the capital employed by LSE members, or the cost
of the LSE to the economy (and thus this institution’s contribution to the financialization
of the UK). We also lack information about the accuracy and comprehensiveness of the
price lists that were published. These gaps in our knowledge reflect to a large extent the
LSE’s decisions not to collect, or even to suppress, such information. This was driven, as
often happens, by traders’ desire for opaque markets. The LSE was a closed institution,
where reporters and other outsiders were not admitted. It even had a special cry, “fourteen
hundred,” that was raised when it was suspected that an interloper was in the building,
as a signal to hunt and expel him ([18], p. 331). Kynaston commented that the lack of
publications about internal LSE proceedings was “merely part of the larger aura of secrecy
and anonymity that has traditionally surrounded the activities of [LSE],” and that in
particular “the world of jobbing [that of the dealers who bought and sold securities to
brokers, and thus made the market, see Section 2] remains an unpenetrated mystery”3.

This paper begins the task of penetrating some of the outstanding LSE mysteries, espe-
cially those concerning the jobbers. We learn not just many of their names, but something
of their roles and styles of work. The research reported here concentrates on the mid-19th
century but has implications for other periods, and can be extended to obtain similar es-
timates in those other times. The main previously unexploited source of information that
provides the basis for this project are the records at the BoE Archive of trading in British
government debt, which dominated LSE activities in that period. These records have been
known to scholars for a long time (cf. [10]), and have been utilized extensively for the
period around the South Sea Bubble of 1720 by various investigators, such as Carlos and
Neal [8], and by Carter [9] for the mid-18th century. However, those from the 19th century
seem to have been neglected. This may have been due to the sheer volume of material,
since, as a result of the huge growth in British national debt in the period around 1800,
they cover around a quarter million accounts at any time during the 19th century. For
example, Morgan and Thomas in one of the main modern histories of the LSE commented
that “an exhaustive study of [BoE records] would be impossible” because of their volume,
and were satisfied with a sampling done for them by the BoE archivists “for the year 1802,
in itself a formidable task” ([35], p. 66).

An exhaustive study of BoE records might be possible in the future as a result of
improving technology. While the records are all hand-written, often in barely legible script,
they are largely in structured form and written by a small number of clerks. Hence it should

2 The main recent book-length treatments of the LSE are [30,34,35], and earlier works are represented
by [15,16,17,18,43,44], although this is only a small sampling.

3 [30], pp. 16, 24. It should be noted that since Kynaston wrote those words, very valuable work on jobbers has
been published by Attard [5,6]. But it is still primarily qualitative, and based primarily on reminiscences of 20th
century jobbers.
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be possible to write specialized OCR (optical character recognition) software to digitize
them with limited amount of human labor. But that will still take time and substantial
resources. In the meantime, this paper shows that one can extract useful information with
manual labor by either digitizing completely small collections of records, or by extracting
statistics from larger sets. Although various records were used, and are cited in the paper,
the main results come from study of two large data sets that were prepared using those
two strategies. One is that of all transactions and holdings of the South Sea Old Annuity
(SO), which is described in Section 6, from October 1838 to 1854, when this security was
abolished. Digital transcriptions of those records are publicly available at

http://www.dtc.umn.edu/∼odlyzko/19finance/index.html

SO was a small and obscure financial instrument, when compared to several of the larger
and better known British government bonds, but it was large compared to most private
company capitalizations. Hence patterns of investments and trades in SO probably do
provide some indication of the behavior of the joint stock securities that came to dominate
LSE activities.

The other large data set that was obtained is a collection of less detailed statistics on
trades in Consols (CA) in the period 1837–36 by jobbers and other active traders. CA was
the largest and most prominent of the British government bonds in the 19th century, and
by itself amounted to over a third of the capitalization of all securities trading on the LSE
well past 1850.

The BoE transfer records were integrated with the market transaction prices that were
obtained from the standard source for such data, namely the Course of the Exchange,
(CoE). In addition, various other published sources were drawn upon. So were the unpub-
lished manuscript archives of C. Hoare & Co., the oldest bank in England. In the economic
history literature, this institution gained prominence through the work of Temin and Voth,
who showed it rode the South Sea Bubble of 1720 to substantial profits [48]. Its general
reputation has been as one of the genteel West End banks, catering to a clientele drawn
from the aristocracy and upper middle classes. This project shows that it was also a key
player on the LSE and in the short-term money market4. This unexpected finding is con-
nected to the important and severely underappreciated role the LSE played in the money
market. While there are many references in the contemporary literature to this role, it
appears to have been neglected or misinterpreted by most scholars of British banks and
of the British “shadow banking” system. Even Bagehot does not mention it in his famous
Lombard Street [7]. A very illuminating source of information on this topic turns out to be
the 1842 report of the Royal Commission on the notorious Exchequer Bills forgery which
came to light in late 1841 [50]. This report appears not to have been investigated by any
modern scholar of the LSE, most likely because forgery of a short-term government instru-
ment did not seem relevant to any larger issues5. In fact, though, this Blue Book’s 450 or

4 In this paper, the term money market is used in the modern style, to denote short-term transactions. In the
early Victorian times, it usually also included gilts, and a common title for the financial column of a newspaper
was “Money market and City intelligence,” with City denoting the City of London, the commercial and financial
hub of the London metropolitan area.

5 The only modern work that appears to have used this report was the book by Klaus [29], which is focused on
general investment fraud issues and not on the LSE itself.
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so pages of evidence are concerned primarily with the internal functioning of the LSE6,
especially its role in accommodating short-term money flows. Among the instructive and
amusing items there is a description of how members of the LSE looking to get funds would
shout on the floor “Borrow money, borrow money” ([50], Q. 311). More important, but
related, was the ability of LSE to move funds around quickly. The other parts of the British
banking and shadow banking systems moved ponderously. As an example, all important
decisions at the BoE were handled by its board of directors, which, except for crisis times,
met once a week. The LSE provided much greater flexibility, and the interest rates there
varied not just daily, but hourly, cf. [50].

An important feature of the LSE’s role in the London money market might turn out
to be the ability to obtain precise quantitative measures of some parts of it, namely those
that involved use of gilts as collateral. Such measures have proved impossible to obtain
for any part of the British financial system other than the BoE. But this will require
much more work to elucidate. This paper only does some very preliminary studies on this
topic. However, those studies are essential, since shadow banking did account for a large
fraction of LSE transactions. Therefore it is necessary to estimate them in order to obtain
measures of the LSE operations that have been the traditional focus of studies, namely
those associated with long-term investments. It appears that the jobbers were able to
operate with relatively small capital precisely because they could draw on the much larger
holdings of some large financial operators, who used those long-term securities primarily
as collateral for money market dealings.

The findings about the shadow banking role of the LSE are preliminary and very ten-
tative. Hence, more than anything else, they point to the need for more research on this
topic. On the other hand, other results of this project are far more definitive, even though
they often give rise to new puzzles. In particular, the integration of data on SO transactions
with Course of the Exchange prices provides the first ever quantitative measure for the de-
gree to which published reports reflected actual market activities. The estimate that under
20% of the market transactions showed up in price lists is necessarily a very rough one,
since it fluctuated from year to year even for SO, the only security for which data has been
collected so far. But it serves as a useful guide and a reminder that the lack of published
prices did not necessarily reflect lack of market activity, as has sometimes been asserted in
the literature. The price lists that have been the basis of all previous studies of Victorian
markets provide just episodic evidence of the business that was done. This estimate almost
surely applies also to later parts of the 19th century and to other securities.

The estimates for turnover at the LSE, the capitalization of LSE members, the bid-
ask spreads on some small securities, and other statistics on LSE operations are all new
contributions of this paper. One surprising conclusion is that the core of the LSE was a
very small operation. In particular, the jobbers, who were often depicted in contemporary
literature as powerful and shadowy agents who manipulated the markets to shamelessly
despoil the public (as in the title of [1], to take just one minor example), appear to have
been a relatively small group of not very affluent but very hard working specialists who

6 For devotees of social network analysis, this report is is an outstanding early example of such work, as it delves
into relations among the many witnesses and the diffusion of information among them.
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fought over a small flow of orders from the public. While many probably did have high
earnings, most seemed to have to work hard to put bread on the table, as the large operators
among them had a disproportionate share of the business. David Ricardo’s famous comment
([47], pp. 149–151) about his fellow jobbers, that few “have much knowledge of political
economy, and consequently they pay little attention to finance” is consistent with the
observed behavior. They seem to have reacted quickly to news or rumor that might affect
prices, but did not engage in strategic arbitrage, and strove to turn over their holdings
as rapidly as possible. But there were other LSE members who did not behave like most
jobbers, and appeared to carry out a variety of arbitrage and other operations, and thus
made that market more efficient. (It should be said that just one example of that species
has been documented, namely William Hammond the Younger, who shows up in several
sections, and has Section 20 devoted to him.)

The British financial markets in the early Victorian times had huge capitalization,
due primarily to the national debt that had accumulated in a century and a quarter of
incessant wars that only ended with the Battle of Waterloo in 1815. But this capital was
largely inert, as had been reputed historically, and as this paper confirms quantitatively.
There were also rapidly growing banking and insurance industries, yet both were small
by modern standards. Therefore the British financial industry, while very sophisticated
(“[a]lmost all the principal services provided by today’s City and today’s Wall Street were
then available in London,” in the words of some modern scholars, [24], p. 184) was only
a small tail on a large and somnolent dog that could not be wagged easily. One of the
key historical questions that the research of this paper should shed some light on is the
extent to which the small LSE, the bridge between the large but immobile capital residing
in gilts, and the more active finance sector, helped induce movement of that sleepy capital
into joint stock investments in finance, commerce, and manufacturing.

The early Victorian financial markets differ by several orders of magnitude from ours
in speed and complexity. Yet they provide interesting perspectives on modern times, since
the basic laws and institutions were essentially the same, and so were the basic financial
instruments. So differences can be probed for indications of different approaches to the
same problems. We can marvel at the early Victorians tolerance of various types of ineffi-
ciency. For example, Charles Darwin’s early investments were all in illiquid mortgages that
presumably required unmeasured costs to find, negotiate, etc.. On the other hand, Dar-
win’s contemporaries would surely claim that from their point of view the most striking
efficiency in the modern world is the one with which the financial sector extracts value
from the rest of the economy. James Gilbart, a prominent banker and writer on banking
in mid-19th century claimed ([21], p. 18):

A banker need not be a man of talent, but he should be a man of wisdom. ... He need
not possess any one remarkable quality by which he is distinguished from the rest
of mankind. He will possibly be a better banker without any of these distinctions.
It is only necessary that he should possess a large portion of that practical quality
which is called commmon sense.

This might seem hopelessly outdated in our days of “Masters of the Universe” bankers, but
if we consider the recent recommendations of Mervyn King [26], who was head of the BoE
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during the world financial crisis of 2008, they would basically take us back to Gilbart’s
view that banking should be boring and safe. And Gilbart, were he to come alive and had
a chance to look back at the last century and a half, would surely wonder what possessed
the world to disregard his advice.

While there are many potential implications of the findings of this project for the history
and current evolution of the financial system, this paper does not deal with them. (For
example, it does not attempt to address the questions raised in [13,38] about comparative
advantages of LSE versus other countries’ stock exchanges.) What it presents is primarily a
progress report on the ongoing study, detailing some of the new findings that are emerging
about the LSE. It is not meant to stand alone as an introduction to the LSE, and is best
regarded as a supplement to some of the existing studies, especially those of Kynaston [30],
Michie [34], and of Morgan and Thomas [35].

The next few sections provide a brief overview of the LSE and the main securities that
traded there in the mid-19th century. Then Section 4 describes the main source of new
data for this project, the stock ledgers in the BoE Archive. This is followed by a review
of the sources for security prices on the LSE. Section 6 starts by reviewing the South
Sea Company (SSC) and its securities, and that is followed by the results of the detailed
investigation of trading in one of those bonds, the South Sea Old Annuity (SO). Section 12
is the first of several that consider trading in Consols and other large bonds. Section 16
starts the consideration of the British banking and shadow banking systems, and of LSE’s
role in them. At the end, there are some sections on the various roles that LSE members
played, on the Hoare bank and its large presence on the LSE, and on William Hammond
the Younger, who appeared to be a unique and very influential actor at the LSE. The final
section has the conclusions.

2 LSE members

The membership of the LSE grew to about 800 in 1850 under the influence of the expansion
of equity investments during the Railway Mania. It then stabilized, and started growing
again in the 1860s, with almost 5,000 members in 1900. The two main categories of members
were brokers and jobbers (or dealers). Brokers dealt with outside customers. The basic mode
of operation was for brokers with orders to buy or sell from their clients to come to the
floor of the LSE and solicit quotes from jobbers. They would ask for such quotes without
revealing which side of the trade they wanted to execute, and the jobbers would respond
with their buy and sell prices, with the bid-ask spread, then called the “turn,” giving them
the margin of profit7.

By the end of the 19th century, the LSE began strictly enforcing the rule that members
could be either brokers or jobbers, but not both. But even before that, combining the two
roles, with its obvious potential for conflict of interest, was frowned upon, and seemed to
be practiced only in the more exotic securities.

As this paper shows, there were many members of the LSE that did not fit neatly the
broker/jobber dichotomy, in particular some of those who were engaged in the short-term

7 For gilts, jobber offers were binding for amounts up to £1,000. In practice, the first interaction between a broker
and a jobber was often just the prelude to a lengthy negotiation for a deal with special conditions.
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money market transactions. Still, one of the major puzzles that emerges from the research
of this paper concerns the activities of LSE members. It appears that most of them must
have done very little LSE business, and perhaps only occasionally dropped in. This is
discussed in some detail in Section 19.

3 LSE securities

The LSE as a formal institution opened in 1802 and its founding document specified that it
was “for the transacting of buying and selling the Public Stocks or Funds of this kingdom”8.
This was natural, as there were very few other tradable securities (although some that
existed were traded at the LSE). This started to change around 1822 with the arrival
of large loans to foreign governments, and later with joint stock company shares, most
prominently of railways. By the end of the 19th century, British national debt was a small
part (under 15%) of the capital traded on the LSE, although it did represent its stable core.
However, as late as 1853, it represented about 70% of the nominal value of all securities
quoted on the LSE ([34], pp. 88-89), and around 1840 this fraction must have been around
85%.

Table 1. Some British 3% gilts in 1848.

Nominal values of outstanding debt administered from London in each
security, as well as the number of accounts and the average value of an
account. Data from Parliamentary Papers 1849 [1102] [1124] LIV.1 and
(for SO accounts) from Bank of England Archive, as described in this

paper.

gilt capital in millions number of average
of pounds sterling of accounts account size

Consols (CA) 371.82 120,392 £3,088
Reduced (RA) 121.92 37,619 3,240
1726 Annuities (B1726) 0.75 360 2,084
South Sea Old Ann. (SO) 3.20 1,264 2,525
South Sea New Ann. (SN) 2.20 - -
South Sea 1751 Ann. (S1751) 0.50 - -

British national debt was composed overwhelmingly of perpetual annuities, which could
be redeemed by the government by paying the nominal value, but could not be cashed in by

8 Deed and Settlement of the Stock Exchange, 27 March, 1802. Guildhall Library.
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investors otherwise, except through market sales to other investors. These annuities will be
called gilts in this paper, using modern terminology, even though this usage is anachronistic.
Until the 1860s, they were strictly book-entry securities, and were often referred to as
“Public Stocks” or “Funds,” as in the passage cited above, or similar expressions. Records
of holdings and transfers were maintained at the BoE and SSC. Prices and transactions
were universally cited in units of nominal (par) value £100, although transactions could
be, and were, carried out in amounts as low as one old English penny (1/240-th of one
pound). (In this work, to improve readability, figures are presented in a decimal format,
and are usually rounded either down or to the nearest pound, and sometimes even in larger
quantities.)

Equity investments in the BoE and the SSC were also book-entry securities, and were
also referred to as “stock,” quoted in units of par value £100, and also almost infinitely
divisible. However, to distinguish them from annuities, and to conform to modern usage,
they will be referred to as shares of par value £100 in this paper.

The main British government long-term securities that existed in mid-19th century and
paid 3% annually are listed in Table 1. This listing is dominated by the two “major” gilts,
CA and RA, both of which dated to the 1750s. There was another major gilt in 1848, which
paid 3.25% per year at that time (a rate that was scheduled to drop down to 3% at the
end of 1854). Its capital was £215.7 million at the start of 1848, and it had been created
in 1844 through the conversion of four annuities that had been paying 3.5% annually.

There was also £3.66 million of capital of the South Sea Company that was a perpetual
loan to the government at 3%. Investors owning it received 3.5% from the interest paid by
the government and some other earnings of the company. The BoE was the most prominent
joint stock company, and had nominal capital of £14.5 million. Of this capital, £11 million
was on loan to the government at 3% per year, but other earnings allowed the BoE to pay
its investors dividends of around 7% per year in the 1840–55 period, with the result that
its market capitalization was usually in the range between £20 and 30 million.

It was only in the 1850s, after the huge expansion of the Railway Mania, that a few
railways started to rival the BoE in market capitalization. For example, in 1854, the largest
company in that industry, the London and North Western Railway, had equity capital of
about £22 million, valued in the market at about par, and about £9 million of debt,
at a time when the BoE equity was valued at about £30 million. The vast majority of
railways, and all joint stock companies in other industries had capital far lower, lower even
than that of the SSC. Hence in spite of the many differences between SSC annuities and
private enterprise securities, patterns of investment behavior or of reporting of prices that
we observe for SO were likely similar to those for joint stock company equities.

There were several material differences between government annuities (as well as BoE
and SSC shares) on one hand and most joint stock or foreign securities. The former were
free from any taxes or transaction fees, with the costs of handling and processing the
records paid for by the government9. For the latter, there were transfer fees as well as a
stamp tax, which was about 0.5% of the transaction amount.

9 In the case of BoE and SSC shares, there were no taxes, but the companies levied minor transfer fees.
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Even more important, most government annuities traded only “for money,” meaning
that payment was due immediately on sale. In practice, this occasionally meant settlement
in one or two business days, especially since it was only on some days of the week that the
BoE and SSC recorded transfers without charge, and on others a fee had to be paid. This
means that the date of transfer, as available to us from the ledgers of the BoE and SSC,
is sometimes a day or two after the transaction, whereas the transaction price, if it was
recorded, is given on the day the deal was struck.

For joint stock and foreign securities, trading was done “for account,” to be settled at
the two account days in the middle and end of each month. There was one government
annuity that also had trading “for account,” in addition to “for money,” and that was
the largest and most important one, Consols, or CA10. There were 8 CA account days per
year until the middle of 1848, when a system of monthly account days was introduced. In
addition to their stated purpose of settling CA deals, CA account days were also used to
settle a variety of short term financial transactions in London.

