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Much has been written about the Cotton Famine, but just as with the Irish Great famine and the Potato Blight, not all the truth emerges at first reading. The cotton crisis has sometimes been ascribed solely to the the Civil War during which the sudden stoppage of the supply of the raw material from the Southern States of the U.S.A, which had supplied about 78 per cent, of Lancashire's needs starved the Mills of Lancashire. We hear about way in which the Lancashire operatives courageously supported the American North in its fight against slavery by bearing patiently the sufferings which followed the closing of many mills.
However - Just before the Cotton Famine in 1859-60 the Southern American States produced more cotton than the world needed. Lancashire cotton manufacturers, taking advantage of the large supply of cheap cotton and of a big temporary demand for cotton goods from the Far East (particularly from India), worked their mills at high pressure and enjoyed " two years of almost unexampled prosperity." (Manchester Guardian 1860)
By May, 1860, the recent heavy demands had been met and there accumulated about 300 million pounds of cotton goods which could not have been sold at a profit if the existing rate of production were maintained. In one respect, therefore, the Cotton Famine benefited many Lancashire manufacturers. It enabled them not, it is true, immediately but certainly in the autumn of 1862 and spring of 1863 to sell off stocks of cotton goods at much higher prices than they expected after the recent period of overproduccion. English exports of cotton goods declined in quantity but they increased in value. 

Substantial profits were made during the Cotton Famine by three classes of men. First, there were manufacturers who were able to sell at unexpectedly high prices not only large stocks of cotton goods accumulated during the period of overproduction, but also stocks of cotton which were re-exported to New York (where the price of the raw material was even higher than in Liverpool) in preference to working them up at home.

Secondly, " half trade at treble prices, has in the main paid agents and warehousemen better than full employment at normal prices."

Thirdly, speculators often made considerable gains in two ways. The financing of blockade running ventures was risky, but if successful extremely lucrative. " It was calculated that one successful run out of three would make a fair return, whilst 500 per cent profit was commonly spoken of as the result of a single venture."

The gains made by many manufacturers help to explain the " unbounded confidence " shown in the cotton industry by bankers (most quotations sourced from M O Henderson ‘The Cotton Famine in Lancashire’, 1932 – the original source is given but I have note yet located a copy)
https://www.hslc.org.uk/wp-content/uploads/2017/06/84-4-Henderson.pdf 
