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The Bank of England and Provincial Banking 

Brian Williams 

 

Banking as we understand it has only been available in this country since the founding of the 

Bank of England, originally a private bank, in 1694 when the country needed finance to 

continue to pursue war with France.  

However, coinage has been available in England as far back as 2nd Century BC through trade 

between this Island’s Celtic tribes and Gaul. Prior to that barter had been the main method 

of acquiring the necessities for life. And if that was unacceptable stealing with force was 

always an option! But following Julius Caesar’s invasion in 43AD Roman coinage started to 

spread across the land. 

Throughout the Middle Ages wealth in the form of precious metal cups, plates and 

ornaments along with gold and silver coins would be held in strong boxes in the houses of 

the aristocracy and used as required to run their estates and fund their share of an army if 

required by the King. 

It is almost a truism to write Monarchs were permanently short of cash and Henry VIII was 

no exception; but solved his financial problem with the abolition of the wealthy monasteries 

in the 1530s. Suddenly the country was awash with coinage struck from the melting of 

church plate and people had to find a safe haven to protect their new wealth. They had to 

look no further than Goldsmiths who since their Guild, founded in 1327, had safely storing 

precious objects.    

Paper money in Britain evolved from the receipts that goldsmiths gave their customers for 

the coinage and precious objects they had deposited with them for safekeeping. They held 

this money as ‘running cash’, (similar to a modern current account). They paid customers 

interest on the money they deposited, which they also lend out with interest. 

When the Bank of England was founded, it gave ‘notes’ to its customers as receipts for their 

deposits. These gradually turned into modern banknotes. But to attract deposits when first 

founded with 17 clerks and two doorkeepers in the Mercers’ Livery Company Hall in 1694 

the Bank offered 8.00% interest per annum. Needless to say, this proved highly attractive to 

the landed gentry. The Bank ledger recorded £1.200,000 deposited within the first 12 days 

of opening, including £10,000 from the King. At that time this huge sum would have been 

sufficient to purchase 223,048 horses or 288,461 cows! Needless to say, within months the 

Bank had to move to Grocers’ Hall for more space where it remained until 1734. 

By 1780 country banks were opening across England and Wales and by 1810 there were 

over 800 licensed and unlicensed banks who both issued small notes and provided small 

workshops, mines, and other new industries with loans for working capital. Because without 

these banks the Industrial Revolution would have likely been strangles by lack of funds 

before it could have begun! Dorking was no exception with Darking Bank opening its doors 
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in 1803 and by 1811 there were over 100 business trading in the town. So, a local bank had 

proved essential to facilitate trade. Initially Robert Piper, a butcher; George Dewdney, 

yeoman farmer and George Piper, Robert’s son were the Bank’s directors. But with Robert’s 

death in 1804 Darking Bank was run by George and Thomas until 1825. 

 

But just as today; rumours, speculation and seemingly unrelated events can cause a loss of 

confidence in the financial institutions and this happened in 1797 when France declared war 

(again) on Britain. When a small French force landed on mainland Britain, fears of invasion 

quickly spread. During this time, the public rushed to the Bank of England to convert their 

banknotes into gold, which was possible at the time. The amount of gold held by the Bank 

dropped from £16 million to just £2 million. To try to preserve the already depleted gold 

reserves, the Prime Minster, William Pitt the Younger, placed a Privy Council Order on the 

Bank of England, ordering it to stop paying notes in gold. The gold standard was not re-

introduced until 1821 with the intervening 24 years being known as the Restriction Period. 

With no gold coinage in circulation the Bank produced £1 & £2 notes which proved easy to 

forge. But forgery was a capital offence and during this time no less than 300 were hanged! 

 

                     

               Darking Bank £2 note 1819                                          Bank of England Ledger 

In 1825, following dubious and often fraudulent investments in South America, there was 

another run on the banks with many provincial banks including Darking going bust.  

With the collapse or takeover of many of these smaller provincial banks in the first half of 

the 19th century a few came to dominate every high street with their easily recognized 

logos.  But with the recent closure of many of their branches it is mimicking the closures of 

two hundred years ago. History repeating itself with reduced local banking facilities and a 

dispute with France!  
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