The balance between trading “for money” and “for account” in CA is an important
open question that is discussed later. Some indications are that they were comparable, while
others suggest that “for money” deals dominated. This is important in evaluating the data
in the BoE ledgers. Those ledgers only record actual transactions in a given security. A
deal “for account” could be carried from one account period to another, and could be sold
by multiple parties in the meantime and would only result in a record visible to us when
and if the transaction was carried out. In addition, jobbers dealing “for account” could
in principle operate with very little capital, and in some securities at the end of the 19th
century this was common, cf. [30]. To operate “for money,” on the other hand, jobbers had
to have an inventory of a given security in their names in order to be able to sell. Both the
BoE and the SSC had rules that the same security could not be transferred more than once
in a day, so the most that a jobber could sell of SO in a given day, say, was the amount he
had at the start11. Hence trading in almost all gilts, including CA “for money,” did require
substantial capital.

In mid-19th century, gilts (as well as other securities) had periodic “shuttings” when
registration of transfers was suspended to allow custodial organizations to prepare the
payment of interest, which occurred on January 5 and July 5 for some gilts (in particular,
CA, SN, S1751, and B1726), and April 5 and October 10 for others (such as RA, the
3.25% annuity, and SO). Those shuttings had been as long as 6 weeks at the start of the
century, but were shortened as time progressed. Eventually they were eliminated entirely
by introducing an ex-dividend day about a month before the interest was due, and allowing
continuous trading. But that only happened in 1861, so is not relevant for this paper. One
of the major advantages of CA until 1860 was that, with trading for account, it could be
traded on the LSE at any time, although in a limited way during shuttings.

10 There was also trading “for account” in BoE shares. Later in the 19th century there were others, too.
11 Some exceptions to this rule were found in the SO ledgers. All seemed to be cases where a new owner acquired

the security and immediately sold it. Whether officially or unofficially, the SSC seemed to allow this to happen
in one day, as the risk of fraud in such cases was minimal.
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Organized exchange trading in gilts in Britain in the 19th century itself took place only
at the LSE12. However, trading even in London was not restricted to the LSE, since BoE and
SSC accepted all validated transfer instructions, and their ledgers carry no indication where
a deal was agreed. A frequent place for transactions (even by LSE members) was, until
1838, the Rotunda of the BoE. There was also some trading on the Royal Exchange [34,35].
In the 18th and early 19th century, there seemed to be strong popular interest in bypassing
the financial intermediaries that were perceived as being extortionate and corrupt, as can
be seen by the large number of editions of the book [36] that were published. That agitation
appears to have died down as the 19th century progressed. There were practical difficulties
to bypassing brokers, since the BoE required that its clerks had to personally know the
people executing transfers. That meant small investors pretty much had to go through a
broker. However, their brokers could bypass the jobbers, and there are many contemporary
references to brokers doing this. It is likely that this happened primarily for frequently
traded securities such as CA, and it would take much more detailed investigation than has
been carried out so far to detect this in the CA ledgers. For an illiquid security such as
SO, such transactions were much less likely for small amounts. However, this paper shows
that quite a few of the large transactions did bypass the jobbers, both to save on the
jobber bid-ask spread and because some of those transactions exceeded the capacity of the
jobbers.

4 Bank of England (BoE) Archive

The main source for this paper are the stock ledgers preserved in the BoE Archive. There
are over 7,000 volumes in this series, cataloged under reference number AC27. They record
the holdings in the securities administered by the BoE between 1694 and 1963, including
those of BoE shares, as well as of the SSC annuities13. These ledgers also include a certain
number of index volumes, so-called ‘alphabets’ and ‘double alphabets.’

While a variety of the stock ledgers were consulted, and some will be cited, the main
statistical information comes from

– AC27/6533 and AC27/6534, which contain the complete record of transactions in SO
from October 1838 to the abolition of this security in 1854

– AC27/2693 through AC27/2703, which contain almost all transactions of jobbers14 and
other active traders in CA from July 1837 to July 1846

Both BoE and SSC ledgers were made of high quality paper, and with careful custody
by the BoE Archive, there has been little physical deterioration. However, the BoE had
considerable difficulty in finding candidates for its generally prestigious and desirable clerk
jobs who could write legibly, as is described in [37]. Hence the handwriting is often hard

12 There was also a gilts market at the Dublin Stock Exchange in Ireland which was created even before the LSE
was set up in its modern form in 1801–1802 [49].

13 The SSC annuity ledgers were transferred to the BoE when the SSC was dissolved in the late 1850s. Unfortu-
nately, the ledgers for SSC shares appear not to have been preserved.

14 The main exception was a substantial collection of jobber records that ended up, undoubtedly through a mistake,
in a general investor ledger AC27/2138. They were incorporated into this dataset.
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to decipher. Even more serious is the lack of good indexing. The SSC ledgers for the 19th
century cover a relatively small number of accounts, and have good cross-referencing of
entries, so are relatively easy to work with. The BoE ones pose a much greater challenge,
even aside from the far greater number of accounts (about 100 times as many for CA as
for SO). BoE archivists have written some guides to the rather idiosyncratic indexing that
is used there, but those are just rough guides, as the BoE clerks seemed to exercise a fair
amount of discretion in the procedures they followed. Fortunately, starting in 1798 for CA,
and later for the other major gilts (and in 1845 for BoE shares), the BoE started using
separate stock ledgers for jobbers. Those “jobber” ledgers also include information about
transactions of some other frequent traders, as will be discussed later. Such ledgers are of
great help in quickly extracting information about the dealings of agents they cover.

The statistics for CA trading that are reported in this paper are mostly high level aggre-
gates, described in Section 12. More detailed information about CA and some information
about other BoE gilts is in preparation.

All the transactions in SO from October 1838 to 1854 have been transcribed, and are
available online at

http://www.dtc.umn.edu/∼odlyzko/19finance/index.html

In the near future similar transcriptions will be completed for the other SSC annuities, SN
and S1751, as well as for the minor BoE annuity B1726. The SO financial data has been
checked fairly carefully (considerably more carefully that for CA), and includes names on
accounts (which were not checked as carefully as the dates and amounts of transactions).
The account lists can be used for studies that have not been pursued yet, such as those of
gender in investments. The SSC ledgers have more information than has been transcribed,
such as addresses of account holders, and in many cases information about their status
(’banker,’ ’spinster,’ retired Royal Navy officer, and so on), as well as about executors in
cases of death. That information could be transcribed with modest additional effort and
used for further studies.

5 Price and volume data

Price reporting that is examined here is that of the Course of the Exchange, designated
as CoE. Until the appearance of the London Daily Stock & Share List in 1867, it was the
most complete and most authoritative source of information about actual transactions in
gilts, and is the most frequently used source for LSE price data in modern studies of the
mid-19th century. The CoE was published twice a week, on Tuesdays and Fridays, after
the close of business on those days. For almost all British joint stock company securities,
each issue would have a single entry reporting trading on that day and the two preceding
trading days. For gilts, though, each issue had separate reports for each of those three
days. The CoE was a private venture of the Wetenhall family, but, as it claimed most of
the time, it was “Published by authority of the Committee of the Stock Exchange,” and its
accuracy was scrutinized to some extent by that committee. The data in it was taken from
the Official List of the LSE, which consisted of transaction prices reported by members.



12 Andrew Odlyzko

The CoE did not report all transactions, just representative ones throughout each day,
ones that showed how prices moved. Only actual prices realized were reported, not closing
quotes, which often could be found in various papers in more or less systematic ways.
(The Economist will be used here, as it has been in most of previous studies.) There were
attempts to introduce spurious entries (although probably seldom for gilts) into the CoE,
and there were typos in what was printed, with only occasional errata being published.

The Official List and the CoE did not have complete records of prices for the LSE,
and of course none at all for transactions concluded outside the LSE. Only transactions
reaching certain thresholds (£500 in par value for gilts) were eligible for entry, and only
if they were carried out during the official hours of the LSE15, whereas some trading took
place both before and after. The most serious defect of the LSE price reporting system,
though, is that it was optional. There was no requirement that anything be reported. This
was a frequent source of complaints, cf. [16,30,52], and gave rise to the question of just
what purpose the system served. “[I]t is said that many [broker] members only record [the
price] when they feel they have made a bad bargain, and want to convince the outside
client that the stock has actually been dealt in at that price” ([16], p. 48).

Another deficiency of the Official List and the CoE is that they had no data about the
sizes of transactions. Only prices were reported and recorded, and there was no indication
whether those were prices of sales or purchases by jobbers. Even knowledgeable insiders
had only vague estimates of the turnover rates. In 1877, Mihill Slaughter, who was head
of “essentially a statistical department of [the LSE],” testified that some LSE members
thought the volume of non-gilt transactions was several times higher than his best estimate
([52], q. 955ff). This is noteworthy, since his was not an ad-hoc estimate in response to
a question from the Royal Commission that was questioning him, but something he had
thought about before, and discussed with members of the LSE.

When the LSE Clearing House was created in 1874, initially for only a few securities
and with only a few members, it provided statistics on its activities, which Giffen analyzed
to get some information about the nature of LSE business [19]. However, soon thereafter
all information releases from the Clearing House ceased (cf. Giffen testimony in [52]), most
likely in order to deny ammunition to those critics of the LSE who claimed it was not much
more than a gambling den, “that most fruitful cause of crime and misery” [3]16.

6 The South Sea Company and its securities

The South Sea Company (SSC), which was central to the South Sea Bubble of 1720,
continued to exist until the 1850s. By that point it was basically just an agent for the
administration of the three annuities, SO, SN, and S1751, whose volumes in 1848 are listed

15 The official LSE hours were originally 10 am to 4 pm on all six working days of the week, and applied through
the 1830s. They were then gradually reduced, so that by the mid-1850s they were 11 am to 3 pm on Mondays
through Fridays, and 11 am to 1 pm on Saturdays.

16 The cited source, as well as most other critics, attacked primarily “time bargains,” or what were essentially
futures transactions “for account.” It was the high volume of total transactions passing through the Clearing
House, as opposed to actual final transfers of the underlying securities, that aroused the critics’ ire, as it was an
indication such morally suspect deals were common.
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in Table 1. All paid 1.5% twice each year, with SO interest dates being 5 April and 10
October, and those for SN and S1751 being 5 January and 5 July. Thus SO matched RA
in payment dates, while SN and S1751 (as well as SSC shares) matched CA. Hence we
might expect that SO pricing might track that of RA, while SN and S1751 prices would
follow that of CA. And that is what we find, but with discounts that were fairly stable over
periods of months and even years, but did vary over longer periods. The tables contain all
the prices for SO that were published in the CoE from 1838 through 1854. For each day
that a price for SO is available, the final price for RA listed in CoE for that day is given.

The most labor-intensive part of this project, and the one that is key to most of the
results, was the transcription of all transactions in SO from October 1838 (when new ledgers
were started) to its abolition in 1854. These transcriptions are available online. Most of
the statistics reported in this paper exclude transactions that took place in 1853 and 1854.
The reason is that in April 1853, Gladstone, at that time the Chancellor of the Exchequer,
proposed the abolition of the SSC securities, and his plan was quickly enacted into law by
Parliament. This led to an extremely high rate of turnover, with many financial operators
entering the market, as these securities became short-term ones. Thus those transactions
are of an entirely different character from the ones that are the focus of this paper, so
will not be considered further here. But there is much that can be learned from them.
As just one small example, the overwhelming majority of investors in SO (72%), with a
similarly overwhelming majority of its capital, opted to be repaid in cash in April 1854
instead of taking one of the conversions offered to them by Gladstone. Payments could be
received starting on 6 April 1854, and, as one might expect, most of the large and financially
sophisticated operators did get their money that day or the next. But there were many
investors who delayed, including some (about one third of the total, with about 10% of the
cash) who had still not collected their money by the end of May 1854, when their accounts
were turned over to the BoE, at which point we lose track of their fate. (No interest was
paid on money that was due but not collected, so there was an obvious incentive to act
fast.) The Court of Chancery, which had by far the largest balance, £257,000, or about
13% of the cash that was due (mostly on behalf of numerous trusts it was administering),
took two and a half weeks to collect. This confirms its general reputation for corruption
and inefficiency, and for representing “dumb money” at the LSE. But the fact that only
half of the cash had been collected in the first 10 days that it was available suggests there
was some combination of poor information diffusion, the usual procrastination, and likely
some cultural inhibitions that were at work to cause this delay. The date cash was to be
available had been known for a year.

Much of the work reported in this paper is devoted to SO pricing. Had the 3% gilts all
been irredeemable, their fundamental economic values would have been the same, as they
were all backed by the full faith and credit of the British government17. However, there

17 The institution of national debt in Britain around 1700 is well known to have been a crucial step in the evolution of
the modern fiscal and financial systems. However, although Parliament was backing all the debt, there continued
to be some differences in terms of the primary designated sources for payment. Even when Pitt’s Consolidated
Fund was set up in 1787 to provide a unified account for all national debt payments, the enabling legislation,
27 Geo. III c. 13, declared that interest on all debt was to be paid, but that administered by the SSC would be
paid first! This was to avoid violating the promises made to the SSC early in the 18th century.
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were two widely recognized reasons why the price of SO might not match that of RA, for
example18.

One possible reason for a discount on SO was liquidity. While some (including Keynes)
have regarded the value placed by investors on liquidity as unjustifiably high, an exam-
ple of a behavioral finance aberration, this high valuation is widespread. Therefore it is
not surprising that it might affect the pricing of SO adversely. And that is what many
contemporaries claimed led to SO trading at a substantial discount to RA.

The other reason that was cited for higher prices for RA was concern about early
redemption of SO. The volume of SO (and the other SSC securities, including its shares)
was so low that the government could redeem it easily at any time after 1830, say. On the
other hand, RA capital was large, so redeeming it presented substantial obstacles. In the
1844 conversion, which involved four annuities with total capital about twice that of RA,
the government offered investors 2 to 3% more than it was obliged to, in order to get them
to agree to the proposal and not insist on being paid off in cash. In that case, only two of
the four annuities had large capital, but the government offered the same generous deal to
owners of all four. But there was no guarantee it would always do so, and it did not follow
that precedent with the SSC. When Gladstone decided to do away with SSC securities in
1853, he forced SSC securities’ holders to accept either cash or some new securities, while
the holders of CA and RA had the option, but not the obligation, to take part in the
conversion19.

There are reasons for questioning both of the cited reasons for the discount on SO
compared to RA, similar although weaker than the reasons for questioning the frequent
discount of RA compared to CA [40,41]. But that issue will not be addressed here, and will
await further work on the relative pricing of SO on one hand and of SN and S1751 on the
other. This question arose in connection with the CA vs. RA mispricing, and presents in-
teresting features, in that rational economic behavior demands essentially identical pricing
for SO and SN (after adjusting for accrued interest), as liquidity and redeemability factors
should affect them both the same way. But that is not what is observed, as their irrational
relative pricing reflects the CA vs. RA anomaly, and leads to the more liquid SO trading
at a substantial discount to SN. But that will be considered in a later work, when more
complete data is collected. Here we just consider the pricing of SO relative to RA, and see
what can be deduced from it. But first we look at the characteristics of the investors in
SO.

7 South Sea Old Annuities (SO) accounts

This section discusses some of the technical issues that arise in analyzing stock ledger
data. One problem is that there are many transactions that have no economic substance

18 The considerably wider bid-ask spread on SO than on RA, documented later in this paper, was yet another
reason, but one that was usually not cited, perhaps because of its intimate connection to liquidity.

19 There were low limits on the total of CA and RA that could be converted, limits that turned out to be far higher
than needed, as few CA and RA investors chose that option. Most investors in SSC securities opted for cash,
which ended up getting them about 10% more than if they had accepted the conversion. But that was primarily
the result of interest rates going up. One can attribute the success of the investors who opted for cash either to
luck or to shrewd appreciation of money market trends.
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to them, reflecting just changes of names on the account. An example par excellence is the
Court of Chancery. It was by far the largest holder of SO (and almost certainly of all gilts),
with almost 8% of the total in 1838. It had a single account for its SO holdings. This was
a consolidation of separate accounts at the Court, representing a variety of trusts, some
perpetual ones administered by that Court, and some representing funds that were subject
to lawsuits, or else were held for minors who were wards of the Court. (Chancery had over
20,000 accounts, but it is to be expected that only a small number had any SO in them.)
This single account for this Court was held in the name of its Accountant General (who was
not an accountant in the modern meaning of the word), so when the person holding that
office changed in 1839, this triggered the largest transaction recorded in the SO ledgers,
one that came to over 3% of the sum of all transactions over the entire 16-year period
covered by this study. This transfer had no significance for the market in SO, obviously.

At least in the case of the Court of Chancery the names of the two accounts include
not just the name of the Accountant General, but also his position. In the vast majority
of cases, that is lacking. Except for some enterprises (apparently the companies that had
a government charter, such as BoE, SSC, and a few insurance companies, such as London
Assurance), most business accounts were identified just by names of the trustees who had
authority over the account. Normally no more than four names were permitted, and it
appears that three or more names, especially involving different surnames, usually repre-
sented a trust. When the entire balance of an account was transferred to another account,
where just one name on the account changed, it seemed safe to assume that this repre-
sented simply one trustee being replaced by another. An example is that of SO balances
that were moved between the following accounts in the sequence listed:

– Sir Thomas Turton, James Deacon Hume, John Oliver Hanson, John Woolley,
William George Prescott
– Sir Thomas Turton, James Deacon Hume, John Oliver Hanson, William George
Prescott, Rear Adm. Sir Courtenay Boyle
– Sir Thomas Turton, John Oliver Hanson, William George Prescott, Rear Adm.
Sir Courtenay Boyle, John Peter Rasch
– John Oliver Hanson, William George Prescott, Rear Adm. Sir Courtenay Boyle,
John Peter Rasch
– John Oliver Hanson, William George Prescott, John Peter Rasch, Donald Maclean,
Sir William Baynes
– John Oliver Hanson, William George Prescott, Donald Maclean, Sir William
Baynes, Thomas Chapman

The dates of transfers, together with press reports and ads that are too numerous and
boring to list, lead to the overwhelmingly likely conclusion that all these accounts belonged
to the Atlas insurance company, whose investments in SO will be discussed in Section 8.
(Turton was its Chairman in 1838, and after his death in 1844 was replaced by Hanson,
who had been Vice-Chairman.) These transfers added up to £404 thousand, or about 5%
of the total of SO transactions that were studied. In most cases, though, we can’t come to
any such conclusions, because it is impractical to investigate each case in enough detail.
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Some are easy, as in the case of David Barclay Chapman, who participated in a small
number of large transactions. He was a partner in the famous Overend, Gurney discount
firm, and his dealings almost surely reflect those of this enterprise. But he was unusually
prominent, so it was easy to identify him.

