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“This city, indeed the entire of the
South of Ireland, has sustained a
calamity which almost completes
the climax of its distress, by the
failure of one Bank, and the
stoppage of another. These mis-
Jfortunes occurred this morning
and it would be in vain for us to
attempt to depict the scene which
the city has exhibited ever since.”

AT report, from the
Freeman’s Journal, gives
a flavour of the financial

earthquake that struck

Cork city 200 years ago next year.

At 10.30am on Thursday, May
25, 1820, the Cork bank of Messrs
Stephen and James Roche, one of
the largest and most respected
private banks in the south of
ireland, stopped issuing pay-
ments and closed its doors.

Minutes later, another private
Cork bank, Leslie & Company
suspended payments.

Between them, the two are
thought to have accounted for
more than 80% of all bank notes
circulating in Cork and Kerry at
the time. At a stroke, their notes
became worth a fraction of their
nominal value.

To lose one bank could be
regarded as misfortune, to lose
two on the same day could be
described as more than careless...

At noon, the city’s panicked
merchants convened to discuss
the situation, and at 3pm a notice
was issued in an attempt to stall
the jitters — Leslie & Co. were
solvent and the merchants
would inspect their books.

However, it had no effect. Later
that day, the remaining two Cork
banks — Newenham’s and Pike’s
— also suspended business
temporarily leaving Cork city
without any banking facilities
whatsoever for a period.

This was a collapse that was
unprecedented in financial
circles, one of the biggest banking
crashes in modern Irish history.

As the Freeman’s Journal
noted: “The crisis to which the
city is reduced is a trying one —
one indeed which we cannot
contemplate without great pain
and apprehension.”

The Cork Southern Reporter
headline simply declared it a
‘Calamity in Cork’.

Private banking at the time was
more about issuing notes than
taking deposits, so the 1820 crash
wrought severe damage to the
payment system and to trade.

The panic, although initially
confined to Munster, quickly
spread to Dublin and the crisis
ultimately led to the closure of
half of Ireland’s banks.

To understand what happened,
we first need to consider the
economy of the day. The French
Revolutionary and Napoleonic
wars had heralded a 30-year
trade boom in Ireland, during
which its economy grew fivefold
— the first Celtic Tiger, if you like.

But the new era of peace after
the Battle of Waterloo in 1815
brought financial uncertainty,
especially in agricultural prices,
and Cork therefore was particu-
larly badly hit.

War prosperity had disguised
the weaknesses of the Irish
economy and many banks had
lent based on the high value of
1and as security. Now, with the
fall in agricultural prices, land

values fell too. Although there
was some recovery, by 1820 prices
were still 60% that of 1813. James
Roche, in evidence to the bank-
ruptcy proceedings, attributed
the failure of his bank to the
difficulties experienced by
merchants in preceding years.

In truth, it was poor property
loans that had done for the bank,
whose creditors ultimately got
back around a fifth of what they
were owed.

The immediate impact of the
crisis was felt in the contraction of
the money supply in and around
Munster. Paper money became
scarce and this had an immediate
impact on trade and employment
in the region.

There was another element
that exacerbated the 1820 crisis:
Poor legislative framework.

The Bank of Ireland, modelled
on the Bank of England, had been
chartered by the Irish parliament
in 1783. It was given a monopoly
on joint stock banking in Ireland,
and had a geographic monopoly
on note issuing within a 65-mile
radius of its Dublin headquarters.

The Bank of Ireland’s charter
had given it a monopoly on joint-
stock (multiple shareholders)
banking; no other banking
company of greater than six
people was allowed to issue notes
payable on demand.

This meant the capital of the
private banks — those with six
or fewer partners — in the 1820
crisis was limited to the partners

“As the Freeman’s Journal noted: ‘The crisis to which
the city is reduced is a trying one — one indeed
which we cannot contemplate without great pain and
apprehension’. The Cork Southern Reporter
headline simply declared it a ‘Calamity in Cork’.”
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The long-term impact of i
crisis was the reform of bani;
laws, heralding the emergenced
modern banking. The risecfji-
stock banking and the graul
elimination of the Bank of Iretzd
monopoly led to the formationd
several banking companiesin
1820s and 1830s; the remnantsd.
these make up today's Barkd
Treland, ATB and Ulster Baik

The new system was built &
the ruins of the old, and Stephen

in 1797, which put on hold pay-
ment on demand of bank notes
for gold, lasting until 1821.

Early in this period, it was
noted that there were a number
of banks operating throughout
Munster and that every
“shopkeeper and publican” was
issuing I0Us.

Although the Napoleonic
Wars were an unstable time,
with many banks failing, Roche’s

of the bank, and they had an
unlimited liability for the debts
outstanding.

Even though the Bank of
Ireland had a monopoly on joint-
stock banking, it did not open
branches outside of Dublin, so
when the private banks suffered
in 1820, there was no alternative
payment system to utilise.

The Bank of Ireland emerged
relatively unscathed from the

crisis, as can be seen from its was one of the few that had becar®
stock price, which experienced survived, until the 1820 crisis. and Thomas Roche Iate{I it
relatively little volatility. Indeed, The Roches were described as ~ local directors of thel ]

and Provincial Banks.
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“truly respectable gentlemen
who so long conducted the great
establishment... They have
fallen victims to the combined
effects of good nature and bad
time, and it is their misfortune,
rather than their fault, that in
the attempt to diffuse extensive

viewing its share price, one would
be unaware there was even a se-
vere banking crisis in May, 1820.

The Bank had made a dividend
declaration on June 15 that meant
buyers of the stock were not
entitled to a dividend paid out on
July 1, but despite this, its share
price soon returned to pre-crisis
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rade €2

bankruptcies, unemployment and emigration in wh i i
' at were already recessionary times.
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