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34 kai £bv daveilnte map' ov éAmilete drmoAapeiv, moia
VHIV X6p1g €0Ti; Kai yap GpapToAol Apapt®Aoig
oaveifooorv tva armoAaPwot ta ioa. 35 mANV dyardte Tovg
gxBpovg vpdv kai dyabonoteite kai daveilete pndev
areArrifovteg, kKai £otat 6 ptobog vp®V TToAVG, Kai oeole
viol VYPIoTOL, TL AVTOG XPNOTOG E0TLV EITL TOVG AXAPIOTOVG
Kdi IOV pOoVvG.

Katda Aoovkav ot 34-5

34 And if ye lend to them of whom ye hope to receive,
what thank have ye? for sinners also lend to sinners, to
receive as much again. 35 But love ye your enemies, and
do good, and lend, hoping for nothing again; and your
reward shall be great, and ye shall be the children of the

Highest: for he is kind unto the unthankful and to the evil.

Luke 6:34-35

25 éav 8¢ apyvplov ekdaveiong Td
AOEAPD T® meviyp®d mapd 0oi, ovk &on
avToV Katernetymv, ovk Emonoeig avtd
TOKOV.

'E€o00¢g xf’

25 If thou lend money to any of my
people that is poor by thee, thou shalt
not be to him as an usurer, neither shalt
thou lay upon him usury.

Exodus 22:25



H Bifhog yix tov tono

YaApog @ Aavid. - KYPIE, tig Lord, who shall abide in thy tabernacle? who shall
TIAPOIKNOEL £V TO OKNVOPATi 0ov; 1 Tig dwell in thy holy hill?
KATAOKIVOOEL £V Opet ayim oov;

5 He that putteth not out his
money to usury, nor taketh reward against the
innocent. He that doeth these things shall never be
moved.

5 10 dpyvprov avtod ovk Edmkev Psalm 15
€l TOK® Kai 0®pa €’ aB@otg ovk EAafev.
0 TIOW®V Tadtd, ob oalevdnoetat €ig TOvV
aidva

Walpog 14
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35 "Eav 6¢ mévntat 6 adeApodg oov 6 petd cod Kai
aduvatnon Tdig xepoi Iapa ooi, AvTIAYn avtod &g
IIPOONAVTOL Kdi HAapoikov Kai {noetat 6 adeAPog cov
peta 0od. 36 ov Ay map’ avtod Tokov, ovdE i
mAnOet kai goPnonon tov Oedv cov, £ymd Kvprog, xai
(noetat 6 40eA@dg oov petd 0od. 37 TO 4PyvPLOV 0OV
00 OMOELg avT® &1l TOK® Kai Ml MAEOVAOHE 00 OMOELG
avt® Ta Ppopatd coo.

Agotrtikov kg’ 35-37

35 And if thy brother be waxen poor and fallen in
decay with thee; then thou shalt relieve him: yea,
though he be a stranger, or a sojourner; that he may
live with thee. 36 Take thou no usury of him, or
increase: but fear thy God; that thy brother may live
with thee. 37 Thou shalt not give him thy money
upon usury, nor lend him thy victuals for increase.

Leviticus 25:35-37

7 xai avOpwIiov od P Katadovaotevo, EVEXVPACHOV
deilovtog arrodmoet Kai dpIiaypa ovy apIdtdal, Tov dpTov
avtod @ evdVTL dhoetl Kai yopvov neptPalel 8 xai to
apyvprov avtod &mi TOK® oV ddoel Kai IIAEOVAOROV 00 APeTat
Kai &5 adwkiag armootpéyet TV xeipa avtod, kpipa dikatov

IO 0EL AVa pEoOV avOpog Kai ava péoov Tod TAnoiov avtod 9
Kdi TOlG IPOOTAYHAOoT LoD IIENOPELTAL KAl TO OIKALOPATA POV
ne@OAaktal tod motjoat avtd: dikaiog ovtog o, {wij Choetat,
Aéyet Kbvprog.