Another large source of transactions that had no economic substance and significantly
complicate statistics was transfers between partners. Transfers did not cost investors any-
thing (and there were no capital gains taxes), so the only disadvantages came from having
to send an authorized agent to the BoE or the SSC, and from not being able to trans-
fer the funds a second time that same day. Some entities were represented by a stable
joint account and so did not take advantage of this facility. For example, the private bank
Coutts & Co. during the period studied here apparently had just a single account in the
names of Sir Edmund Antrobus and Edward Marjoribanks, two of its partners. The Hoare
bank, at the other extreme, kept its gilts holdings in the names of individual partners. This
resulted in large transfers, since the partners rotated the duty of residing in London and
supervising the bank’s operations [25]. This bank was very active in real SO trades, as is
discussed in Section 8, although these appear to have been largely short-term money mar-
ket transactions in which SO was used as collateral. But transfers between partners greatly
magnified the volume of their transactions as recorded in the ledgers. By the end of 1852,
the Hoares accounted for £1.2 million, or about 15%, out of the total of £8.2 million of SO
ledger transactions, but of that amount, slightly over half consisted of transfers between
partners. (The extreme year was 1842, when these mere bookkeeping moves between Hoare
partners were almost 17% of the value of all SO transfers.) The Hoares were by far the
most extreme in this respect, but similar partner-to-partner transfers took place among
other groups, such as the Goslings (who ran another well-known private bank) and the
Rothschilds.

8 Holders of the South Sea Old Annuities (SO) and their
behavior

The SO ledgers that record all holdings between October 1838 and 1854 are cataloged as
AC27/6533 and AC27/6534. Transcriptions are arranged in three parts, to make quantita-
tive analyses easier. The first one is for the 1595 opening balances. The third one contains
the 1034 closing transactions, as balances were being converted into other gilts or cashed
in. The main one is the second part, which contains the 5590 transfers in between. However,
the studies below are based only on the 5079 transfers that occurred by the end of 1852, to
eliminate the short-term activity that was generated by the Gladstone conversion move.

During this period before 1853, the CoE reported prices for SO on 607 days (a total of
675 prices). Thus only 13% of the ledger transactions corresponded to reported prices. But
this needs to be placed in context. 2907 of the 5079 transfers, of 57%, were for less than
£500, so not eligible for reporting in the Official List. (They accounted for slightly over 5%
of the volume, which is measured, as usual, in nominal value.) Further, many of the large
transactions were between financial organizations or professionals, who had no incentive to
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report their dealings. Finally, there were many private transactions, such as inheritances,
or else changes in trustees. So we investigate SO trading in more detail in this section.

8.1 SO accounts

There were 1595 accounts in SO when the ledgers under consideration were started in
October 1838, and the total of their par values was £3.5 million. Thus the average account
was £2,191. The median was £770. There was one giant account, that of the Court of
Chancery, representing many trust and lawsuit accounts, which had 7.5% of the total. But
that was an exception. The largest 10 accounts (discussed in Section 8.3) represented only
22% of total capital, and it took the top 100 to get to 50%.

Since the ledgers report a grand total of 5079 transfers by the end of 1852, or 3.2 per
account in over 14 years, it is evident that most accounts were very inactive, and mostly just
collected the semi-annual interest payments20. But even this average of 3.2 overstates the
level of activity. There were actually 465 accounts that had absolutely no activity during
the period under consideration. (This is in addition to the approximately 100, almost all
with small balances, that were turned over to the government, since even interest on them
had not been collected in over 10 years.) These 465 accounts represented 29% of all accounts
in 1838, and their value was 21% of the total. Furthermore, there were 228 accounts, or
14%, with capital that was 13% of total, which underwent just one change in account name.
That is, the only change was that the entire balance was transferred to another account
that had not existed before, and which continued with that balance, without any changes,
until the end of 1852. (In most cases this seemed to represent a change among trustees, or
else a single heir receiving the entire account and continuing the policy of only collecting
interest.)

8.2 SO jobbers

Jobber activity in SO was extremely concentrated. Over 30 jobbers did some business in
SO during the period under consideration, but for most of them this was a small part of
their work, most likely just some incidental deals. A list of the 26 most active (as ranked
by number of transactions) jobbers was prepared, excluding various other frequent traders,
such as CRND (the Commissioners for the Reduction of the National Debt, a government
body to be discussed at great length later), the Hoare partners, and evenWilliam Hammond
the Younger, who merits special discussion in Section 20. At the top of the jobber list was
William Powell, with 1457 transactions, followed by Robert Field with 458, Peter Stanton
Mitchell with 390, George Peckett with 375, and William Underhill at 326. These top five
had their transaction numbers adding up to 3006 (which were not a total of 3006 separate
transactions, as there were some that involved pairs of these). The next 21 had their total
transactions numbers adding up to 784.

There were substantial differences in the statistics of deals that different jobbers engaged
in. For Powell, the average size of a transaction was £761, for Field it was £1,366, and

20 This confirms to the stereotype visible in contemporary literature, fiction as well as non-fiction, of investors
living off the steady income produced by investments. Reinvestment of interest appears almost non-existent in
SO records.
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for Underhill it was £404. Similar differences can be seen in statistics of CA jobbers, and
likely reflect the capital that various jobbers possessed, and perhaps their reputations.
(Hammond’s transactions averaged £3,910, reflecting his special status.)

The completeness of the SO records allows for detailed analyses of the social networks
and trust and cooperation levels among LSE members. Those have barely been started.
But much can be learned. As just one example, Powell appeared to take a vacation each
year in June, once CA was “shut,” and only come back after 5 July, when trading in CA
reopened21. When he had a substantial inventory of SO in early June, he typically sold it to
another jobber (or William Hammond the Younger in one case), and on returning in July
often bought a substantial amount from the same or different LSE member. There may have
been various special conditions involved in such transactions, such as prior commitments
to reverse the earlier deal, but those are not visible to us. However, we can study who was
involved.

The comments in this section are based on a quick preliminary look at the data on
jobber activity. Much more can be done, especially since one needs to consider various
factors that the statistics cited here do not reflect. For example, the overall turnover of
SO dropped substantially in the late 1840s. Further, Powell was far less active (both in
absolute terms and compared to others) from the mid-1840s. So there are many obvious
questions to investigate to obtain a fuller picture of what was happening during this period.
Such research will become easier and more definitive once we obtain data for additional
securities, such as SN.

8.3 Large SO accounts

The largest SO account in October 1838 was that of the Court of Chancery, at £261
thousand. The next three largest, at £124, 98, and 63 thousand, respectively, all belonged
to insurance companies. The next 7 all appeared to be charitable trusts. The smallest of
those 7 belonged to Wadham College, Oxford. It shows what seems to have been typical
behavior for the charitable trusts of the Victorian and pre-Victorian era that were meant to
be perpetual. By looking in some earlier ledgers, we find that in 1815, Wadham already had
£11,800 of SO. This sum grew through sporadic additions to £30,300 in October 1838, and
to £31,400 in May 1853, when, forced by the Gladstone policy to do something, the college
sold the entire balance to the Hoare bank. Unfortunately Wadham was one of the colleges
that refused to respond to the Oxford University Commission request for information in
1852, so we do not know where its other investments were22.

That insurance companies were large and not totally inert investors of SO shows that
this security was not an extremely obscure one held just by some ultra conservative or
ignorant individuals and trusts. Some financial institutions made conscious decisions to
buy and sell this annuity. Since SO seemed to be priced relative to RA, we consider how
well various of these companies did in their investments in SO as opposed to RA.

21 This was established by considering not only his trading in SO, but also in RA, as shown in RA ledgers.
22 Parliamentary Papers 1851 [1482] XXII.1. By the 1860s, it was mostly into real estate, Parliamentary Papers

1864 [3288] XX.1, 349, XXI.1, 537.
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The insurance companies show varying types of behavior. The Royal Exchange company
(ignoring the fact there were actually two of them, for life and fire insurance, with our
discussion treating the combination of their accounts) started out with £200 thousand of
SO in the ledger that begins in 1815. After a decade of inactivity, it sold its entire holding
in the summer of 1825 (thus almost half a year before the severe crash at the end of that
year), all in one day. At that time, SO prices were only slightly under those of RA, but we
don’t know how much of a discount this company had to accept in order to sell such a large
amount quickly. Then, in 1832, it started rebuilding its account to reach £123,900 in 1834.
At that time SO was at a substantial discount to RA. Royal Exchange sold £70,000 to the
SSC in late 1845 and early 1846 (bypassing jobbers), and then sold some to the CRND,
and cashed in a substantial sum in 1854. All those sales took place when SO prices were
close to those of RA. So Royal Exchange did fairly well.

The London insurance company (again, sometimes presented as two separate compa-
nies, for life and fire insurance) had £63,000 of SO in 1815, and continued at that level
until 1840, when it started selling it off (mostly to Hammond, often in large chunks, in one
case £20,000). At that time SO was at a substantial discount to RA. Hence this company
does not appear to have been too successful.

Thus these two companies were not inert investors. But their investment strategies
changed very slowly and it is hard for us to tell what considerations drove them.

The most interesting behavior that has been found among insurance companies is that
of the Atlas company, which was cited earlier in connection with its accounts in the names
of trustees involving Sir Thomas Turton and John Oliver Hanson. It had been established
in 1807–1808, and for a long time employed the prominent actuary Charles Ansell. Around
1840, this company had total investments, shareholder equity and reserves, of about £1.2
million23. In the late 1830s it appears to have made a decision to shift substantially into
SSC securities. On 3 January 1838 (as shown by an earlier ledger), Atlas started buying SO,
so that by October of that year, it had £23,000, making this the 15th largest account in SO.
It continued its purchases until the spring of 1844, when its holdings reached £130,000. All
this time SO was at a substantial discount to RA (as is discussed later). Atlas sold £25,000
in September 1845, when the discount on SO was very small. It then bought £40,000 in
December 1848, when the discount was close to its local maximum. This produced the
largest account value, aside from the Court of Chancery, that can be found in SO before
1853 (and after October 1838). Atlas then gradually liquidated the entire position starting
in July 1850, when the discount was again minor as a result of the CRND purchases. This
may have reflected a general shift of insurance companies’ reserve investments from gilts
to real estate, a shift that was pronounced but gradual, taking a couple of decades for the
industry as a whole. Atlas’ market timing in the 1838–1853 period was impeccable, as all
its purchases were done at times of large discounts, and sales when SO was close to parity
with RA. Furthermore, both sales and purchases were spaced out, and generally of modest
size. But it is the only example that has been found of such behavior24. Very different
behavior was exhibited by the SSC, which can only be characterized as having pursued

23 Testimony of Ansell in Parliamentary Papers 1844 (119) VII.1.
24 Atlas also invested in SN, the South Sea New Annuity. It bought £80,000 between 1839 and early 1844, a period

when SN was trading at a large discount to CA. It then sold £25,000 to a jobber in September 1845, and the
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a very poor investment policy, in spite of having some prominent financiers on its Board
of Directors, and of having other prominent financiers agitating to “unlock shareholder
value.”

8.4 Detailed analysis of SO transactions in 1844

The SO ledgers detail 445 transfers carried out in 1844, for a total of £729 thousand. One
of the largest was the transfer of £41 thousand from what was likely a trust (with one of the
most active SO jobbers as one of the trustees) to the Court of Chancery. There were also
four transfers between the Goslings, partners in a private bank, for a total of £69 thousand.
The Commissioners for the Reduction of the National Debt (CRND), who are the subject
of extensive discussion later, took over 79 dormant accounts (where the interest had not
been collected in a decade) for a total of about £11 thousand. All these were excluded,
as not having any market significance. They also seemed the main such transactions that
could be identified easily. (There were no transfers between the Hoare partners that year!)
That left 361 transactions for a total of £608 thousand. These were classified as belonging
to one of three categories, depending on the nature of the two parties to each transfer.
“Financial” accounts are those that belonged to jobbers and other frequent traders that
were recognized as coming from some branch of finance (such as David Barclay Chapman
from Overend, Gurney). “Public” were the remaining ones, which included some large
insurance companies. The public – financial transactions are what are normally thought of
as the main LSE business, namely outside investors buying from or selling to jobbers.

Table 2. Main transactions in the South Sea Old Annuities (SO) in 1844.

Source: Bank of England Archive. (Transaction figures rounded.)

type of number of par value of
transaction transactions transactions

financial – financial 51 £158,405
public – public 68 206,196
public – financial 242 243,103

A closer look at the public – public transactions shows there were many more that had
no economic significance, aside from those identified above. In fact, most of the transactions
in this category appear to be gifts, inheritances, and changes of trustees. For example, the
largest transfer that year was for £70 thousand, but was from a 5-name group led by
Turton to a 5-name group led by Hanson, following Turton’s death. Hence this was just
a change in trustees on an account of the Atlas insurance company. The second largest

remaining £55,000 to the SSC in February 1846, bypassing jobbers, when the discount was narrow. Thus in this
case also its market timing was excellent.
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transfer that year, though, for £44 thousand, appears to have been from the Hope to the
Imperial insurance companies, an example of a large financial transaction that did not go
through the jobbers of the LSE.

It is easy to argue that, given the ambiguity about the nature of many of the public –
public transactions, we should include the Gosling, Chancery, and CRND transfers in that
category. If we did that, its total would swell to £327 thousand, not far short of half.

The financial – financial group shows a variety of transactions. Some appear to be simple
“repo” (repurchase) agreements. Thus on 1 March, Robert Field, a prominent jobber,
transferred £16,000 to the Coutts bank (in the shape of the joint account of Sir Edmund
Antrobus and Edward Marjoribanks). He received the same amount back from Coutts on
12 April, which was a CA account day, traditionally a key day for settling deals on the
LSE. But some of the deals are clearly much more intricate. For example, on 25 October,
David Barclay Chapman (of Overend, Gurney) transferred £12,000 to Charles Keyser, a
jobber. On 31 October, Keyser transferred that same amount to a joint account of Bennett
Gosling (of the bank of Gosling & Sharpe) and of John Charles Sharpe, who may have
been a clerk or partner-in-waiting in that bank (since he does not show up in [20] as a
partner). Most other transactions in this category do not fit into any obvious pattern, and
may be just shadows of complicated dealings between the serious financial players. (Charles
Keyser, the jobber cited above, talked of the extremely complicated settlements of deals
between jobbers in his testimony before the Exchequer Bills Forgery Commission [50].)
There is more discussion on this topic later, in Section 17. But it is certain that many of
the deals that non-jobbers in this category were engaging in were not straight purchases
of SO. For example, over a decade later, Chapman testified that Overend, Gurney never
held any CA nor any Exchequer Bills, as they were “fluctuating property,” and he “could
not sleep” if he had any in his company’s account ([51], qq. 5102–5105). Yet SO ledgers (as
well as CA ones) show him with occasional large amounts of those gilts. This must have
been collateral for the loans that Overend, Gurney was extending. Some further studies of
the financial – financial are likely to lead to a better understanding of what was going on.

The basic conclusion is that recorded transfers of gilts covered a wide variety of transac-
tions. In particular, the high volume of financial – financial transactions, most likely various
types of repo deals, is rather a surprise for a small security like SO. In 1844, only about
one third of the volume of transfers of this security in the ledgers were of type normally
thought of as providing the main business of the LSE, namely sales and purchases by the
investing public.

The low volume of transactions between the jobbers and the general public also means
that earnings from this source were not likely to be large. The £243,103 of such transactions,
split about evenly into purchases and sales by jobbers, meant that only about 4% of the
general public’s holdings of SO turned over that year. This also means that, if we disregard
the unlikely possibility that the jobbers were extremely successful “market timers” and
made a lot of money from that, they only earned their typical spread, which the next
section shows was around 0.5%, on about £120 thousand coming in and going out, or
about £600. Given the typical SO inventory of all jobbers of about £15 thousand (see
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Section 11.3), this was a miserable return, given that simply holding SO yielded slightly
over 3% per year.

SO was of course a small, obscure, and rather illiquid security. So it is hard to conclude
much about the LSE as a whole from the data presented here. However, we find some
similarities in the data for CA, the main LSE security, considered in Section 12.

8.5 SO transactions in 1844 and reported prices

The more detailed analysis of 1844 transactions above lets us take another look at the
completeness of the coverage provided by the Official List and the CoE of prices. In 1844,
the CoE printed 36 prices for SO transactions (on 30 days). There were in total 445
transfers of SO in the ledgers, so this appears as a coverage rate of just 8%. However, a
variety of transactions, such as CRND taking over dormant accounts, or Goslings moving
SO between partner accounts, were not real economic transfers. Furthermore, the financial
– financial transactions were likely often repo deals, and even when they were ordinary
financial transactions, would not have been reported, as the jobbers were known not to
post details of their deals. Thus the only relevant transfers were the 242 public – financial
transactions, and 36 is 15% of 242, quite a bit higher than the first estimate of 8% coverage.
Of those 242 transactions, though, just 67 were for at least £500, the threshold for posting
in the Official List. So these 67 transactions led to 36 prices, for a coverage rate of 54%. So
from this point of view, CoE provided a more complete picture of substantial transactions
than might have appeared at first sight.

8.6 Effect of small fees

An amusing illustration of how investors and their brokers reacted to small price changes
arose in connection with the change in the “public transfer days,” namely those on which
the SSC did not charge for transfers. For SO, before 1844 those days were Mondays,
Wednesdays, and Fridays (with other days for other securities). On other days, as well as
for transfers late in the day (normally after 1 pm), a fixed fee of £0.125 was levied. (This
was equal to the standard broker commission on £100 par value of a gilt, but did not depend
on the sums involved.) In the spring of 1843, the BoE changed the public transfer days for
all the gilts it administered to Tuesdays through Fridays. The SSC responded to a petition
from a group of LSE members by adopting the same schedule from January 1844. This led
to a noticeable change in the distribution of transfers at the SSC, and quite likely also to
days when deals were made at the LSE. Before 1844, Fridays were the most frequent days,
with Wednesdays just slightly behind, Mondays noticeably lower (20–40% below Fridays),
and the other days far lower. Afterwards, and very quickly, Tuesdays became by far the most
popular, with Fridays noticeably less active, and Mondays and Saturdays with practically
no deals. (The effect was more noticeable for smaller transactions than for larger ones, as
one might expect.) This behavior likely reflects the fact that financial considerations did
play a much larger role in the planning of the early Victorians than they thought proper to
show publicly. But it likely also reflects the well-known phenomenon of behavioral finance,
that even small fees have impacts disproportionate to their size, as their existence alone is
important.
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9 Commissioners for the Reduction of the National Debt
(CRND)

An essential element of Pitt’s Sinking Fund of 1786 was the setting up of the Commissioners
for the Reduction of the National Debt (CRND). This was an official government body,
headed by the Chancellor of the Exchequer, that was tasked with administering the Sinking
Fund, and its repurchases of the national debt. With time, CRND acquired other duties,
such as administering the funds for savings banks, selling life annuities, and so on. CRND
purchased gilts in the market through a designated government broker who also worked
for the BoE and for private clients. When operating on behalf of the savings bank fund,
say, the government broker followed the usual procedure for brokers, namely solicited bids
without revealing his customer. However, in cases of purchases for reduction of the national
debt, the broker followed a public reverse auction procedure. There were claims that this
resulted in the government not getting the best pricing, cf. [2,52].

