@ Going bust!

In the decades following the Glorious Revolution, overseas wars put a financial strain
on the public purse. Innovations, such as the founding of the Bank of England in

= .| 1694, helped to make funds available but by the early 1700s the national debt of
Britain stood at £50 million. The War of the Spanish Succession dragged on until
1713, steadily increasing the problem.

Politicians were keen to reduce, if not eradicate, this burden. Robert Harley, as Lord

T n f e High Treasurer, and others came up with an ingenious piece of financial engineering,
mmm Mm 0 | i : | whereby tlhey created a trading company which would take on part of the national
— . : L i debt, paying the government a small dividend each year.
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- N i e This South Sea Company controlled all trade between Britain and South America in
« o A e S an official monopoly, including a lucrative trade in slaves. Many investors were
e 7h e N s | convinced by the promise of big returns. As shares were keenly sought, the price
it G | (, || I o rose and a financial bubble began to rapidly inflate.
; -l = f VNl ‘ After the company successfully persuaded (and bribed) MPs and Peers, Parliament
4 f | . passed a Refunding Act in 1720, transferring almost the entire national debt to the
l” 2 e South Sea Company. Investment now had a veneer of respectability and many
) %ﬂ% nE— = parliamentarians themselves bought shares. The company was almost too big to fail.
..... = = - In January 1720 shares were trading at £120 per share; by August they had risen to
= — 7= around £1000. When the bubble inevitably burst, as the Company’s overvaluation
= ' = became clear, the Directors were arrested and their estates forfeited.

Some 112 peers and 462 MPs had purchased shares. Henry Bentinck, first Duke of
Portland was one of many who were financially ruined in the collapse. Bentinck himself
was forced to take up employment as Governor of Jamaica, where he died in 1726.
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Poem, South Sea Directors and the Proprietors, 29

/7 Q . ' % gd September 1720. In ancient myth, Midas turned
g SOz7% Jjen Zrzr é%é)f % 2’k ZOFFLy everything he touched to gold and was punished in later

Sge /'//////'///////////’//// on e SOUTH SEA . [/ : PV 26§ f Oy oeing given the ears of an ass. This anonymous
/8 - / poet mocks the claims of wealth that would be brought
P R > /,fw : %7»9—;1 Z[ ; by investment in the South Sea Company, believing that
i . g S ~ ordinary people would be left looking foolish. ‘Lawes’
| /] ,,w.;{lﬂ-’ e~ % é"f 4520““'// referred to is probably John Law, an enthusiastic
William Hogarth, The South Sea Scheme, ¢.1721. This work is one of the first published by Wiliam Hogarth. The scene is London where St Paul’s Cathedral can be seen in the background. In the centre of the print a financial wheel -~/ / y ﬁ /%L ;5 ~ ﬁgﬁj proponent of such financial dealing. Portland Literary
of fortune is ridden by a panoply of figures including a clergyman, a whore, and a Scotsman, beneath a goat with the sign ‘Who’ll ride?’. To the left, an allegory of Fortune is hung from the Guildhall by her hair. On the right, Honesty (2 I’ “he. o g™ * ‘ Collection Pw V 265
is broken on a wheel by Self-Interest and Honour is scourged by Villainy. The chaotic scene is supposed to resemble the financial whirlwind of London in 1720. Special Collection Over.XX ND497.H6 /f;/ Preel2” ff//),Q ] ZZ" ,// - i
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Drawn by Tho. H.Shepherd.
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