IeCexi)\ 1" 7-9

7 And hath not oppressed any, but hath restored to the debtor
his pledge, hath spoiled none by violence, hath given his
bread to the hungry, and hath covered the naked with a
garment; 8 He that hath not given forth upon usury, neither
hath taken any increase, that hath withdrawn his hand from
iniquity, hath executed true judgment between man and man,
9 Hath walked in my statutes, and hath kept my judgments,

to deal truly; he is just, he shall surely live, saith the Lord
God.

Ezekiel 18:7-9
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20 OUK KTOKLETG T® AdEAPD OOV TOKOV APYLPIOL Kai TOKOV
Bpopdtov Kai TOKOV mavtog mpdypatog, oo §av
gxoaveiong. 21 t@® aANotpie éktok1elg, TM 0& OENPD ooV
OVK ¢KTOKLETG, Tva evhoynon oe Kuplog 6 ®edg cov &v mdot
TO1G £PYO1g OOV £II1 TAG VTG, €ig v elomopedn €xel
KAnpovopfiodat avtyv.

Agvtepovopiov xy’ 20-21

19 Thou shalt not lend upon usury to thy brother; usury
of money, usury of victuals, usury of any thing that is lent
upon usury: 20 Unto a stranger thou mayest lend upon
usury; but unto thy brother thou shalt not lend upon
usury: that the Lord thy God may bless thee in all that
thou settest thine hand to in the land whither thou goest
to possess it.

Deuteronomy 23: 19-20
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Laws, Boox V

equivalent in home coinage; but should anyone be found out
keeping it for himself, the money shall he confiscated. and the
man who is privy to it and fails to inform, together with the man
who has imported it. shall be liable to cursing and reproach and, in
addition, to a fine not less than the amount of the foreign money
brought in. In marrving or giving in marriage, no one shall give or
receive any dowry at all. No one shall deposit money with anyone
he does not trust, nor lend at interest, since it is permissible for the
borrower to refuse entirely to pav back either interest or principal.
That these are the best rules for a State to observe in practice, one
wotld perceive rightly if one viewed them in relation to the
primary intention. The intention of the judicious statesman is, we
say, not at all the intention which the majority would aseribe to
him: they would say that the good lawgiver should desire that the
State, for which he is benevolently legislating. showld be as large
and as rich as possible, possessed of silver and gold, and bearing
rile over as many people as possible both by land and sea; and
they would add that he should desire the State to be as good and
as happy as possible, if he is a true legislator. Of these objects some
are possible of attainment. some impossible; such as are possible
the arganiser of the State will desire; the impossible he will neither
vainly desire nor attempt. That happiness and goodness should go
together is well-nigh inevitahle ! 5o he will desire the people to be
both good and

a73
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PovrrTics, I IV,

in away it is not, but is a matter for the subsidiary art. But best of
all, as has been said before, this provision ought to be made in
advance by nature. For it is the work of nature to supply
nourishment for her offspring. since every creature has for
nourishment the residue of the substance from which it springs ®
Hence the business of drawing provision from the fruits of the soil
and from animals is natural +o all.

But, as we said, this art is twofold, one branch being of the
nature of trade while the other belongs to the household art: and
the latter branch is necessary and in good esteem, but the branch
connected with exchange is justly discredited (for it is not in
accordance with nature, but invelves men’s taking things from one
another). As this is so, usury is most reasonably hated, because its
gain comes from money itself and not from that for the sake of
which money was invented. For money was brought into existence
for the purpose of exchange, but interest increases the amount of
the money itself (and this is the actual origin of the Greek word:
offspring resembles parent, and interest is money born of money):
consequently this form of the business of getting wealth is of all
forms the most contrary to nature.