The repurchases of gilts for debt reduction took place only on Tuesdays through Fridays.
The amount to be bought in each quarter was announced at the beginning of that quarter,
and for a long time daily purchases were required to be close to equal on the days eligible for
the broker’s actions. Furthermore, the amount of money that would be spent each quarter
could be guessed accurately even before the official announcement, since it was exactly one
quarter of the government’s revenue surplus over the preceding year, and of that, data for
three quarters was already known publicly, and that of the fourth quarter could usually be
estimated fairly well.

What was not publicly announced was what would be bought by the government. Many
of the quarterly announcements specified how much would be spent on Exchequer Bills and
how much on gilts, but quite a few did not even do that, and only gave a total. Even when
the amount of gilts repurchases was given, apparently nothing was ever said about which
gilts would be purchased.

Pitt’s Sinking Fund was in operation between 1786 and 1829. It bought SSC annuities,
which tended to be underpriced relative to CA and RA (if we price them as perpetual
securities, without potential for redemption by the government) at high rates. The result
was that whereas the combined par value of SSC annuities was around £22 million in
1786, or close to 10% of the national debt, by 1840 they had been whittled down to £7
million, or about 1% of the total. (During that same period, CA went from £107 million
to £366 million, in spite of large repurchases, since those repurchases were dwarfed by new
issues needed to fight the wars with France.) Because of budget deficits, there were no
gilts repurchases by CRND between 1838, when our data for SO starts, and 1844. (SO had
not been repurchased since 1831, in fact.) In the first quarter of 1844, the CRND started
buying gilts again, but initially at a very low rate, between £30,000 and £62,000 per
quarter, and in that year confined its operations just to CA and RA. In 1845, the volume
of gilts purchases jumped to almost £250,000 for the first quarter25, and from April 1845
the minor gilts started being bought. CRND repurchases declined drastically in the second

25 It remained at that rate in the second and fourth quarters of 1845, with £590,000 spent in the third quarter.
For exact numbers, see [53].
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half of 1846 (and then stopped entirely by mid-1847), and resumed at a substantial rate in
the first quarter of 1850. Some of the key dates in this program as it affected the minor gilts
are shown in Table 3. Table 4 presents statistics of SO repurchases on a quarterly basis.
(Ledger transcriptions have complete details, including information as to which accounts
sold the SO bought by the CRND.)

Table 3. CRND repurchases of minor gilts, 1845–1853.

Periods and amounts of repurchases of the minor gilts in the 1840s and
1850s. Source: Bank of England Archive. (Purchase figures rounded.)

gilt 1st purchase last purchase amount

SO 10 Apr 1845 7 Jul 1847 £225,000
SN 9 May 1845 8 Jul 1847 257,000
S1751 2 May 1845 11 Mar 1847 19,000
B1726 22 Jul 1845 8 Jul 1847 65,000

SO 8 Jan 1850 9 Mar 1853 £449,000
SN 30 Jan 1850 27 Apr 1853 199,000
S1751 12 Oct 1849 9 Dec 1852 40,000
B1726 12 Oct 1849 23 Mar 1853 79,000

The behavior of the CRND with regard to gilts repurchases appears for the most part
to be consistent with the view that gilts should be priced by their fundamental economic
value, computing it without regard to redemption features. But there are still many un-
resolved puzzles. At their very first meeting in July 1786, the CRND issued instructions
that repurchases were to be from CA, RA, SO, and SN, “or any of them according as it
shall appear from the price of such respective annuities to be most advantageous” [54].
So they were aware of mispricings among the gilts, but that is all we can infer from that
source. Half a year later they added S1751 to the list of eligible purchases, but we have no
record of any discussion about this decision. Eventually (in 1845) they started repurchasing
B1726, but no mention of the decision to do so appears to be in their Minutes [54]. Those
minutes26 do record discussions of other gilts pricing issues, in particular decisions on when
to purchase 3.5% annuities as opposed to 3% ones. They even mention work by the CRND
actuary on that issue. But nothing is said about choice among the 3% annuities. One likely
explanation for this omission, especially in view of many other pieces of evidence about
gilts mispricing from that period, is that this small illogical imperfection in the market was

26 This published version, the only one that was examined in this project, has “summary” in the title. However,
according to the notes in that edition, only routine administrative passages were omitted.
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regarded as too minor to be worth the attention of properly bred gentlemen. But this still
remains to be demonstrated conclusively27.

The history of the SSC in the 19th century, which will be treated in more detail in
another work, presents some amusing features. Some dissident investors were trying to
“unlock shareholder value” by eliminating the discount on SSC securities by getting the
government to eliminate the SSC. In order to fight this move and to preserve their jobs,
SSC management was telling those investors that the government would not do it, as it
would thereby lose the opportunity to repurchase SSC annuities at a discount. A few years
earlier, though, this management was reminding the government of the opportunity to
carry out such repurchases in order to keep it from closing the SSC.

There certainly was some public awareness that the CRND were purchasing securities
that were underpriced, when evaluated by their fundamental value and disregarding liquid-
ity and redemption issues. For example, we find in the contemporary press the claim that
“South Sea Annuities command a lower price than [CA and RA], and therefore, when they
appear in the market, which is but seldom, they are selected by the Government broker,
who is at liberty to purchase any of the Three per Cent. Stocks”28. As the CRND were
increasing their market operations in early 1845, there was apparently some discussion
about the wisdom and likelihood of their buying SSC annuities. We find some reflection of
such discussions in the following item from the financial column of The Times written in
the evening of April 10, 1845, the day that the first purchase by CRND of any of the SSC
annuities was made in that decade29:

For some time the complaint has been made that, in redeeming portions of the
national debt, the Government did not select South Sea Annuities in preference to
the other stocks, and thus effect a saving of the public money, on account of the
lower price of the security. It has been answered that the South Sea Annuities are
so limited in amount, that they would rise to the level of the other stocks directly
an operation of any magnitude was commenced; and that, therefore, it is incorrect
to suppose the whole difference in price would be saved by a change of plan on the
part of the Government. To-day, however, the Government broker has, for the first
time, employed the money at the disposal of the [CRND] in the purchase of South
Sea Annuities. He purchased [£4,900 of SO at 97.875 for debt reduction], and at the
same time purchased [£5,000 of RA for another fund at 98.375]. This shows that
the saving to the Government was at the rate of [0.5% of par].

The periods of CRND repurchases (in the 1840s and 1850s) of SO as well as of the
other SSC annuities, and of B1726, the small 3% annuity administered by the BoE, are
listed in Table 3. CRND activity was sporadic, and (as is visible in the SO tables) varied
substantially, depending partially on availability of funds for repurchases. (For example,

27 One of the most puzzling features is that CRND did not repurchase any of the East India Annuities. Between
the start of CRND activities in 1786 and the conversion of those 3% annuities into RA in 1793, they were at a
high discount to RA, typically 6–8%. That is a higher discount than has been observed between any other pair
of 3% annuities.

28 The Times, 23 Jan. 1846, p. 7, reprinted in Glasgow Herald, 26 Jan. 1846, p. 2.
29 The Times, April 11, 1845, p. 6.
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Table 4. CRND repurchases of SO by quarters, 1845–1852.

For each calendar quarter, gives numbers of days on which SO, the South
Sea Old Annuities, were repurchased by the CRND, and the total amount.

Source: Bank of England Archive, as transcribed for this project and
available online.

quarter days amount

1845q2 25 £111,900
1845q3 5 23,000
1845q4 18 89,800
1846q1 5 24,000
1846q2 1 4,692
1846q3 20 10,600
1846q4 8 10,000
1847q1 3 8,300
1847q2 0 -
1847q3 1 11,000

1850q1 12 41,200
1850q2 10 20,900
1850q3 10 46,000
1850q4 12 86,100
1851q1 6 36,100
1851q2 13 87,700
1851q3 10 34,900
1851q4 9 27,900
1852q1 3 4,500
1852q2 7 17,500
1852q3 0 -
1852q4 9 15,300

tax surpluses were far lower in 1847 than in 1846.) However, since gilts repurchases were
weighted far more heavily towards the minor than the major gilts (see [53] for data), it
appears that the main limitation may have been availability of the minor gilts in the market
at the prices the government was willing to pay. In the period studied here, 1845–1853,
the evidence of this project shows that CRND were usually paying £0.25 to £0.50 less
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for SO than for RA. When the CRND were active purchasers of SO, others paid about as
much, while sellers usually received £0.50 less. When the CRND were not active in the
market, SO prices dropped compared to those of RA, while the spread between prices paid
by purchasers and those received by sellers stayed the same or widened, as is discussed in
Section 10.

10 Pricing and effective bid-ask spreads for South Sea Old
Annuities (SO)

For CA and RA, the major gilts, the bid-ask spread, called the “turn” at the LSE, was
almost always £0.125, with slightly higher figures in times of financial stress30. But what
about the minor gilts, which were far less liquid? There were many complaints that at the
end of the 19th century, the majority of securities traded on the LSE were illiquid and
featured very large bid-ask spreads. Often a straightforward quote could not be obtained,
and the broker had to bargain with the jobber [16,30,52]. On the other hand, there were
frequent claims that the quoted spreads were artificially wide, to provide protection for
the jobbers in an illiquid market, and that brokers could, through bargaining, obtain much
better deals than the published figures suggested.

We can use SO data to infer something about pricing of small and illiquid securities.
A major difficulty is that in mid-19th century, newspapers, even when they did report on
SO pricing, almost invariably followed the CoE in printing just actual transaction data.
Morier Evans ([17], p. 34), writing in 1845, claimed that in many gilts the spread was “as
much as [£0.50 or £0.75].” We can make some surmises also by looking at data for the
2.5% annuity that was created by Gladstone in 1853, as part of the financial maneuver
that abolished SO and the SSC. Initially this annuity started out with a nominal capital
of £3 million, which was augmented in 1863 by the addition of another £1 million, and
then, in the 1881–83 period, with the addition of almost £6 million. Thus in its first few
decades it had capital not much different from SO, and it shared with SO the paucity of
transactions (as shown by listings of prices in CoE as well as by the stock ledgers). The
Statist appears to have started carrying closing bid-ask quotes for this security in 1880,
and the spread appeared to be around £131. For 7 trading days in 1882, the Economist
had the closing spread at £1 on 5 days, and at £0.50 on two days32.

Another comparison can be made with BoE shares. These were traded far more fre-
quently, and their market value was 5 to 10 times that of SO. The Economist listed the
bid-ask spread on them as 2 (compared to market price of about 200) in the second half of
1848, and of 1 in 1851. Therefore it seems reasonable to assume that for SO in the 1840s,
the quoted spread for SO was around £1.

What was the effective spread on SO that faced investors with knowledgeable brokers?
The evidence of this project suggests it was around £0.50 most of the time, but around
£1.00 in 1847–49.

30 See [41] for some data, which shows that RA spread was higher somewhat more frequently than that of CA.
31 It is reported at £1 in the 15 May and 14 August 1880 issues, and at £0.75 in the 21 August issue.
32 Economist, 27 May 1882, p. 649.
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One can try to obtain estimates for bid-ask spreads from the distribution of transaction
prices of any security, but this involves substantial uncertainties, since one has to disentan-
gle the effects of the spread and of volatility. In the case of SO, though, the task is made
easier by two favorable factors, namely that it tended to trade at a stable discount to RA,
and that many transactions can be identified as being either sales or purchases by jobbers.

For the rest of this section we will use SO to denote the price of SO as reported in
CoE. Similarly, RA will denote the price of RA that has been collected and is available in
the tables. This is in all cases the last price of the day given in CoE. We can consider RA

as being a random choice among the prices for RA that occurred on a particular day. Thus
even if there was a rigid relation between SO and RA, say SO = RA− 2, that held in the
market throughout each trading day, we would not observe it in our prices, since the SO

value (which in almost all cases is just a single price, and only occasionally two or more)
would in general come from a time different than the time of the last RA price. But in the
absence of any consistent daily trend in prices, we should expect a stable distribution of
the computed RA− SO values. And that is indeed what we find.

The observed values of RA − SO tended to be low, from zero to £1, when the the
government was repurchasing SO as part of its debt reduction strategy (which is discussed
in more detail in Section 9). When such repurchases were not taking place, RA−SO tended
to be higher, usually in the £1–3 range. So it is important to consider separately periods
when the government was active and when it was not. When that is done, essentially all
periods (with exceptions such as the financial crises of 1847 that caused a suspension of the
gold standard when the bid-ask spread widened) lead to similar results. We illustrate with
the computations for the three years 1839 through 1841. During this period, CoE provides
values of SO on 117 days. Eliminating the days when more than one value of SO was
reported, or when no RA value was given, reduces this to 105 days. An attempt was made
to identify each of those 105 SO prices with transactions in the SO ledgers. There were
a total of 1213 transactions in those three years, but only the 556 that were for at least
£500 were relevant. The systematic but not easily automated matching that was carried
out is illustrated by the example of the first SO value listed in the CoE in this period,
which is for 16 January 1839. The SO ledger shows 5 transactions on that day. However,
two of them are for less than £500, so can be discarded. Of the remaining three, one is a
deal between two jobbers, which was assumed (on the basis of comments in contemporary
investment guides) not to have led to a price report. The final two transactions are both
for jobber purchases. Hence it was assumed that reported value SO = 91.375 represented
a price paid by a jobber.

Days where there were both jobber purchases and jobber sales were discarded. There
were also various other ambiguities, including a few prices in the CoE that could not be
plausibly matched to any transactions. These were either mistakes or perhaps actual deals
that were cancelled by mutual agreement. The final list consisted of 71 transactions that
were classified as 22 jobber purchases and 49 jobber sales. For the jobber acquisitions, the
mean value of RA − SO was 2.12, with standard deviation of 0.21. For the jobber sales,
the mean value of RA− SO was 1.55 with standard deviation of 0.18. Hence it seems safe
to conclude that on average, jobbers worked on an effective bid-ask spread of about £0.50.
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The estimate of £0.50 for the bid-ask spread on SO in quiet times is consistent with
other observations. For example, over the 11 years 1839–1846 and 1850–1852, the years
where the previous procedure yielded an estimate of the spread of £0.50, we find 58 days
with more than a single SO price. The gap between the lowest and highest in a day exceeds
£0.625 just twice, and the mean and median are both £0.50. (There are quite a few small
values, £0.125 or £0.25, most likely arising from both transactions being either sales to or
purchases from jobbers, with the price difference caused largely by intra-day variation.)

More detailed quantitative studies can be carried out, but would be done best with more
data. As an example, in the period from 14 to 19 January 1848, we find three prices for
SO in the CoE, and SO ledgers show they have to come from three of four qualifying sales
by the general public to jobbers. The three values of RA−SO for those three CoE reports
are 2.375, 2.875, and 3. This might suggest that jobbers were extracting much better deals
from some customers than others. However, RA prices for those days show substantial
variation, by 0.50, 0.375, and 0.50, respectively, as opposed to more typical 0.125–0.25, so
what we may be observing might be the effect of large intra-day variation in prices. To
estimate the degree to which there might have been inefficiency in the market, say in the
form of poor information about SO pricing on the part of the brokers, it seems advisable
to collect more complete data on volatility in prices of RA, the sizes of transactions, and
related issues, and not just for SO but also for the other minor gilts.

11 CRND and the markets

This section explores the effect of CRND operations on the market for SO. It also studies
the behavior of SO jobbers and ordinary SO investors. Only CRND repurchases for the
purpose of debt reduction are considered here (and are the only ones of noticeable size).

11.1 CRND purchase prices

The quote from The Times at the end of Section 9 showed that in its first purchase of
SO in 1845, CRND paid £0.50 less for SO than for RA. The integration of ledger entries
with CoE prices shows that initially this was a typical discount for CRND purchases.
With time, though, it seems to have narrowed. Between January 1844 and July 1846, the
CoE frequently listed prices at which CRND had repurchased some of the gilts. The CoE
listings were not complete, unfortunately, as we can tell from ledgers. However, on 16 days
(between 11 July 1845 and 5 March 1846) they show prices for repurchases of both SO and
RA, and in all cases the SO price is exactly £0.25 below that of RA. Thus it appears that
the government broker lowered the discount, but did insist on some discount.

During the 1850–53 period, CRND purchases appear to have been made mostly at
discounts of £0.50.

When the rate of CRND repurchases declined in 1846–47, the jobbers’ effective sale
prices of SO continued in the range of 0.25–0.50 below those of RA, but their effective
purchase prices dropped, so the bid-ask spread widened to about £1.00. Then, after the
last CRND repurchase in July 1847, the bid-ask spread continued at £1.00, but the sale
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price dropped by about £1.00, and later by about another £0.50, so that in 1848–49,
jobbers were selling SO at about £1.75 below RA, and buying at about £2.75 below RA.

11.2 Anticipation of CRND purchases: Prices

To what extent did market pricing of SO anticipate CRND purchases? The discount on SO
was high (around £2, averaging over all transactions) and stable in the 1839–1842 period.
It narrowed slightly in 1843, and then much more substantially in 1844. In early 1845, even
before CRND staring buying SO, it entered the range of £0.25–0.75 that prevailed later
when CRND was an active purchaser. This price action may have been in anticipation of
CRND entrance into the market. But it could also have been the result of an expectation of
an imminent redemption. The giant Goulburn conversion that reduced the 3.5% annuities
to 3.25% (and, after 1854, to 3%) took place in 1844. Further, the relative prices of the
3.25% annuity as compared to CA and RA (see [40,41]) support the high expectations
of further interest rate reductions that we find mentioned frequently in the contemporary
literature. Various other pricing anomalies, such as that of RA versus CA also declined or
even disappeared completely in this period. Thus we cannot be sure whether the observed
price action was the result of market expectations that CRND would start repurchasing SO.
The quote from The Times of 11 April 1845 in Section 9 shows that there was speculation
about this possibility, so this may have been a factor, but it is hard to be certain.

A much clearer picture emerges when we look at the resumption of CRND repurchases
of SO in January 1850. It appears to have caught the market largely by surprise. We find 6
CoE prices for SO in November and December 1849 that can be associated unambiguously
with transactions in SO ledgers. The first three are all jobber sales to outside investors,
all in November, at RA − SO of 1.625, 1.375, and 1.625, respectively. The last three are
all jobber purchases from outside investors, one in November, and the last two on 7 and
13 December, and are at RA − SO of 2.875, 2.375, and 2.00, respectively. These were
prices typical of those that prevailed all through 1848 and 1849, but the narrowing of the
SO discount may reflect some expectation of imminent government intervention. The first
price for SO in 1850 in CoE can be identified with the first CRND purchase, and was
accomplished at RA− SO of 0.75 or 1.00 (since the SO price was 96.375, and the two RA
prices for the day that we have were 97.25 and 97.375). Subsequent purchases by CRND
and others appear to have been carried out at RA− SO = 0.50 or so.

That the market should have been caught by surprise in 1850 is very surprising. The
rate of total CRND repurchases increased substantially in the first quarter of 1850 (from
a negligible level in the fourth quarter of 1849), and this was easy to anticipate from
the improved state of government finances. Further, already in October 1849 the CRND
started repurchasing the two extremely minor gilts S1751 and B1726, see Table 3. Hence
repurchases of SO should have been regarded as very likely. But we do not see real signs
of that in SO prices.

11.3 Anticipation of CRND purchases: Inventory

Could some agents have profited from anticipation of CRND repurchases of SO by quietly
buying up this security as it came on the market, and do it inconspicuously enough so
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as not to affect the price? Here we consider the 26 top jobbers discussed in Section 8.2.
Over the full period 1839–1852, the average holdings of SO of the top 5 of these 26 jobbers
taken together were about £5,000, and of the other 21 were about £10,000. In 1844, the
annual average holdings of these two groups were £7,250 and £20,850, respectively. In both
1845 and in 1850, CRND purchases are correlated with the reduction of SO holdings by the
jobbers. (The extreme example is 1846, when the five large ones had average inventory level
of £2,500, and the 21 small ones of just £1,000.) This was almost surely a causal relation.
The jobbers most likely did this since there were few non-CRND buyers at the high prices
for SO that prevailed (high relative to RA, that is), so there was less opportunity to make
money that way, and also since they could get rid of any excess SO by selling it to CRND.
Then, in 1848–49, they replentished their SO holdings, and then ran them down again in
1850. Thus they profited by selling much of their inventory at the top of the market, and
rebuilding it at the bottom. But it was not a large inventory, so the profits were not large,
and there is no sign of its being built up shortly before CRND purchases started. Thus we
find no evidence of the regular jobbers accumulating SO in order to profit from the price
rise that CRND could be expected to bring.

The one case where the evidence strongly suggests substantial SO purchases that were
carried out in anticipation of a price rise is that of William Hammond the Younger, who
appears to have played a unique role at the LSE. He is the subject of Section 20. His
holdings of SO over the entire period of this study fluctuated wildly, reaching a maximum
of £58,000 for a short period (in 1842), and were probably dominated by repo-like short-
term money market transactions, with some large transactions tossed in, when he stepped
in with his capital to handle large purchases or sales. However, for the last few months of
1844, his holdings were below £4,000, but in January 1845 he increased that to £16,000.
When the CRND started its repurchases, Hammond was among the first sellers, and ran
down his inventory to zero by the end of that month. By itself, this would not mean
much, since he was engaged in a variety of transactions with other financial agents, and
his holdings did vary a lot. However, when this evidence is combined with his actions in
the South Sea New Annuity (SN), discussed below, it strongly suggests shrewd investing.

The overall conclusion is that the general public obtained most of the benefits of the
prices rises brought about by CRND repurchases. The jobbers gained comparatively little.

11.4 Anticipation of CRND purchases: South Sea New Annuity (SN)

Table 1 shows that the capital of SN was about two thirds that of SO. In 1845, CRND
started repurchasing it a month later than SO (Table 3). There appear to have been some
interesting financial maneuvers associated with this move. A slightly fuller picture will be
available once the transcription of SN ledgers is completed. But it is already clear that
there was a substantial buildup of SN holdings by some sophisticated agents. In particular,
William Hammond the Younger ended 1844 with £18,851 in his account, and then built
it up to £37,250 by 7 May 1845 (with most of the accumulation in February 1845). There
was probably some coordination among SN holders, and possibly some bargaining with the
government broker about the price that CRND would have to pay. What we do know is that
on 8 May 1845, SSC management was presented by their broker with a specific proposal
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to exchange some of their RA and CA holdings for a combination of SO, SN, and S1751.
It was known publicly that in January 1845, the SSC had received £0.6 million of CA and
RA from the government in settlement of their 1815 agreement, and so LSE members may
have concocted the exchange proposal in their search for somebody who might be willing
to take their SN inventory off their hands at an advantageous price. (There were many
prominent LSE members among the SSC shareholders who had been trying to liquidate
that company and thereby profit from the large gap between its share price and underlying
value.) SSC agreed, and the deal was carried out the next day, 9 May, and involved SSC
acquiring £79,750 of SN for £0.50 under the price of CA (the major gilt that SN was
paired with). (As part of the deal, SSC also acquired slightly under £22,000 of SO and
S1751.) Hammond contributed all of his SN holdings to this deal, and there were several
other sellers, some jobbers, and some not. That same day the government broker made his
first purchase of the year of SN, a single transfer of £4,900 from a banker (who was also a
seller of £4,000 of SN to SSC). Was the government broker insisting on a greater discount
than £0.50, and was he persuaded to give up on that by the SSC deal? At this stage we
do not know, but in any case this appears a clear case of not quite strategic, but certainly
tactical, action by some of the LSE players.

11.5 Direct sales to CRND that bypassed jobbers

CRND repurchases were conducted by a public process, and any members of the LSE, not
just jobbers, could participate. Still, most of the SO that was bought by the CRND came
from either jobbers or other financial players. The Hoare partners provided almost 8% of
the total of CRND purchases, William Hammond the Younger about 7%, and Rothschilds
and others lesser amounts. There were some sizable direct sales by general investors, the
most notable one of £19,200, or almost 3% of the total CRND repurchases, by the Royal
Exchange Assurance Annuity Company. (This was the largest single purchase of SO by the
CRND and may have been conducted outside the public purchase program.) But altogether
these direct repurchases from outside investors amounted to less than 10% of the total. Thus
it seems the financial sector was effectively getting about a 0.5% fee for collecting the SO
from the investing public and conveying it to the CRND, on top of the brokerage fees
that had to be paid in any case. Why didn’t the brokers for those outside investors deal
directly with the CRND? Some plausible reasons include the unpredictability of the days
when the government broker bought SO and the fact that brokers apparently visited the
floor of the LSE only occasionally, and so it might not have been convenient for them to
wait until the CRND purchase process started. The government broker also tended to buy
in large quantities (when there were large sums at his disposal, we do find some small
transfers in the ledgers at other times). Hence for small investments in SO, it is no surprise
that jobbers were involved. But there were some large sales by outside investors one might
expect to have been done directly. This may reflect inefficiency in LSE. But it may also
reflect our ignorance of the details of the deals. It is possible that some of the sales to
CRND, especially by parties like Hammond or the Hoare partners, may have been done as
agents on commission, or some similar arrangements.
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12 Consols (CA) trading

SO transaction volumes were low enough that complete transcriptions of the ledgers could
be accomplished in a modest project. But SO was a very small security, and so these
investigations lead to the obvious question of how representative the findings about SO are
for other gilts.

Modern scholarly literature appears to have no statistics on the turnover rates in any
of the gilts. However, we can find some data for the major gilts held in London during
the 25 years from 1855 to 1879 in contemporary official documents. They are contained
in a series of 11 Blue Books33. They show for each month of each year of that period the
volume of each of CA and RA (as well as of what had been the 3.25% annuity in 1848
that is mentioned in Section 3) that were transferred at the BoE. If we compute average
turnover for each gilt each year as the ratio of the turnover figure given in those Blue Books
divided by the total amount of each gilt held in London, we obtain the picture presented
in Table 5. The average is the straight arithmetical average of the 25 annual averages, and
the minimum and maximum values the extremal annual values.

Table 5. Annual turnover among major gilts, 1855–79.

Source: Bank of England reports in Parliamentary Papers.

gilt average min max

CA 33.7% 24.2% 44.1%
RA 27.1 18.2 38.3

We see that the turnover rates did not differ all that much between CA and RA. But
they were noticeably higher than for SO for the earlier period dealt with in this paper. It is
computed easily from the tables for this project that during the years 1839 through 1852,
the average turnover in SO, as shown in the ledgers of the SSC, was 17.6%, ranging from
6% (in 1852) to 29% (in 1845). In all these cases of CA, RA, and SO, the rates include all
the transfers that had no economic significance that were discussed earlier.

We also learn from another Blue Book34 that in 1870, BoE handled 78,000 transfers
of CA. Combined with the figure of £141 million for the par value of all CA that was
transferred that year, this implies the average transfer was about £1,800. In comparison,
the average transfer value of SO in the 1839–52 period was about £1,630.

To obtain more detailed information, CA ledgers for the 1837–1846 periods were inves-
tigated. The 27 ledgers with data about general investors were largely left aside due to the
difficulty of extracting useful information from them with modest effort. Instead, the 11
jobber ledgers were studied. These contain data for real jobbers as well as for various other

33 This series starts with Parliamentary Papers 1857-58 [2427] LVII.41 and ends with 1878-79 [C.2332] LXXIV.145.
34 Parliamentary Papers 1872 [C.669] LXIV.23, p. 261.
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active traders who were not members of LSE, such as the Hoares and the Rothschilds. The
classification was not rigid, and sometimes an account in general ledgers was continued in
the jobber ledgers, if it was very active. An example of that is the BoE, whose CA account
was moved to the jobber ledger only in January 1846. Sometimes an account in the jobber
ledgers was continued in the general ledgers. And a large collection of jobber records were
found in a general ledger. (They were incorporated into the data collected from jobber
ledgers.)

The jobber ledgers were used to obtain detailed trading records for a few individual
jobbers as well as some high level statistics for all of them. William Powell, who was shown
to be the dominant SO jobber in Section 8.2, was one of the larger CA jobbers in this
period, but far from the largest. (His turnover in CA was about one third of that of Robert
Field, who was the most active CA jobber, but only the second most active in SO. See
Table 6.) Complete data covering dates and amounts, but not names of his counterparties,
was collected for Powell’s transactions from July 1837 through June 1838. He bought 437
times, and sold 602 times during this year, in each role for slightly over £0.5 million. On
average his CA inventory (defined as holdings at the end of the day, at par value) was
£8,000. Thus he turned over his inventory about twice a week, if we allow for the shuttings
in June and December and his being away, possibly sick, from mid-August to mid-October
1837. The highest level of CA in his account was almost £35,000. High levels never lasted
long, as he quickly reduced them to close to the average levels. If he only earned the
standard £0.125 spread on CA on the transactions we see in the ledgers, he earned about
£600 that year from trading CA “for money.”

Turning over the inventory twice a week is a remarkable achievement, given the con-
straints in that market. By BoE rules, it was impossible to turn it over more than once
a day. Further, CA trading (or at least transfers, since that is all we observe, although
circumstantial evidence suggests trading followed the same pattern) was heavily concen-
trated in the four weekdays from Tuesday to Friday, when transfers could be carried out at
the BoE for free. Given the pronounced seasonal effects in CA transactions, as well as the
two months each year that CA was “shut,” this is very impressive. It also indicates that
Powell (like the other jobbers, since the statistics of their operations are broadly similar, as
is shown below) concentrated on quick turnover of his holdings, and not on any long-term
accumulations.

Even higher efficiency in utilizing his capital is shown by Clement Smith, who was at
the other end of the jobber spectrum, with one of the smallest total values of transactions in
CA, but among the highest number of transactions. A detailed transcription was prepared
for his deals, similar to that for Powell, this time for the first half of 1844. Smith was an
extremely active trader, with 588 sales and 526 purchases of CA during that half year, or
almost as many as Powell carried out over a year. But his total volume for each type of
transaction was only about £83,000, so on an annual basis only about a third of Powell’s.
The difference arose from his transactions averaging close to £150 each, as opposed to
£1,000 for Powell. Smith’s average inventory level was £1,430. Thus over the roughly 22
weeks of trading in the first half of 1844, he turned over his inventory about three times a
week.
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One year of Powell’s work and half a year of Smith’s each involved slightly over a
thousand transactions. The 11 jobber ledgers that were studied cover 9 years, and about
three quarters of a million transactions, so it was not feasible to attempt a complete
transcription. Instead, 5812 records were obtained, corresponding (with a few exceptions
for technical reasons) to separate pages in those 11 ledgers. Aside from a few special cases, a
typical page was devoted to a single jobber, and had two columns. In the right column were
recorded that jobber’s purchases of CA, in the left column his sales. At the top of the right
column was given that jobber’s net balance in CA at that time, and at the bottom the sum
of that initial balance and all purchases on the page. For each such page what was recorded
were the name of the jobber, the first date of a transaction on a page, the balance at the
top of the right column, and the total at the bottom of the page. The difference between
the last two numbers gives the sum of CA purchases (or, more precisely, transfers into his
account, since we do not have information about the exact nature of the transaction that
was involved) by the jobber that are recorded on that page. This is an exact number, not
an estimate, although to simplify the work, it was truncated to the nearest pound in the
transcriptions. The difference in dates between the one recorded for a page and that for the
next one for the same account can be used to obtain more fine-grained time information
than will be used in this section.

The third entry, which will be called V, yields a value for the jobber’s holdings of CA.
However, it is a distorted figure, as it does not necessarily correspond to his holdings at any
particular time. It was usually the balance obtained by taking all the purchases in a day,
but only some of the sales (the precise number depending on the space available on the
preceding page). Thus even though it was associated with a particular day, it represented an
overestimate of the jobber’s holdings at the end of that day. Based on the studies of Powell’s
CA dealings in 1837–38, as well as his transactions in RA detailed in the next section, and
Smith’s in CA in 1844, taking the average of V over the pages under consideration gives
an estimate of the average holdings that is almost 50% higher than the true average. So
for each jobber, an estimate of his average holdings of CA was formed by taking 70% of
the average of the V values. This is probably too much of a reduction for the non-jobber
but relatively frequent traders whose activities are in the jobber ledgers, but that remains
to be estimated precisely.

Fairly substantial sampling of pages showed that for real jobbers, each page on average
recorded about 57 purchases and 69 sales of CA. Thus all these pages contain around
730,000 transaction records, although some of them are duplicates, the result of both
accounts in a transaction being contained in the jobber ledgers. That is about 80,000 per
year, similar to the official figure from BoE for 1870 that is mentioned above.

The above procedure produced data for 216 accounts, most with few pages and few
transactions, although some of those had very high volumes of transactions. (For example,
the BoE has just one page, for 1846, for which the record shows opening balance of £658
thousand, and purchases of £404 thousand.) Of these 216, 64 were tentatively classified as
belonging to ordinary jobbers.
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The remaining 152 accounts were consolidated into 141 by creating synthetic accounts
for several groups, in particular the Hoare bank partners, the various Rothschilds, as well
as accounts involving:

– Benjamin Cole andWilliam Herbert Mullens, partners in the government broker firm [55]
– Frederick Harrison, Robert Hichens, and William Hichens, partners in a broker firm

that was also a major money market operator [50]
– Lewis Loyd and Samuel Jones Loyd (the second a famous monetary theorist, later to

become Lord Overstone), father and son, partners in the private Lombard Street bank
of Jones, Loyd & Co.

The transaction volumes listed below for each synthetic account include transfers between
members of each group, which, as we saw in the discussion of SO trading, was substantial
for some cases, especially for the Hoares. Further work will be needed to eliminate such
transactions.

The total volume of business (as measured by acquisitions of CA) over the 9 years
covered by those ledgers came to £294 million, whereas the capital of CA was around
£370 million, as shown in Table 1. So the annual inflow to the financial agent accounts
covered by the jobber ledgers was only about 9% of the total capital of CA. But we need
to consider this in more detail.

The 64 real jobbers handled about 2/3 of the volume, £202 million. Quite a substantial
part of their business was among themselves, or with other financial agents. But even if we
disregard that, and assume that their intake of CA represented all the market sales of CA
by the general public35, we find that about 6% of the total volume of CA holdings would
go from investors to the market each year, and then out again, producing a contribution
of 12% to the turnover rate that was measured in Table 5. That is low compared to the
24–44% figures for CA in that table, but may not be unreasonable when we consider the
complete analysis for SO transactions, where the market trades were also a small fraction
of the total. Further confirmation that the jobber transactions may cover most of the run-
of-the-mill public transfers comes from considering the average sizes of transactions. For
all transactions in CA in 1870, the average size was about £1,800, as was noted at the
beginning of this section, while for SO in the 1840s it was about £1,630. For the 5 most
active jobbers in SO, the average acquisition in the 1840s was about £840, while for the
64 jobbers in our CA data set for 1837–46, it was £685. The similarity in the figures for
SO, where we have complete data, and for CA, suggests that we are not missing any major
factors. So as a first estimate, it seems that most of the public’s financial transfers were
of moderate size and went through jobbers, and the large average transaction size over
all transfers comes from non-jobber financial agents and the many non-financial transfers,
such as inheritances or changes of trustees.

There was huge variation in the level of activity among the jobbers. The most active
one did 9.5% of the business (again, as measured by par value of CA acquisitions), the

35 This may not be entirely inaccurate. The money market deals of the jobbers which inflated this estimate of
their dealings with the general public were counterbalanced by a substantial part of the business of the Hoares,
Loyds, Rothschilds, and similar agents who are not among these 64 jobbers who also handled some transactions
with the general public, and not just the money market deals. Evidence of that was shown in the discussion of
SO transactions.
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top 5 did 32%, and the top 10 did 49%. Table 6 shows data for the top 5 jobbers and a
few others, ranked by their volume of business. These figures are not adjusted for special
factors. For example, Peter Stanton Mitchell became active only in the fall of 1840. Hence
on an annual basis, he would rank second in value of transactions, and would be much
further ahead of anyone else in number of transactions.

It is worth remarking that in the 9 years covered by the table, there were approxi-
mately 2,000 days when CA was trading, so Field was completing under 6 purchases of
CA “for money” per day, and Powell under 3. The wide variations in various measures of
performance among the jobbers, even if one adjusts for different levels of capital, suggest
different levels of personal engagement, reputation, connections, and the like. (The level of
involvement in the short-term money market transactions likely played a large and related
role, too.)

Table 6. Consols (CA) trading by active jobbers, 1837–46.