IV And since we have adequately defined the scientific side of
the subject, we ought to discuss it from the point of view of
practice; although, whereas the theory of such matters is a liberal
study, the practical pursuit of them is narrowing. The practically
useful branches of the art of wealth-getting are first, an expert
knowledge of stock, what breeds are most profitable and in what
localities and under what conditions, for instance what particular

stock in

Trade fusdy disliled,

U'sury unmatn ral
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Povrrics, L. IV.

hotses or cattle or sheep, and similarly of the other animals also
(for the farmer must be an expert as to which of these animals are
most profitable compared with one another, and also as to what
breeds are most profitable on what sorts of land, since different
breeds thrive in different plares); secondly, the subject of
agriculture, and this again is divided into corn-growing and fruit-
farming: also bee-keeping, and the breeding of the other ereatures
finned and feathered which can be used to furnish supplies. These
then are the branches and primary parts of wealth-getting in the
most proper sense. Of the kind that deals with exchange, the
largest branch is commerce (which has three departments, ship-
owning, transport and marketing: these departments differ from
each other in the fact that some are safer and others carry larger
profits): the second branch is money-lending, and the third lahour
for hire, one department of which is that of the mechanic® arts and
the other that of unskilled labourers who are useful only for bodily
service. And there is a third form of wealth-getting that lies
between the latber and the one placed first, since it possesses an
element both of natural wealth-getting and of the sort that
employs exchange: it deals with all the commodities that are
obtained from the earth and from those fruitless but useful things
that come from the earth—examples are the felling of timber® and
all sorts of mining: and of mining itself there are many classes,
since there are many sorts of metals obtained out of the earth.
The" most scientific of these industries are those which involve the
smallest element of chance, the most mechanic those in which

its three branches.

{Juarrics and mines
an mtermadiate
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AGAINST PHORMIO

expressed strong indignation, men of Athens, at the effrontery of
Lampis, and produced before the arbitrator the same testimony as 20
I now produce before vou—that, namely, of the persons who at the
first went to him with me, when he stated that he had not received
the money from Phormio, and that Phormio had not put the goods
on board the ship—Lampis, being so plainly convicted of bearing
false witness and of playing the rogue, admitted that he had made
the statement to my partner here * but declared that he was out of
hizs mind when he made it

Now read me this deposition.

TeE DEPOSITION

[The partner of Chrysippus now speaks. |

*Theodotus, men of Athens, after hearing us several imes, and 21
being convinced that Lampis was giving false testimony, did not
dismiss the suit, but referred us to the court. He was loth to give
an adverse decision because he was a friend of this man Phormio,
as we afterwards learned, vet he hesitated to dismiss the suit lest
he should himself commit perjury:

Now, in the light of the facts themselves, consider in your own 22
minds, men of the jury, what means the man was likely to have for
discharging the debt. He sailed from this port without having put
the goods on board the ship, and having no adequate security: on
the contrary, he had made additional loans on the credit of the
money lent by me. In Bosporus he found no market for his wares,
and had difficulty in getting rid of those who had lent money for
the outward
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AGAINST PHOEMIO
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vovage. My partner here had lent him two thousand drachmae for 2
the double vovage on terms that he should receive at Athens two
thousand six hundred drachmae: but Phormio declares that he

paid Lampis in Bosporus one hundred and twenty Cyzicene

staters™ (note this carefully) which he borrowed at the interest paid
on loans secured by real property. Now interest on real security

was sizteen and two-thirds per cent, and the Cyzicene stater was
worth there twenty-eight Attic drachmae. It is necessary that vou 2
should understand how large a sum he claims to have paid. A
hundred and twenty staters amount to three thousand three

hundred and sixty drachmae, and the interest at the land rate of
sixteen and two-thirds per cent on thirty-three minae and sisty
drachmae is five hundred and sixty drachmae, and the total

amount comes to so much " Now, men of the jury, is there aman, 25
or will the man ever be born, who, instead of twenty-six hundred
drachmae would prefer to pay thirty minae and three hundred and
sixty drachmae, and as interest five hundred and sisty drachmae by
virtue of his loan, both which sums Phormio says he has paid