Jobber activity in Consols (CA) in the 1837–46 period, ranked by the par
value of CA acquisitions. The number of transactions, the average value of
transactions, and average level of CA in account at the end of a day are
estimates. All figures rounded. Data from Bank of England Archive, as

described in this paper.

rank jobber volume number of average average CA
transactions transaction holdings

1 Robert Field £19,200,000 11,500 £1,700 £20,800
2 John F. Maubert 12,900,000 6,500 2,000 15,400
3 Hewitt Bostock 12,400,000 10,600 1,170 12,500
4 John I. Hensley 10,800,000 6,300 1,720 14,000
5 Peter S. Mitchell 9,200,000 17,500 525 11,200

11 Charles Keyser 6,500,000 4,900 1,320 7,500
12 William Powell 5,800,000 5,900 990 10,000

20 Samuel F. Stallard 3,500,000 6,000 600 2,600

44 Clement Smith 1,200,000 8,200 150 1,000

62 Robert Potter 250,000 1,300 190 940

The estimated average holdings of all the 64 jobbers put together were about £350,000,
or roughly 0.1% of volume of CA. This is consistent with various contemporary press
reports about transactions in CA of £100 to 200 thousand being handled easily, without
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affecting prices unless there was some suspicion being present in the market that the agent
involved had some inside knowledge.

The activity of the 141 non-jobber accounts was far more concentrated than that of
the jobbers. The top 5 accounted for almost half of the transaction volume, with the
Rothschilds in first place with £18.0 million of CA inflows (slightly less than for Robert
Field) which came to 19.7% (of the non-jobber volume, which was about 30% of the total).
The Hoare bank was second at 8.9%, and the Jones, Loyd bank was third at 7.6%. (William
Hammond the Younger was in 7th place, at 2.8%.) The average total holdings of CA of
these 141 agents appear to have been around £1.7 million, about 5 times that of the
jobbers.

How much did the jobbers earn from trading CA “for money”? (Such trading is all
we are considering now, trading “for account” is largely an unknown that is considered
in Section 14.) Given how quickly they turned over their inventory, they could not have
been doing much market timing, so probably just earned the standard bid-ask spread of
£0.125 on each unit of £100.00 of nominal value. Hence, with about £22 million coming
in and going out of their accounts each year, jobbers collectively made about £25,000 in
gross profits from this business. If we double this figure to allow for profits on trading in
other gilts (which were about equal in volume to CA), we conclude they collectively earned
about £50,000 each year. For a collective capital of what must have been around £1 million
(since the £350,000 estimated for CA holdings should be doubled to account for holdings
in other gilts, as well as a substantial amount of cash), this is not very impressive. CA
itself paid about 3% per year, and the general opinion of the time was that a competent
and diligent merchant, tenant farmer, or other businessman should have been able to earn
about 10% annually on his capital. It is not impossible that LSE jobbers collectively did
earn £100,000 per year on gilts, when one also adds in the profits on trading “for account”
or from money market operations, but we do not as yet have hard data to substantiate
that.

For the public at large, the cost was higher. In addition to the jobber bid-ask spread
of £0.125 there was also the usual brokerage commission of the same amount. So if the
public were selling and buying a total of £44 million of gilts (twice that estimated above
for CA alone) annually, they paid a total about about £150,000 each year. Added to what
seems a very generous estimate of £100,000 per year for jobber earnings, this produces a
total cost of the financial services sector involved in the LSE of only about £250,000 each
year. Yet that is also remarkably small, given the capital of all gilts of £800 million, and,
for comparison, over £1 million that BoE annual revenues amounted to in this period.

Running the LSE infrastructure was very inexpensive. At an annual fee of 10 guineas per
member, the Trustees and Managers (who represented the LSE shareholders and controlled
the facility) collected under £10,000 per year in the mid-19th centuty. But by paying strict
attention to economy, they kept costs down. This enabled them to pay very generous
dividends, around 20% annually on the original investment of £20,000 ([16], p. 16). As has
been seen in a variety of contexts, providing the infrastructure involved lower volatility and
higher profits than the more glamorous service that the public saw.
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The overall picture that emerges from these statistics is of a remarkably small group
of jobbers handling almost all of the market transactions in CA of the general public
with relatively little capital, and scrambling to turn over their inventory as quickly as
possible. However, behind them was another class, even smaller, of large and financially
savvy operators who apparently (see the discussion later) used CA primarily as collateral
for their money market dealings, but could and did step in to provide depth to the primary
CA market.

The conclusions section discusses the applicability of these results, derived from data
for the 1840s, for later periods. It is worth noting that there are some indications (in
particular, in the testimony of Richard Thorp, a gilts jobber, before the 1877–78 London
Stock Exchange Commission [52]) that by the late 1870s, at least some gilts jobbers had
much more capital and handled larger transactions. That suggests there were fewer of them.
That is one of many issues raised by this paper that can be settled with some additional
research in the ledgers.

13 Reduced 3% Annuity (RA) and CA trading

Some data was also obtained about RA transactions from RA jobber ledgers in the set that
covers the period from April 1840 to March 1847. The regular jobbers whose activities are
covered there appear to be a large subset of those who dealt in CA during this period. A
quick scan of the ledger volumes for the 3.25% annuity that arose in 1844 shows that the
jobbers who dominated there were also the ones who dominated trading in CA and RA.
This is consistent with various contemporary printed comments that jobbers specializing
in large gilts dealt with all of them. But only a small subset did any substantial business
in the more exotic gilts, such as SO. Various contemporary accounts state that jobbers
who dealt in foreign government securities or joint stock company shares were largely a
different group, but we do not have quantitative data on this.

A complete record was obtained of the transactions of William Powell for the period
January 1843 through March 1845. His average end-of-day holdings of RA were £5,300,
and since his annual purchases and sales of RA were about £250,000 during the 9 months of
each year he was active in the RA market (excluding the months of March and September
when RA was “shut,” as well as June, when he appeared to be taking a vacation), he was
turning over his RA inventory about 1.3 times each week, considerably slower than for CA.
(The sizes of his sales and purchases of CA were between 12 and 30% larger than in RA,
respectively, although this was for a different period.)

Less detailed statistics were collected for a wider sample of the accounts present in
the RA jobber ledgers. The information that was gathered was the same as for CA, as
described in the preceding section. Most of the accounts were for regular jobbers, such as
Powell, but Lionel Nathan de Rothschild, the head of the London branch of the Rothschild
family, was also included, to represent large financial agents who were not LSE members.
The periods covered were slightly different (1837–46 for CA and 1840–47 for RA, reflecting
different coverage in ledgers for different securities), and Price, Ricardo, and Soden stopped
being active in 1845, so appropriate adjustments were made in the calculations. Given the
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Table 7. CA and RA transactions by some large traders.

Estimated average holdings and average annual turnover of Consols (CA)
and Reduced 3% Annuities (RA) in late 1830s and the 1840s for some
jobbers and the head of the London branch of the Rothschild family, in

pounds sterling of nominal value. Data from the Bank of England Archive,
as described in this paper.

trader average RA RA average CA CA
holdings turnover holdings turnover

John Claris £1,200 £60,000 £3,200 £220,000
George Peckett 5,500 300,000 10,200 450,000
William Powell 4,300 250,000 9,900 650,000
George Peters Price 1,300 150,000 2,500 350,000
Ralph Ricardo 1,700 50,000 12,400 400,000
John Ross Soden 1,400 150,000 3,700 450,000

L. N. de Rothschild 33,000 450,000 225,000 1,500,000

uncertainties in the procedure that was used, numbers in the table were rounded. Turnover
in the table means the nominal value of the given security that was acquired by an account.

Table 7 shows that the activity in CA was just about three times as large as in RA.
Since the capital of CA was almost exactly three times as large as that of RA, as is shown
in Table 1, this is consistent with Table 5, and shows both securities were turning over at
about the same rate.

The Rothschild figures in Table 7 demonstrate that, contrary to various contemporary
reports about large financial players preferring CA, RA was frequently used by them, and
seemed to be treated as a close substitute36. On the other hand, this table also shows
quantitatively the liquidity advantage of CA over RA. The previous section showed that
jobbers on average had only about £350,000 in their CA inventory. If the results of Table 7
are typical, they collectively almost surely had under £200,000 of RA in their accounts on
a typical day.

14 Consols (CA) trading for money and for account

The implicit assumption in Section 12 was that those transfers of CA that are recorded in
the ledgers and which came from market transactions resulted from trades “for money.”

36 As an example, Gilbart, one of the most prominent bankers and writers on banking, wrote that CA was the best
gilt as a reserve for banks, as it was the most liquid, and could be lent to speculators playing the “for account”
trade. Still, he advised investing only half of the reserve in CA, because of the shuttings, [21], vol. 1, pp. 71–72.
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For gilts other than CA, there was no official trading “for account” (although among the
financially sophisticated agents all sorts of private deals were being done, many of which
likely had a similar effect), so there this assumption is largely accurate. For CA, though,
there was active dealing “for account,” and published prices and quotes for CA were given
separately for both types of trades. Contemporary opinion was that “for account” trading
was very large. For example, Morier Evans, one of the most respected financial journalists
of that era, wrote in 1845 ([17], p. 36) that

The very existence of the Stock Exchange, as at present constituted, almost depends
upon speculations in “time bargains;” inasmuch as when there exists a body of nearly
800 members, the actual “money,” or bona fide business, would be utterly inadequate
to provide employment for them all, notwithstanding the enormous magnitude of
the National Debt, and the amount of foreign and other securities.

It is likely that Evans in the quote above, as well as other contemporary observers, over-
estimated the volume of trading of CA “for account.” They were probably misled about
the nature of much of the activity at the LSE. They may have attributed much of the
short-term money market deals to “time bargains.” That is covered in Section 17.

When a trade “for account” was settled in cash on account day (as Evans describes
such trades), we would find no trace of it in the BoE ledgers. But it would still provide
business for jobbers, as well as for brokers. At this moment, though, we have no way to
estimate the volume of such transactions. Trades done “for account” but for the purpose
of actually carrying out the transaction would show up in the ledgers on CA account days.
A preliminary impression is that this was not a large factor in CA transfers, but this will
need to be confirmed by more careful studies of the ledgers.

Before 1860, though, trading in CA “for account” appears to have been about as active
as “for money.” In the absence of any solid statistics on volumes of trading in CA “for
account,” indirect indicators were collected and are presented in Table 8. Information was
collected from CoE for the 5 periods 6 July to 5 August 1825 (26 trading days), 6 April
to 13 June 1848 (57 trading days), 11 October to 7 December 1853 (49 days), 6 July to
4 August 1864 (26 trading days), and 2 May to 31 May 1879 (25 trading days), which
happened to be periods when neither CA nor RA was “shut.” What was recorded for
each security were the number of prices for each security printed for that day and the
difference between the high and low prices of the day. (The number of prices was not the
number of different prices, but the number of prices printed in CoE. Thus on 24 April
1848, CoE lists the following prices for RA: 80.375, 80.625, 80.875, 80.625, and this was
counted as four prices.) Both should be positively correlated with the volume of trading.
What we find is that through 1853, trading in CA “for account” appears to have been
about as active as “for money,” and considerably more active than in RA. In the 1860s and
1870s, though, trading “for account” appears to have diminished substantially. It was not
uncommon to encounter several days when no transactions at all were reported for CAa.
This was likely caused by the elimination of “shuttings” for gilts in 1861, and introduction
of trading ex-dividend. A contributing factor may have been the growth in the number and
volume of volatile securities, which may have absorbed the capital looking for speculative
opportunities. (Trading in CA “for account” could be done with small margin, unlike
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Table 8. Comparison of trading activity among major gilts in 1825, 1848, 1853, 1864, and
1879.

Consols “for money” (CAm), Consols “for account” (CAa), and Reduced
3% Annuities (RA) market data. Source: Course of the Exchange.

gilt average number average daily
of daily prices trading range

1825 CAm 3.27 0.298
1825 CAa 3.88 0.274
1825 RA 2.35 0.207

1848 CAm 4.54 0.476
1848 CAa 4.84 0.456
1848 RA 3.47 0.430

1853 CAm 5.27 0.549
1853 CAa 4.65 0.505
1853 RA 3.37 0.457

1864 CAm 2.96 0.197
1864 CAa 1.85 0.111
1864 RA 2.73 0.201

1879 CAm 3.40 0.215
1879 CAa 1.56 0.080
1879 RA 2.76 0.185

trading “for money,” so was a natural outlet for speculators when gilts were dominant at
the LSE.)

During the period this paper is focused at, the 1840s, we can thus conclude that trading
of CA “for account” may have been comparable in magnitude to that of CA “for money.”
However, various contemporary reports mentioned that commissions were often cut for
speculative trading, and it is more solidly established that only a single commission was
charged when a security was being sold and another one bought right afterwards. So it is
likely that CA “for account” contributed considerably less, perhaps only half as much, to
the revenues of brokers and jobbers as CA “for money.” On the other hand, the data in
Section 13 strongly suggests that trading in non-CA gilts contributed about as much as
in CA “for money,” since the total capitalization of those gilts was just about as large as
that of CA.

Trading gilts “for money” (the only established way to trade them aside from CA)
required substantial capital. Trading “for account” did not, and there were reports from
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later in the 19th century of jobbers with small assets [30]. It seems unlikely, though, that
there would be jobbers in gilts who dealt strictly “for account,” since the bid-ask spread
was low, and there were a few score of jobbers engaging in the trade “for money” and
therefore presumably also “for account.”

15 Financialization of the early Victorian economy

Financialization has usually referred to the increase in size and importance of the financial
sector. In modern times it is often used to denote the perceived dominance of finance over
all other parts of the economy. While the recent growth of finance has been striking (by
one measure it grew from about 3% of the U.S. economy in 1950 to about 8% by 2010,
and in 2007, before the crisis of the following year, and again by 2014, it earned over 30%
of all American corporate profits), it is worth recalling that this process has been going
on for a long time, and has aroused controversy from the beginning. Thus we find Daniel
Defoe writing around 1700 (two decades before the notorious South Sea Bubble, even) a
pamphlet entitled The Villany of Stock-jobbers Detected, and the Causes of the Late Run
upon the Bank and Bankers Discovered and Considered.

The early Victorian time were a particularly interesting period in the financialization of
the British economy. While the basic ideas, laws, and institutions were similar to modern
ones, they were still relatively undeveloped. The discussion of gilts investments earlier
in this paper, especially of SO, showed how different the long-term capital markets were
from ours. Not only were gilts the predominant securities, but they were held largely
in small accounts. There were no mutual funds, no pension funds, no hedge funds, and
no private equity groups. The only large financial investors in gilts were the insurance
companies, which appeared as substantial holders of SO. Around 1840, the largest and
most prominent, the Equitable company, had about £7 million of its total investments of
around £11 million in CA and RA. However, the Equitable was a giant in the industry.
The first solid compilations of life insurance assets in Britain start around 1870, when the
government requries reports to be filed. They showed total assets of the industry at that
time of £94 million37. Around 1840, that total must have been no more than a third of
that38.

A comprehensive table of total national assets of Great Britain from 1688 to 1977
is available in Appendix A7 of [22]. As that treatise warns, “the figures now available
permit only very guarded and preliminary statements about the level and movements of
financial assets until the mid-20th century,” but “the main trends are not likely to be
misrepresented” ([22], p. 230). In particular, financialization was still in the early stages.

37 Parliamentary Papers 1874 (275) LV.1.
38 In the early early Victorian times, much, if not most, of insurance company investments seemed to be in gilts,

as in the case of the Equitable discussed in Section 8.3. By 1870 those appear to have shifted to other areas,
primarily real estate.
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16 The early Victorian British banking and shadow banking
systems

Even though the banking sector dominated the British financial industry in the middle
of the 19th century, it was very small by modern standards. In the U.S., bank assets are
around 100% of GDP, while in Western Europe they are typically in the 200–400% range
(with UK at the upper end). A century and a half ago, the ratio in Britain was around one
third, but only if we stretch the defition of banks to include the “shadow banking system,”
that of financial intermediaries that are not subject to regulation. There are claims that
this system helped bring about the global financial crisis of 2008, and suspicions that it
might facilitate the next one. By some estimates the current (2016) shadow banking system
may be as large as a quarter of the entire world financial system, and it is of major concern
for regulators and policy makers.

In early Victorian times, it could be said that the shadow banking system was all that
existed. There was very little regulation or transparency. The BoE is the only institution
that was subject to serious scrutiny, but was forced to publish regular reports on its opera-
tions only in 1844. The other banks were limited as to issuance of their own paper money,
but otherwise were largely left alone. The 1844 legislation did impose a minor disclosure
requirement on banks, in that they had to report the names of all partners. Even that was
a cause for controversy. When James Gilbart collected some information about the num-
bers and family relationships of various London private banks that had been submitted as
a result of that law [20], his publication was “said to be offensive to some of the private
bankers”39.

Most contemporary observers (such as Bagehot in his famous Lombard Street [7]) clas-
sified the British banking system into

– Bank of England (BoE)
– private banks
– joint stock banks
– discount brokers and dealers (with Overend, Gurney the largest and most prominent

until its spectacular collapse in 1866)

The best contemporary quantitative estimates of those sectors appear to be those published
by Palgrave [42] in 1873, the same year that Lombard Street appeared. For the BoE and
joint stock banks, the available figures are relatively precise and trustworthy. For private
banks, the estimates are extremely vague, as they were very secretive then, and very little
of their hard data has been preserved. The volume of bills of exchange is somewhat better
known. It was the subject of a series of studies in the 19th century, starting with Leatham in
the early 1840s. Their statistical sophistication and reliability grew with time, but still left
much uncertainty40. The London discount market, which was based on these bills, has been
investigated extensively, cf. [28,46]. It started out with bill brokers, who only put buyers
and sellers together, and evolved into a mixture of bill brokerage and bill dealing, in which

39 The Times, 19 May 1845, p. 7.
40 A thorough survey of those studies and the limitations of them is available in [39].
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the agencies actually bought the bills (relying primarily on money that was deposited with
them). The best estimates of the volume of bill market deposits for the mid-1840s are of
about £11 million, with about £6 million of that accounted for by Overend, Gurney [27,28].

The estimates we have for all the financial institutions cited above, other than the BoE,
are not only rough, but very coarse-grained. Thus for bill dealer deposits, King [27,28] could
only conclude that they grew from about £11 million in the mid-1840s to £17.5–20.2 million
by the mid-1850s. We can learn nothing detailed about their behavior during the Railway
Mania or the two financial crises of 1847.

It turns out there was yet another element of the British short-term money market
some of whose parts might be quantifiable on a day-to-day basis. That is the lending with
gilts as collateral, much of it conducted by the jobbers of the LSE.

17 The London Stock Exchange as key element of the money
market

The LSE’s role in the London short-term money market presents a perplexing picture.
In spite of the flood of brief references to it, even serious contemporary observers (such
as Bagehot) ignored it, as if they were all engaged in a conspiracy of silence. Perhaps
the lack of information about the LSE helped conceal the size and importance of this
role, or perhaps it was thought to be a minor adjunct to the other financial institutions.
Whatever the reason, the picture that we obtain from published books appears seriously
misleading. This section presents just a few brief comments on this topic (restricted to the
early Victorian times, too), which will require much more research to explicate. What is
written here should be regarded as speculative, and not as solid findings with extensive
documentary support.

The best description of this ignored aspect of LSE’s function is in the 1842 Exchequer
Bills Forgery Commission report [50]. It is not an ideal source for us, as it concentrates
on its assigned mission, namely investigation of the forgery. The Commissioners were not
experts in finance and there is little statistical evidence. Further, the testimony of the
witnesses has to be treated with some care, as they all had direct or indirect incentives41

to convince the Commissioners that everyone at the LSE behaved properly, and that there
had not been any reason to be suspicious. Still, much of the evidence was very concrete,
and was substantiated by production of documents.

The testimony in the Exchequer Bills report explains some of the phenomena noted
in this paper, such as the high volume of transactions between financial agents, and helps
elucidate many other issues about the British money market. It shows there was a rich
ecology of different species of money market actors, centered on the LSE. Many were
outsiders, many were LSE members. Generally speaking, those acting as brokers, just
arranging deals but not handling the funds, were receiving 0.5% on the short-term loans,
while those (including many jobbers) who were real intermediaries and so took some risks
and had to have substantial capital took 1%. There is real color to the testimony, not just

41 In order to convince the government to take responsibility and reimburse the holders of the forged bills, which
the government did do in the end.
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the cries “Borrow money, borrow money” cited in the Introduction, but detailed accounts
of interactions, and how information about potential deals and trustworthiness of various
parties diffused at the LSE.

The short-term loans on the LSE appeared to be made essentially exclusively with
collateral that consisted of Exchequer Bills, gilts, or other securities traded at the LSE.
However, there was a general tendency to arrange deals to expire on CA account days.
Otherwise, though, there did not seem to be any special preference shown for CA over other
gilts. This is consistent with the observations of this paper that CA and RA appeared to be
used about equally, when adjusted for their capital, and that even small and obscure gilts
like SO were accepted42. Thus the preponderance of citations to “borrowing on Consols”
that one finds in contemporary literature was not a reflection of actual practice, but of
usage of Consols as a shorthand for all the 3% gilts, which appears implicated in the
overpricing of CA relative to RA, cf. [40,41].

It was not just banks that were utilizing the LSE to earn some money on their excess
cash reserves. We find through [50] figures such as Alfred Bell and Samuel Steward, two
lawyers in a partnership, resorting to the LSE to lend some of their savings on Exchequer
Bills. Similarly, Edward Sherman, a coaching business operator, put his money in LSE-
centered loans until it was needed for his large monthly payments. Thus although the
bulk of the British investing public was extremely inactive, just collecting their interest
(called dividends then) twice a year, there was a substantial population that was active
and sophisticated in their use of available financial instruments.

Much of the money market business was handled by jobbers, which explains a sub-
stantial part of the activity we see in the ledgers for CA and SO. A jobber would lend
money to an outside customer, and transfer some CA, say, into his account as collateral,
and then would turn around and transfer that CA to another customer who had money
to invest. Although we do not yet have detailed transactions studies documenting this, it
seems a reasonable conclusion that such operations enabled them to operate with smaller
gilt inventory than would be required otherwise. Gilts jobbers did accept Exchequer Bills
for collateral, but in the words of one of them, “we have rather have [collateral] on stock
[i.e., gilts], because it is more useful to us jobbers” ([50], Q. 3019). Since CA was a book-
entry security, a jobber who had £10,000 of CA that was transferred to him as collateral
on a loan could sell that on the floor of the LSE in the belief he was going to be able to
replace it before the loan was repaid and he had to transfer that CA back. The borrowed
could not tell this was happening. Such action was not an option with Exchequer Bills,
since those were bearer instruments, and the prevailing custom at the LSE was to return
the same bills as had been offered as collateral.

Exchequer Bills forgery report also documents the existence of large non-jobber money
market operations at the LSE. In particular, the partnership of Frederick Harrison, Robert
Hichens, and William Hichens was mentioned in Section 12 as having their accounts com-

42 It should be mentioned that this is a provisional conclusion. It is possible that different amounts of margin, called
“cover” then, were required, depending on the particular gilt that was used. Exchequer Bills were apparently
accepted at face value, gilts required modest margin of a few percent, while more volatile securities, such as
Spanish government bonds, called for much higher margin. The precise amounts were not regulated, and seemed
to be a matter of custom and individual negotiations.
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bined for the purposes of studying CA transactions. All three were LSE members. CA
ledgers say nothing about the existence of the partnership, but the Forgery Commission
hearings reveal its existence. They characterized their business as that of both ordinary
brokers and money dealers, lending £30 million in 1841, but, unfortunately, did not say
anything about the average duration of those loans.

The extensive money market operations on the LSE that are documented in the Ex-
chequer Bills forgery report explain the frequent references to interest rates at the LSE in
contemporary financial reports, even in the provincial press. We find many citations of the
form “Money is very easy in the City on first-rate securities; it can be borrowed on [CA]
at [1.5–2%]”43. Sometimes one finds more detailed reports, typically in a time of turmoil,
as in the following case, dating to two months before the great financial crash of December
1825:

There is again a great change in the value of money in the City; it may be borrowed
on [CA] at the rate of [2 to 2.5%]; Bankers’ bills are discounted at about [3%], Mer-
chants’ at about [4%]. So scarce are the [gilts with nominal yield of 4% that existed
then], that a person holding them may receive the market price, with the condition,
that the stock shall be returned to him in a few weeks. By this operation the holders
of this stock have the use of the money for nothing, for whatever stipulated time
the stock may be borrowed44.

There was practically nothing said about these money market operations in the hearings
by the Royal Commission on the LSE [52], even when there were obvious opportunities
to delve into this subject. For example, one of the witnesses was Percival Spurling ([52],
Q1028ff), a member of the Committee for General Purposes (which governed the conduct
of business at the LSE). He represented the firm of Spurling and Skinner, who were brokers
and “money-lenders all through the century.” (That phrase was meant quite literally, as his
father became a clerk to a broker in 1798, in the old, less formal, stock exchange.) Of the 160
questions that were addressed to him, only about 10 dealt with money market operations,
although it has to be said his responses were very enlightening. Another witness who was a
member of the LSE, Lionel Louis Cohen, was asked about 600 questions, but only about 10
of them were about that institution’s money market operations ([52], Q3008ff). Yet Cohen
had much of interest to say. In particular, he had made a comparative study of LSE and
continental European stock exchanges, and ascertained that the LSE was unique in being
part of a money market.

That most of the contemporary investment guides and books about the Stock Exchange,
such as [31], did not discuss this shadow banking operation of the LSE is natural, since
those publications were aimed at ordinary investors45. What is most surprising is that
even some very knowledgeable people seemed oblivious to the implications of these money
market operations. A high volume of short-term loans terminating on account days had
to produce a high volume of financial transfers on those days, whether in cash (usually

43 Scotsman, 12 April 1837, p. 2. Brief references of this type typically cite just rates for loans on CA collateral.
44 Taunton Courier, and Western Advertiser, 12 October 1825, p. 3.
45 There were a few exceptions. Probably the best coverage, although still one that seems seriously deficient, is

in [11], in Chapter 12, “The open market.”
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meaning BoE notes) or checks (many of which went through the Bankers’ Clearing House).
Yet the observed high volumes of such transfers were almost universally interpreted as
indicating disreputable speculation. A particularly interesting and early case of that is
James William Gilbart, who was quoted several times before. He was certainly one of the
most knowledgeable bankers of that era, and he does show up in some of the BoE jobber
ledgers as a name on an account that must have belonged to his employer, the London
and Westminster Bank. In his main book on banking, which went through many editions
and garnered extensive praise, he did note that “short loans on the Stock Exchange”
were one of the ways that bankers could use their “surplus funds”46. So he was definitely
familiar with LSE money market operations. Yet, in his description of trading “for account,”
he railed against such trading that did not result in actual securities transfer, but was
settled in cash, as “gambling in the funds” ([21], p. 393). Further, although this is a little
ambiguous, it seems that he regarded the increased volume of drafts processed at the
Bankers’ Clearing House on account days as resulting from just such operations. Such an
unwarranted conclusion is much clearer in the case of Giffen. In his analysis of the LSE
Clearing House that had been set up in 1874, and which published some statistics of its
operations for a while, he did not refer at all to the use of LSE securities as collateral for
short-term loans [19,52]. This is very surprising, as Giffen had been the financial editor for
the Economist and the Daily News and was regarded as one of the most knowledgeable
observers of the markets47.

Even more surprising is that LSE members did not cite money market operations as
explanations for high volume of cash transactions on account days. They and the whole
LSE were constantly denigrated for all the “gambling” activities that were apparently
taking place there. The London Stock Exchange Commission of 1877–78 spent a lot of time
grilling witnesses about the prospect of being able to separate investing from speculative
dealings [52]. They were constantly told this was impossible, that brokers and jobbers could
not in general know what their customers’ intentions were. Yet none of those witnesses
made a clear statement that much of what seemed to be pure speculation was likely just a
reflection of the use of collateral for short-term loans. It would seem that this would have
been a better defense, one much easier for their questioners and the public to accept. But
this was not done by anyone, at least not very explicitly. (Several witnesses did cite the
usefulness of some of the supposedly “speculative” deals, but without going into details.)

At the very end of the 19th century we find yet another instance of the obvious being
overlooked. W. Cole, in his study of the relations of banks and stock exchanges, writes in
one paragraph that most of the volumes of cash transactions on account days “represent
speculation pure and simple,” and yet just two paragraphs later says that “the principal
connection between banks and stock exchanges [is the] advancing money by banks on Stock
Exchange securities” ([12], p. 407). He somehow fails to allow for even the possibility that

46 [21], p. 67ff. The other outlets for such funds that he listed were (a) “Government securities,” (b) “loans to bill
brokers, payable on demand,” and (c) “first-rate bills obtained through the bill brokers.”

47 A similar view was expressed a few years later by another editor at the Economist, in the article “The Stock
Exchange Clearing-house, and its influence upon speculation,” 6 October 1883, pp. 1160–61, that was based on
indirect observations of the operation of the new LSE clearing house that had been established in 1880.
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the latter would involve regular commercial money market operations, not just specuation,
and would contribute to the former.

Just basic logic shows much of the money coming from banks must have been used
not for wild speculation in volatile foreign mining ventures, say, but rather in loans to
established entities with solid balance sheets. When bank B lent £100,000 to jobber J, it
received from J high-quality securities, such as gilts, to slightly higher value, say £103,000.
But where did J get those gilts? Jobbers simply did not have enough capital of their own
to make a perceptible difference. What must have happened is that J obtained those gilts
from some other investor, say C, as collateral for a loan. J’s own capital then served just as
a swing element, bridging the time gap between receiving gilts from C and passing them
on to B. With high volume of short-term transactions, J’s modest capital would then serve
to power a far higher volume of transfers from outside lenders to outside borrowers.

The view presented here of large money market operations at the LSE mostly backed
by collateral consisting of LSE-traded securities is consistent with all the evidence that has
been collected so far. It also helps explain various puzzles in the literature, and suggests
somewhat different interpretations to what other scholars have written. For example, we
find many references to loans through the LSE, as in [14], pp. 163–64 and in [45]. But often
these loans appear misinterpreted. For example, Cole wrote in 1899 that “nearly the whole
of the “professional” speculation on the Stock Exchange is carried on with bank money”
([12], p. 409, cited also in [30], p. 107). However, that speculation seems more likely to
consist of solid loans, also against good collateral, to others, as opposed to purchases of
securities. The substantial profits earned by brokers from “interest” that have been found
in their accounts (cf. [30], p. 120) most likely do come largely from their fee (0.5% in
the early 1840s, according to the Exchequer Bills Forgery report) for lending customers’
money to jobbers or specialist money dealers, who then lent it to borrowers outside the
LSE. They are unlikely to be earned from lending by those brokers of their own money,
since they seldom had enough assets to earn the large profits that are documented.

Among modern books about the LSE, Morgan and Thomas argue on the basis of
some comments by the government broker before the London Stock Exchange Commission
about operations by the BoE that “the process generally described in banking literature as
‘borrowing on Consols’ was normally” a regular sale coupled with purchase “for account”
([35], p. 121). This is surely incorrect in most cases, even though there is no reason to
doubt it did apply to the transactions referred to by that broker48. First of all, while
“borrowing on Consols” was a common term, it seems often to have been used to refer
to any borrowing with any gilts being used for collateral, of the kind that is documented
in this paper for SO and RA. And for gilts other than CA, there was no trading “for
account,” so the maneuver assumed by Morgan and Thomas to be dominant was simply
not available for them. Second, simultaneous sale for cash and purchase for account incurred
high costs in terms of broker commissions and jobber bid-ask spread, as is discussed in the

48 Such a procedure may have become common on the part of the BoE around that time, as it shows up with some
frequency in the Economist in the 1870s, and that paper even had a regular leader, not just a citation in its
financial column, to it on 18 October, 1872, p. 1262.
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Exchequer Bills forgery report [50]49. There was yet another factor that appeared to matter
greatly, namely a behavioral economics quirk, with investors being reluctant to sell. The
Exchequer Bills Forgery Commission was puzzled by this and asked witnesses several times
about it. What they heard was (to quote one jobber, Charles Keyser) that “[p]ersons will
frequently rather give [10% on gilts] than sell it,” that “[t]o any person conversant with
stock business that is a matter of notoriety,” and that “it is a thing we cannot ourselves
understand; persons will go on from year to year giving [4–6% on gilts] rather than sell it.”

The most recent scholarly book account of the LSE, by Michie [34], does mention money
market operations at the LSE, but in a way that can be questioned50. For example, in the
early history of the London gilts market, in the first few decades of the 18th century, Michie
describes the emergence of jobbers, and characterizes them as agents who “employed their
own money to buy securities in the expectation that the price would rise” (p. 23). That may
possibly have been true of the earliest jobbers, but not of the ones studied here, those of the
early Victorian era. Those had relatively small holdings which they were striving to turn
over as quickly as possible, basically just providing a market for outside customers. Later
Michie describes the evolution during the 19th century of the system of “banks, directly or
indirectly, employing part of their idle balance in transferable securities” (p. 27), with the
implication of the subsequent passage being that this money was used to purchase gilts,
either by the bank or by those it was lent to. The lending of cash against collateral of gilts,
which appears from these studies to have been the dominant form in which such funds were
used, is not mentioned. It could be that practices changed as time passed, and that during
the period dealt with by Michie in that part of his book direct purchases were common (as
indeed, holdings of gilts by private banks apparently were more common during the French
and Napoleonic wars). For the period after Waterloo, Michie does cite the use of gilts for
“short-term investment” (p. 52), and makes the very good point that “what the public
took as meaningless speculation was but the ebb and flow of the money market adjusting
to the constant fluctuations to the supply and demand for money at home and abroad.”
But there is still no emphasis on borrowing with gilts as collateral. That only shows up
later, in the discussion of the LSE around 1900 (p. 133). But even then, the story seems
incomplete. Michie writes that for banks, “an increasingly common practice was to lend
funds to brokers and jobbers who would invest it on their own behalf, and accept the risks
involved.” The picture that emerges from this study is that the brokers and jobbers were
not investing the banks’ money, rather passing it on to other institutions (often banks,
again) and obtaining collateral that minimized their risks. And they were just continuing
a practice that had prevailed for most of the preceding century.

Michie wrote ([34], p. 136):

49 It should be noted that those costs may have been much lower for the BoE, which may have induced it to rely
on such moves to a greater extent. The government broker worked for both the government and the BoE, and
was paid a flat fee for government work. It is not known if this fee also covered transactions for the BoE. Even if
it did not, it is likely that the BoE had another flat fee deal, in which case its incremental cost for a commission
on a sale and purchase would have been zero. The BoE, due to its size, might also have been able to get lower
effective jobber bid-ask spreads than other investors.

50 Similar comments apply to the more focused coverage of the LSE and the money market in an earlier work by
Michie, in Chapter 5 of [32].
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Over the 1867–1913 period Britain was free of major monetary crises ... Instrumental
in achieving this stability was the liquidity given to the monetary system by the
ability to employ and release funds, virtually at will, through the mechanism of the
Stock Exchange. It was this rather than any development of central bank policy by
the Bank of England or the developments in a national banking system, that was
the crucial force at work.

These claims about the important role of the LSE in providing crucial flexibility to the
British financial system are presented without quantitative evidence in [34]. However, they
are plausible. Banks, shadow banks, and other institutions of Victorian Britain tended to
be very conservative in their policies. The LSE seemed to be the central place that could
and did react quickly. The rapid changes in interest rates and variations in rates for lending
on different but seemingly equivalent securities that was perplexing to the Exchequer Bills
Forgery Commission in 1842 were likely just manifestations of the fact that a variety of
financial flows were being equilibrated. However, contrary to the implication of Michie’s
book, the LSE was playing this role not just by the end of the 19th century, but also by its
beginning, and likely even sooner. And yet there were major financial crises in 1825, 1847,
1857, and 1866, as well as many smaller ones. So we cannot attribute the stability of the
1867–1913 period just to the LSE. But in order to understand its contribution, and how
it may have changed so as to assist in preventing crises. we need to learn more about the
LSE’s money market function. Unfortunately there is not much quantitative evidence we
can use for such studies.

The Exchequer Bills forgery report gives the impression that the most commonly used
collateral for money market operations at the LSE were Exchequer Bills, with gilts second,
and then a variety of other securities, such as East India Company bonds, BoE shares,
Spanish government bonds, and so on. This evidence is likely biased by the fact that
this commission was investigating a forgery involving Exchequer Bills, so concentrated on
dealings in them, and talked primarily to the brokers, jobbers, and others who for one
reason or another were heavy users of them. But it may reflect actual usage. Although
Exchequer Bills were awkward instruments, they played an important role in the financial
industry, as their volume (over £50 million at the height of the Napoleonic Wars, and
still around £20 million by mid-19th century) was far larger than that of any other short-
term risk-free and interest-bearing security51. Unfortunately Exchequer Bills were bearer
instruments, and we do not have any good source of data on their usage.

In fact, gilts are the only financial instruments for which we have comprehensive records,
in the ledgers in the BoE Archive. Their role as collateral undoubtedly declined in the
second half of the 19th century, as the volume of other securities grew. But they kept being
used, as they were the stable foundation of British securities markets. Hence careful studies
that go far beyond what is presented in this paper might provide a more accurate view of
the London money market.