Lampis, in all three thousand nine hundred and twenty drachmae?
And when he might have paid the money in Athens, seeing that it

had been lent for the double voyage, has he paid it in Bosporus,

and too much by thirteen minae? And to the creditors who lent 26
money for the outward voyage vou had difficulty
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Omn BOREOWING
THAT WE OUGHT NOT TO BORROW

1. Plato in the Laws® forbids people to take any water from a
neighhour’s land unless they have dug on their own land down to a
laver of potter’s clay, as it is called. and found that the place will
not produce a flow of water: for the potter’s clay, being by nature
oilv and solid, holds back the water that reaches it and does not let
it through: but, he says, those shall have a share of others” water
who cannot get anv of their own, for the law gives relief to those in
want. Ought there not, then, to be a law about money also, that
people shall not borrow from others or resort to other people’s
springs who have not first examined their resources at home and
brought together, as from little trickles, what is useful and
necessary to themselves? But now, hecause of their lusury and
effeminacy or their extravagance, they make no use of what is their
own, though they possess it, but take from others at a high rate of
interest, though they have no need of doing so. There is strong
evidence of this: loans are not made to people in need. but to
those who wish to acquire some superfluity for themselves. And a

man produces a witness and a surety to aver that,
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cities. They say that hares at one and the same fime give birth to
one litter, suclde another, and conceive again; but the loans of
these harbarous rasrals give hirth to interest before conception®;
for while they are giving they immediately demand pavment, while
they lay money down they take it up, and they lend what they
receive for money lent.

5. There is a saving among the Messenians,

Pylos there is before Pylos, and Pylos, a third, there is alsn b
but as to the money-lenders we may say
Int'rest there is before int'rest, and int'rest a third there is

also.
And then they make a langhing-stock forsooth of the scientists,
who say that nothing arises out of nothing: for with these men
interest arises out of that which has as yet no being or existence.
And they think it is 2 disgrace to be a tax-collector, which the law
allewws: for they themselves lend money contrary to law, collecting
taxes from their debtors, or rather, if the truth is to be told,
cheating them in the act of lending: for he who receives less than
the face value of his note is cheated. And vet the Persians regard
Iving as the second among wrongdoings and being in debt as the
first”, for lying is often practised by debtors; but money-lenders lie
more than debtors and cheat in their ledgers, when they write that
they give so-and-so much to so-and-so, though they really give less;
and the cause of their lie is avarice, not necessity or want, but
insatiable
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Poi che nel viso a certi 1i occhi porsi,
ne’ quali 1 doloreso foce casca,

non ne cornobbi alcun; ma o m' accorsi

che dal collo a clascun pendea una tasca
ch'avea certo colore e certo segno,

e quindi par che 1 lore occhio si pasca.

E com’ io riguardande tra lor vegno,
in una borsa gialla vidi azzurro

che d' un leone avea faccia e contegno.

Pol, procedendo di mio sguarde il curro,
vidine un’ altra come sangue rossa,

mostrando un'oca bianca piti che burro.

E un che d'una scrofa azzurra e grossa
segnato avea lo suo sacchetto bianco,

mi disse: «Che fai tu in questa fossa?

Or te ne va, e perché se’ vivo anco,
sappi che ’l mio vicin Vitaliano

sedera qui dal mio sinistro fianco.

Con questi Fiorentin son padoano:
spesse fiate mi "ntronan 1i orecchi

gridando: “Vegna 'l cavalier sovrano,

che recheri la tasca con tre becchi!™s.
Qui distorse la bocea e di fuor trasse

1z lingua, come bue che "I naso lecchi.

When I had set my eyes upon the faces
of some on whom that painful fire falls,

1 recognized no one; but I did notice

that from the neck of each a purse was hung
that had a special color and an emblem,

and their eyes seemed to feast upon these pouches.