51 The negative interest rates mentioned in the Introduction were an artifact of the shortage of Exchequer Bills,
and led to a persistent mispricing for a while, until Gladstone’s move in early 1853 to reduce interest rates
on them caused a sudden drop in their value. This was not exactly what we think of as negative rates today.
Exchequer Bills declined in volume and importance later in the 19th century
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18 Messrs. Hoare, bankers

That the Rothschilds should appear as the most active non-jobber traders of CA is no
surprise, given their extensive financial operations. That the Loyds should play a large
role is also to be expected, as their bank was one of the largest ones on Lombard Street,
the center for commercial banking activity. What is surprising is the high level of activity
of the Hoare bank in practically all the gilts that have been looked at, second only to
the Rothschilds. C. Hoare & Co., as it is now known, and which often was referred to as
“Messrs. Hoare,” was one of the West End banks that were regarded as remote from the
hustle of the City, London’s commercial heart, and published histories of this institution
have not shown any indication of such activities [23,25].
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Fig. 1. Balance in the Hoare bank ‘City Account’ from October 1839 through September
1849. Scatter plot shows actual balance on a day to day basis, the line a smoothed version.
Vertical lines correspond to the uncovering of the Exchequer Bills forgery at the end of
1841 and the financial crash of October 1847. Source: “Little Ledgers” in the archives of
C. Hoare & Co.

Unfortunately the Hoare records for the 19th century are fragmentary, and provide only
some tantalizing hints of what this bank was doing. Hopefully with deeper research into
those records and other sources we will obtain a fuller picture. This section mentions just
some preliminary results that give some partial insights into this bank’s involvement with
the LSE, and also into the money market operations at the LSE.
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The main sources from the Hoare archives that were used in this investigation were
the “Little Ledgers” that contain records of some bank holdings and transactions, and
the “Michaelmas summaries” which were brief annual summaries of revenues, profits, and
assets. (The Hoare fiscal years ended on Michaelmas, 29 September.) They do not show
any noticeable holdings in gilts. On the other hand, as was shown before, BoE ledgers prove
the Hoare partners were frequently substantial owners of a variety of gilts. The most likely
explanation for this discrepancy is that the gilts were collateral for short-term money
market transactions (and, quite likely, occasionally some holdings on behalf of banking
clients), and were treated by the bank separately from their core assets. That is consistent
with the behavior of the Hoare gilts accounts, which show frequent transactions.

Starting in May 1813, the Little Ledgers contain itemized transactions in something
called there the “City Account.” Those are not explained, but various remarks attached
to them together with internal evidence shows they correspond to short term loans, and
the interest rates are either stated explicitly or can be deduced from the entries in those
records. Many of the borrowers are recognizable names, frequently LSE jobbers. David
Ricardo, the famous economist who first gained prominence as a very successful jobber
and “contractor” for government loans (i.e., leader of investor syndicates that bid in the
auction for the giant loans that the British government was selling during the wars), shows
up there, for example for £196,000 in early 1814, as well as other loans. Various other
Ricardos, William Hammond the Younger and other Hammonds, several Rothschilds, and
such money dealers as Harrison and the Hichens also appear.

Figure 1 shows the outstanding balance in the City Account from 29 September 1839
to 29 September 1849. The large sums in the early 1840s are consistent with the testimony
in May 1842 before the Exchequer Bills forgery commission of Charles Keyser that ([50],
Q3081ff.)

Messrs. Hoare lend about [£600,000 or 700,000] to us jobbers every [CA] account,
and we have to lend the money again to other parties; we borrow it of them at [3%],
and lend it to other parties at [4%], and very often make money of it in that way.

Keyser knew what he spoke about, since he was a large jobber, and he shows up in the
City Account as a frequent borrower. Keyser’s testimony implies that much of this lending
by the Hoare bank had been on the security of Exchequer Bills. However, Keyser explicitly
claimed that after the forgery came to light, in late October of the preceding year, the Hoare
bank stopped accepting this type of collateral. What he did not explain is what replaced
it. The dramatic decline in the City Account that is visible in Figure 1 came in January
1843, quite a bit later, and so some other collateral must have been used throughout 1842.
We know, on the basis of CA ledger records, that it was not CA.

In general, the City Account balances were far larger than the amounts that have been
found standing in Hoare names in gilts ledgers. A serious attempt to integrate the City
Account data with the gilts holdings information in the BoE ledgers has not been attempted
yet, but it has been ascertained that many of the gilts transactions do not correspond with
anything in the City Account. So it seems that the Hoare bank had several accounts for
short-term money market transactions.
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A very large fraction of the loans in the City Account had due dates on CA account
dates (although a very large fraction of those were then renewed). This supports the thesis
developed earlier, that much of the money flow on account days represented not speculation
in CA, but money market operations.

It is not known where the money for the City Account or other money market lending
by the Hoare bank came from. As was noted before, it apparently was common for British
banks to lend some of their spare cash to the money market through the LSE. However,
the Hoare bank during this period had total assets in the range of £2 to 2.5 million and
cash holdings in the range of £200,000 to 400,000 (based on the Michaelmas summaries).
That does not leave room for money market operations on the scale visible in Figure 1.
The Coutts bank was another West End bank that, contrary to popular reputation, was a
large operator on the money market (and apparently strongly preferred Exchequer Bills as
collateral, [50], Q2030, which is consistent with its small presence in the gilts ledgers that
have been examined). However, Coutts was the London agent for many country banks,
especially Scottish ones, so its lending may have been primarily on behalf of such clients,
aggragating their excess cash reserves. The Hoare bank was not the agent for any other
banks, though. Perhaps what it did was to gather some funds from its wealthier customers
and invest those for them. That would explain another puzzle, namely that while this
bank, along with all the other private London banks, did not pay interest on its customers’
regular accounts, the Michaelmas summaries show substantial amounts of interest expense.
Some of that may have been this bank borrowing at the LSE (as various banks did) for its
general operations, but most may have been payments to the institutions or individuals
that provided the sums that were lent out through the City Account.

Deeper investigation of Hoare archives may shed some light on some crucial periods
in world financial history. For example, Figure 1 shows that the outstanding balance of
the City Account declined sharply just before the crisis of October 1847 that led to the
suspension of the gold standard. Various studies of BoE actions in that period have been
carried out. The Hoare data (and possibly data from other financial agencies, such as the
Coutts bank) may provide new insights into this event.

The superficial investigation of the Hoare City Account that has been carried out so
far does not allow us to tell, say, what led to the changes in the outstanding balance in the
fall of 1847. We can say, though, that it was not caused by a dramatic increase in the rates
charges by the bank. Its rate in this account was in the 4.5–5.5% range from June to the
beginning of November (after the crash, that is), with just four exceptions. The exceptions
were a couple of small loans at 6%, and two loans at 7%, the latter to jobbers, a small
one for £2,000 for one day to Underhill, and a big one for £100,000 to Maubert for an
extended period52.

In general, the interest rates on City Account loans remained constant for extended
periods of time, and to be generally uniform among the borrowers. (There were some
interesting exceptions, such as Overend, Gurney on many occasions paying 0.25% or 0.5%
more than others.) This supports the general image of money flows between LSE and

52 The suspension of the gold standard was tied to an increase of the BoE discount rate to what was then viewed
as an unprecedented rate of 8%. However, much higher rates were reported as prevailing in various private
transactions at that crisis time.
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outside financial institutions coming in at stable rates but in varying volumes, depending
on the needs of those institutions, and the jobbers and other LSE member being the
equilibrating agents keeping the whole system stable by moving that cash among different
customers and securities through variation of interest rates.

19 LSE members and their activities

Section 12 showed that almost all of the regular transactions of the general public in CA
that went to the floor of the LSE were handled by only about 60 jobbers. Inspection of a
sample of ledgers for some of the other gilts indicated that it was jobbers from this group
(although often, as in the case of SO, just a small subset) that dominated all trading there
as well. There could still have been some jobbers who did not handle any trading of gilts
“for money,” and only dealt in CA “for account,” possibly on a day-to-day basis, leaving at
the end of the day with no obligations. (Such a mode of operation was apparenly standard
for a class of jobbers later that century, presumably mostly in non-gilt securities.) But
this seems unlikely, since the spreads in CA, the only gilt with “for account” transactions,
were slim, and volatility was generally low, so it is hard to imagine anyone making a living
that way. Further, we have no indications from contemporary sources that such jobbers
existed. Hence it seems likely that all the regular jobbing work in gilts was done by these
60 or so individuals. This conclusion is strengthened by the data about the likely earnings
of all jobbers, as the flow of orders, and therefore of earnings from the bid-ask spread
was not large. Extrapolating from the data we have for CA “for money” dealings leads to
the conclusion that as a group those 60 jobbers earned substantial amounts, but not very
much in terms of return on invested capital. Furthermore, earnings were very unequally
distributed among them, so the reports of some retiring very wealthy are credible, as are
the suspicions that many (possibly most) barely managed to make a living.

The estimate of about 150,000 transactions in gilts per year that were recorded in the
BoE ledgers, spread over 60 jobbers, gives an average of about 12 transactions per day
over the four days per week (Tuesday through Friday) that gilts trading was concentrated
in. Tossing in a few transactions “for account,” as well as some short-term money market
transactions, still gives what might seem to us very low level of activity. However, that
has to be put in context. The primitive paper-based technology as well as the rules of the
BoE imposed limits on the speed and volume of transactions. Further, there were strong
seasonal effects, as well a daily rhytm of business. Since avoiding extra charges at the BoE
meant having to fill out the required forms there by 1 pm, there was apparently a strong
tendency to carry out as much of the business as possible before then and a temporary
emptying of the floor of the LSE just before that time (cf. [2], p. 59), and most likely
not much business later in the afternoon. Hence there must have been periods of frantic
activity. As an example, the detailed study of Clement Smith’s dealings in CA “for money”
during the first half of 1844 (which meant 5 months, as CA was “shut” in June) found a
total of about 1,100 transactions spread over slightly over 100 days, or about 10 per day.
But on 10 days he carried out 20 or more deals (with a maximum of 31 in one day), and
this was just in CA “for money.” So it appears likely that on relatively rare occasions there
would be an hour or two of hustle, but most of the time not much was happening, aside
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from the constant gossiping and higgling that helped oil the markets. Hence there was a lot
of time for the practical jokes and school-boy pranks that the LSE was notorious for [4,15].

There is still many interesting questions about the internal workings of the LSE that
are open. For example, most of the time the price of CA, say, was stable, with a single
bid-ask range being offered by all jobbers. What did competition among the jobbers look
like then? Even the superficial examination of the ledgers shows that there were large
variations among jobbers in the sizes of CA transactions they carried out. Just how did
this arise, and what were the relations with the brokers that helped maintain such a state?
We might be able to get at least partial insight into this and related questions by more
intensive studies of the ledgers.

The results of this paper lead to a plausible picture of how the gilts trading at the LSE
was carried on, even though many issues are still open. But that picture has just 60 jobbers
in it, and so we are left with the question of what the other 90% of LSE members were
doing. That is very unclear at the moment, and calls for more studies. There does not seem
to have been enough money flowing around to enrich too many of them. Many were brokers
who brought gilts business to the jobbers. There were also all the jobbers who specialized
in foreign government securities and joint stock company equity. Although the total volume
of such securities was probably under 15% of the total around 1840, anecdotally they were
traded more frequently, and were far more volative, with much higher bid-ask spreads.
Since jobbers in those securities did not have to possess much capital, unlike those trading
in gilts “for money,” as essentially all trading was done “for account,” there was more scope
for people of meager means to try to earn a living there. Further, there were some LSE
members who specialized in the “shadow banking” transactions discussed earlier. And, as
we can see in the Exchequer Bills forgery report [50], there were LSE members who did
not have fixed roles, and hung around looking for deals.

It is also possible that many members showed up on the floor of the LSE only occa-
sionally. This was feasible, since financial costs of LSE membership were relatively light,
with annual dues of £10.50. (This was not completely trivial, however, since the annual
income of a lower middle class family, and of senior bank clerks, was on the order of £200.)
Such low levels of participation at the LSE seem forced by the limited space in its building,
which would have been grossly overcrowded had all members shown up.

We can find some explicit examples of LSE members who were not very active. For
example, Francis Stedman was a prominent jobber in SSC securities, especially in the very
small and obscure S1751 (discussed in Section 6). However, he mostly handled very small
transactions. He was a senior clerk at the SSC, and seemed to be slowly accumulating a
substantial personal investment in SSC securities. Yet he also did all that trading, perhaps
allowing investors to bypass the LSE and do everything at the South Sea House, where
they had to go to finalize the transactions. He was laid off by the SSC as part of their
restructuring in 1845, yet kept up his membership in the LSE at least through 1848, even
though practically no transactions on his part during that period have been found in the
ledgers. (He may, of course, have been active at the LSE in other types of trades, perhaps
in foreign loans or joint stock company shares, which did not lead to entries in the ledgers
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that are available to us.) Presumably he only went to the LSE on special occasions even
while employed by the SSC and acting as a jobber in SSC securities.

Another case of LSE members who apparently did not spend much time on the floor
of the LSE were Robert Cottle and Richard Harrison. From at least 1825 to 1846 they
were senior clerks at the Hoare bank, and carried out the bank’s brokerage business from
an office near the LSE that was kept under their name. They “took alternate months to
transact the Brokerage business,” apparently with one spending some time in or near the
LSE each day and with the other working full time at the bank53.

20 William Hammond the Younger

Section 2 discussed the basic division of LSE members into brokers and jobbers. Various
investment guidebooks from the mid-19th century mention a third category of LSE mem-
bers, “speculators.” Membership in the LSE was easy to obtain, so investors could join
and play directly in the market. The main prohibition was that LSE members could not
engage in other businesses54. Such “speculator” members seemed to be mentioned less and
less as the 19th century progressed. Whether this was because there were fewer of them, or
whether they were simply re-classified as jobbers is unknown. The latter is perhaps more
likely, since there was no way to tell the difference between a speculator and a jobber.
Jobbers were not designated market makers, who are required to provide quotes. So in
principle it was possible for a jobber to engage only in occasional transactions. (Indeed,
jobbers apparently preferred to be called dealers, a term without the negative connotations
of jobber.) The Exchequer Bills forgery commission report [50] documents the presence of a
wide variety of LSE members who were hanging around, trying to find some deal they could
catalyze and make some money on. However, they seemed to be mostly small fry. This pa-
per does document the presence of rich and influential LSE members who were not regular
jobbers, and may have played an important role in making that institution more efficient.
But this documentation consists of basically one individual, namely William Hammond the
Younger. (Outside agents, such as the Hoare and other banks, and non-bank agents like
the Rothschilds, were also important, as was shown earlier, but they were not members of
the LSE and so acted through brokers.) It is possible that there were others, but ones who
had little capital or else confined their activities to the markets in foreign loans or joint
stock company shares, and are thus not visible in the sources this paper draws on.

Hammond shows up prominently in practically all gilts ledgers from the 1840s that have
been examined, as well as in BoE share transactions. In SO, in the October 1838 to end
of 1852 period studied in this paper, he was involved in transactions with a higher value
than any jobber, and higher than the Hoare bank. His presence is far more prominent in

53 Minutes of the Committee for General Purposes of the LSE, 6 April 1846.
54 This prohibition was not absolute. It was apparently aimed at preventing LSE members from becoming insolvent

due to other commercial activities, or having their LSE-based insolvency complicated by other financial ties.
Thus we find that brokers who were working for the Hoare bank appeared until the mid-1840s to be paid by
that bank, with the brokerage commission split among all the clerks of the bank [25]. Francis Stedman, who did
a certain amount of work as a jobber in SSC annuities, most prominently in S1751, was a senior clerk of the
SSC.
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the minor gilts, and in BoE shares, than in the major gilts such as CA. This suggests he
was looking for overlooked opportunities in the less active securities. His activities involved
some apparent repo deals, but he also shows up as a large seller to the CRND and the SSC,
and as a buyer and seller when insurance companies carried out large operations. The first
appearance by him that has been found is in the CA jobber ledgers in 1808. By the early
1850s he appeared to be scaling down his activities. He died in December 1861 at age 83,
leaving an estate of perhaps around £250,000, which, compared to the size of the economy,
might be equivalent to £250 million today55. Based on the use of the designations “Sr.”
and “Jr.” in ledgers, he must have been the son of William Hammond the Elder, a large
jobber around the turn of the 19th century who was apparently the key person behind the
creation of the modern LSE in 1801–180256. William Hammond the Younger did not have
a large public presence, but was active and clearly respected at the LSE. He was Vice-
Chairman of the Committee for General Purposes for a while, an auditor of the Trustees
and Managers for a decade, and was Chairman of the LSE retirement fund. Unlike some
of the other people whose accounts we see, such as the Hoares or the Rothschilds, he was
a member of the LSE, but his activities do not look like those of the regular jobbers, with
very few small transactions, and many more involving other wealthy players (such as the
Hoares and the Rothschilds). Since those of his investments that are visible to us are just
one facet of his activities, and might have involved all sorts of special conditions common
among market dealers, we can’t conclude much about his investment prowess, except to
note that the size of his estate indicates he must have been successful.

21 Conclusions

This paper demonstrates the opportunity for obtaining deeper knowledge of British secu-
rities markets of the 19th century through the study of gilts ledgers in the BoE Archive.
Various basic statistics for the operations of the LSE that were totally unknown, such as
turnover rates, and the cost of that institution, have been derived. Estimates have also
been obtained for the degree to which published price reports reflected market transac-
tions. The LSE turned out to be an important, and probably key, element of the London
money market, not just a place for trading of long-term investments.

The detailed results of this paper are derived primarily from data for the 1840s, and
just for gilts trading. Still, that was still a time when gilts trading dominated the LSE, so
they tell us much about the entire institution. Further, since the institutional arrangemets

55 South London Chronicle, 5 April 1862, p. 7 reported that his personal property was listed as “under £250,000,”
so it was probably not much under. Estate accounts of this type excluded real estate, so he may have been far
wealthier.

56 The elder Hammond was consistently listed in first place in various documents about the setting up of the LSE,
and he presided over the meetings of the Trustees and Managers of the LSE until his resignation in 1833, shortly
before his death the next year at age 85. He had the maximal permitted holding of 4 out of the 400 shares of
the LSE. It should be mentioned that there were two other Hammonds active at the LSE at about the same
time as the younger William, namely Anthony and Charles, and it is not known what their family connections,
if any, were. Charles was listed in some directories as a broker, and he did a substantial business in CA in the
1837–46 period, about 70% as large as William. Anthony was a partner to William for a while, and was one
of the Trustees and Managers of the LSE at the time of his death in 1843. One of the two sons of the younger
William, George Dighton, was also a jobber starting in the 1840s.
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and cultures of finance are remarkably persistent (as shown, for example, by the work
of Attard [6], where he found “continuity in the pattern, organisation and dynamics of
trading activity in the [LSE] during the century from the 1870s”), we can expect many
patterns to apply in later Victorian times. Especially since brokers and jobbers could
and did change areas they specialized in, we can also expect certain commonality in the
processes used in different LSE submarkets, as well as in such things as jobber earnings.
Hence by extrapolating from the findings of this paper, ideally supplemented by similar
studies of gilts trading later in the 19th century, we should be able to obtain a better
picture of the functioning of the LSE at that time.
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