Looking about—when I had come among them—
1 saw a yellow purse with azure on it

that had the face and manner of a lion.

Then, as I let my eyes move farther omn,
I saw another purse that was bloodrad,

and it displayed a goose more white than butter.

And one who had an azure, pregnant sow
inscribed as emblem on his white pouch, said

to me: “What are yvou doing in this pit?

Now you be off; and since you’re still alive,
remember that my neighbor Vitaliano

shall yet sit here, upon my left hand side.

Among these Florentines, I'm Paduan;
I often hear them thunder in my ears,

shouting, ‘Now let the sovereign cavalier,

the one who'll bring the purse with three goats, come!”™
At this he slewed his mouth, and then he stuck

his tongue out, like an ox that licks its nose.
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* Hell 17 - The usurers (Man on a Dragon)
 Woodcut - 1963




Gustave Dor¢ (1832—1883), Inferno,
Canto 17 verse 7 (¢ 1857), engraving

Forthwith that image vile of Fraud appear'd.
Canto XVIL, line 7.
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QUAESTIO LXXVIII, ARTICULUS 1 155

QUAESTIO SEPTUAGESIMAOCTAVA

DE PECCATO USURAE

IN QUATUOR ARTICULOS DIVISA

EINDE considerandum est de peccato usurae, |
unod committitur in mutuis *.
Et circa hoc quaeruntur quatuor. '
Primo: utrum sit peccatum accipere pecuniam
in pretium pro pecunia mutuata, quod est
accipere usuram.
Secundo: utrum liceat pro eodem quamcum-

que utilitatem accipere quasi in recompen-
sationem mutui.

Tertio: utrum aliquis restituere teneatur id
quod de pecunia usuraria iusto lucro lu-
cratus est.

Quarto: utrum liceat accipere mutuo pecuniam
sub usura.

ARTICULUS PRIMUS

UTRUM ACCIPERE USURAM PRO PECUNIA MUTUATA SIT PECCATUM

™ 1, qu, ov, art. 3, ad 3; Il Sens., dist. xxwvm, art. 6; De Malo, qu. xm, art. 4; Qwodl, I, qu, wm, art. 2;
De Dec. Pragcept., cap. de Septine. Praec,; 1 Polit, lect. vim.

D PRIMUM SIC PROCEDITUR. Videtur quod |
acciperc usuram pro pecunia mutuata |
AfAANA non sit peccatum. Nullus enim peccat |
7 6 Nyex hoe quod sequitur exemplum Christi,
Sed Dominus de seipso dicit, Luc. xix *: Ego
veniens cum usuris exegissem illam, scilicet pe-
cuniam mutuatam, Ergo non est peccatum acci-
peére usuram pro mutuo pecuniae.

2. PraETEREA, sicut dicitur in Psalm. %, lex
Domini tmmaculata, quia scilicet peccatum pro-
hibet. Sed in lege divina conceditur aliqua usura:
secundum illud Deut. xxm1 ¥: Non faenerabis

t {0 ad usuram pecuniam, nec fruges nec
quamlibet aliam rem, sed alieno. Et, quod plus
est, etiam in praemium repromittitur pro lege
servata: secundum illud Deut. xxvin *: faenerabis

entibus mullis; et ipse a nullo faenus accipies. |

TEo acciperp usuram non est peccatum,

3. PraETEREA, in rebus humanis determinatur |
institia per leges civiles. Sed secundum eas con-
ceditur usuras accipere. Ergo videtur non esse
illicitum.

4. PRAETEREA, practermittere consilia non obli-
gat ad peccatum. Sed Luc. vi * inter alia con-
silia ponitur: Date mutuum, nihil inde sperantes.
Ergo accipere usuram non est peccatum,

5. PragTEREA, pretium accipere quo eo quod

7. PRAETEREA, quilibet potest licite accipere
rem quam ei dominus rei voluntarie tradit. Sed
ille qui accipit mutuum voluntarie tradit usuram.
Ergo ille qui mutuat licite potest accipere.

SEp coNTRA EST quod dicitur Exod. xxu *: Si
pecuniam mutuam dederis populo meo pauperi
qui habitat tecum, non urgebis eum quasi exacior,
nec usuris opprimes.

ResPoNDEO DICENDUM quod accipere usuram pro
pecunia mutuata est secundum se iniustum: quia
venditur id quod non est, per quod manifeste
inaequalitas constituitur, quae iustitiae contraria-
tur. Ad cuius evidentiam, sciendum est quod
quaedam res sunt quarum usus est ipsarum re-
rum tonsumptio: sicut vinum consumimus €o
utendo ad petum, et triticum consumimus eo
utendo ad cibum. Unde in talibus non debet

| seorsum computari usus rei a re ipsa, sed cui-

cumque conceditur usus, ex hoc ipso conceditur

| res. Et propter hoc in talibus per mutuum trans-

fertur dominium. Si quis ergo seorsum vellet ven-
dere vinum et seorsum vellet vendere usum vini,
venderet eandem rem bis, vel venderet id quod
non est. Unde manifeste per iniustitiam peccaret.
Et simili ratione, iniustitiam committit qui mu-
tuat vinum aut triticum petens sibi dua recom-
pensationes, unam quidem restitutionem aequalis
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Summa Theologiae > Second Part of the Second Part > Question 78

Question 78. The sin of usury

Is it a sin to take money as a price for money lent, which is to receive usury?

Is it lawful to lend money for any other kind of consideration, by way of payment
for the loan?

Is a man bound to restore just gains derived from money taken in usury?

Is it lawful to borrow money under a condition of usury?

Article 1. Whether it is a sin to take usury for money lent?

Objection 1. It would seem that it is not a sin to take usury for money lent. For no man sins through
following the example of Christ. But Our Lord said of Himself (Luke 19:23): "At My coming I might
have exacted it," i.e., the money lent, "with usury." Therefore, it is not a sin to take usury for lending
money.

Objection 2. Further, according to Psalm 18:8, "The law of the Lord is unspotted," because, to wit, it
forbids sin. Now usury of a kind is allowed in the Divine law, according to Deuteronomy 23:19-20:
"Thou shalt not fenerate to thy brother money, nor corn, nor any other thing, but to the stranger": nay
more, it is even promised as a reward for the observance of the Law, according to Deuteronomy 28:12:
"Thou shalt fenerate* to many nations, and shalt not borrow of any one." ['Faeneraberis—'Thou shalt
lend upon usury.' The Douay version has simply 'lend.' The objection lays stress on the word
'faeneraberis': hence the necessity of rendering it by 'fenerate.'] Therefore, it is not a sin to take usury.

Objection 3. Further, in human affairs justice is determined by civil laws. Now civil law allows usury to
be taken. Therefore, it seems to be lawful.

Objection 4. Further, the counsels are not binding under sin. But, among other counsels we find (Luke
6:35): "Lend, hoping for nothing thereby." Therefore, it is not a sin to take usury.

Objection 5. Further, it does not seem to be in itself sinful to accept a price for doing what one is not
bound to do. But one who has money is not bound in every case to lend it to his neighbor. Therefore, it is
lawful for him sometimes to accept a price for lending it.

Objection 6. Further, silver made into coins does not differ specifically from silver made into a vessel.
But it is lawful to accept a price for the loan of a silver vessel. Therefore, it is also lawful to accept a price
for the loan of a silver coin. Therefore, usury is not in itself a sin.

Objection 7. Further, anyone may lawfully accept a thing which its owner freely gives him. Now he who
accepts the loan, freely gives the usury. Therefore, he who lends may lawfully take the usury.

On the contrary, It is written (Exodus 22:25): "If thou lend money to any of thy people that is poor, that
dwelleth with thee, thou shalt not be hard upon them as an extortioner, nor oppress them with usuries."



I answer that, To take usury for money lent is unjust in itself, because this is to sell what
does not exist, and this evidently leads to inequality which is contrary to justice. In order
to make this evident, we must observe that there are certain things the use of which
consists in their consumption: thus, we consume wine when we use it for drink, and we
consume wheat when we use it for food. Wherefore in such like things the use of the thing
must not be reckoned apart from the thing itself, and whoever is granted the use of the
thing, is granted the thing itself and for this reason, to lend things of this kin is to transfer
the ownership. Accordingly, if a man wanted to sell wine separately from the use of the
wine, he would be selling the same thing twice, or he would be selling what does not exist,
wherefore he would evidently commit a sin of injustice. On like manner he commits an
injustice who lends wine or wheat, and asks for double payment, viz. one, the return of the
thing in equal measure, the other, the price of the use, which is called usury.

On the other hand, there are things the use of which does not consist in their
consumption: thus, to use a house is to dwell in it, not to destroy it. Wherefore in such
things both may be granted: for instance, one man may hand over to another the
ownership of his house while reserving to himself the use of it for a time, or vice versa, he
may grant the use of the house, while retaining the ownership. For this reason, a man may
lawfully make a charge for the use of his house, and, besides this, revendicate the house
from the person to whom he has granted its use, as happens in renting and letting a house.

Now money, according to the Philosopher (Ethic. v, 5; Polit. 1, 3) was invented chiefly for
the purpose of exchange: and consequently, the proper and principal use of money is its
consumption or alienation whereby it is sunk in exchange. Hence it is by its very nature
unlawful to take payment for the use of money lent, which payment is known as usury:
and just as a man is bound to restore other ill-gotten goods, so is he bound to restore the
money which he has taken in usury.

Reply to Objection 1. In this passage usury must be taken figuratively for the increase of spiritual
goods which God exacts from us, for He wishes us ever to advance in the goods which we receive from
Him: and this is for our own profit not for His.

Reply to Objection 2. The Jews were forbidden to take usury from their brethren, i.e., from other Jews.
By this we are given to understand that to take usury from any man is evil simply, because we ought to
treat every man as our neighbor and brother, especially in the state of the Gospel, whereto all are called.
Hence it is said without any distinction in Psalm 14:5: "He that hath not put out his money to usury,"
and (Ezekiel 18:8): "Who hath not taken usury [Vulgate: 'If a man . . . hath not lent upon money, nor
taken any increase . . . he is just."]." They were permitted, however, to take usury from foreigners, not as
though it were lawful, but in order to avoid a greater evil, lest, to wit, through avarice to which they
were prone according to Isaiah 56:11, they should take usury from the Jews who were worshippers of
God. Where we find it promised to them as a reward, "Thou shalt fenerate to many nations," etc.,
fenerating is to be taken in a broad sense for lending, as in Sirach 29:10, where we read: "Many have
refused to fenerate, not out of wickedness," i.e., they would not lend. Accordingly, the Jews are
promised in reward an abundance of wealth, so that they would be able to lend to others.

Reply to Objection 3. Human laws leave certain things unpunished, on account of the condition of
those who are imperfect, and who would be deprived of many advantages, if all sins were strictly
forbidden and punishments appointed for them. Wherefore human law has permitted usury, not that it
looks upon usury as harmonizing with justice, but lest the advantage of many should be hindered. Hence
it is that in civil law [Inst. 11, iv, de Usufructu] it is stated that "those things according to natural reason
and civil law which are consumed by being used, do not admit of usufruct," and that "the senate did not
(nor could it) appoint a usufruct to such things, but established a quasi-usufruct,”" namely by permitting
usury. Moreover, the Philosopher, led by natural reason, says (Polit. i, 3) that "to make money by usury
is exceedingly unnatural."

Reply to Objection 4. A man is not always bound to lend, and for this reason it is placed among the
counsels. Yet it is a matter of precept not to seek profit by lending: although it may be called a matter of
counsel in comparison with the maxims of the Pharisees, who deemed some kinds of usury to be lawful,
just as love of one's enemies is a matter of counsel. Or again, He speaks here not of the hope of usurious
gain, but of the hope which is put in man. For we ought not to lend or do any good deed through hope in
man, but only through hope in God.

Reply to Objection 5. He that is not bound to lend, may accept repayment for what he has done, but he
must not exact more. Now he is repaid according to equality of justice if he is repaid as much as he lent.
Wherefore if he exacts more for the usufruct of a thing which has no other use but the consumption of
its substance, he exacts a price of something non-existent: and so his exaction is unjust.

Reply to Objection 6. The principal use of a silver vessel is not its consumption, and so one may
lawfully sell its use while retaining one's ownership of it. On the other hand, the principal use of silver
money is sinking it in exchange, so that it is not lawful to sell its use and at the same time expect the
restitution of the amount lent. It must be observed, however, that the secondary use of silver vessels may
be an exchange, and such use may not be lawfully sold. On like manner there may be some secondary
use of silver money; for instance, a man might lend coins for show, or to be used as security.

Reply to Objection 7. He who gives usury does not give it voluntarily simply, but under a certain
necessity, in so far as he needs to borrow money which the owner is unwilling to lend without usury.
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Tractado en que a la clara se ponen y
determinan las materias de los prestamos que
se vsan entre los que tractan y negocian: y
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EPISTOLA ENCYCLICA SANCTISSIMI DOMINI
BENEDICTI XIV.

De Usuris aliisque injustis quaestibus. Bullarii, Tom. L
N. 143.

(Spestat ad . 4. o sq. oz cornacrsos. Tom. 111.) PAPAL ENCYCLICALS ONLINE

i — Your guide to online Papal and other official documents of the Catholic Church.

Venerabilibus Fratribus, Patriarchis, Archiépiscopis,
Episcopis et Ordinariis Italice.

BENEDICTUS PAPA XIV. .

VIX PERVENIT
Venerabilis Frater, salutem, et Apostolican: ON USURY AND OTHER DISHONEST PROFITS

b

Pope Benedict XIV - 1745 -
Vix pervenit ad aures nostras, ob movam contro-
versiam (nempe an quidam contractus validus judicari
debeat) nonnullas per Italiam disseminari sententias
qua san® doctrh}aﬁhaudr{:pnsenmniem viderentur;
cum statim nostri stolici muneris partem esse : i -
duximus, uppormnump"aﬁ.em remediumfmae alum, https://www.papalencyclicals.net/Ben14/b14vixpe.htm

ejusmodi, temporis diuturnitate, ac silentio, vires
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To the Venerable Brothers, Patriarchs, Archbishops, Bishops and Ordinary Clergy of Italy.
Venerable Brothers, Greetings and Apostolic Benediction.

Hardly had the new controversy (namely, whether certain contracts should be held valid) come to our attention, when several opinions began spreading in Italy that
hardly seemed to agree with sound doctrine; We decided that We must remedy this. If We did not do so immediately, such an evil might acquire new force by delay
and silence. If we neglected our duty, it might even spread further, shaking those cities of Italy so far not affected.

Therefore We decided to consult with a number of the Cardinals of the Haoly Roman Church, who are renowned for their knowledge and competence in theology
and canon law. We also called upon many from the regular clergy who were outstanding in both the faculty of theology and that of canon law. We chose some
monks, some mendicants, and finally some from the regular clergy. As presiding officer, We appointed one with degrees in both canon and civil law, who had
lengthy court experience. We chose the past July 4 for the meeting at which We explained the nature of the whole business. We learned that all had known and
considered it already.

2. We then ordered them to consider carefully all aspects of the matter, meanwhile searching for a solution; after this consideration, they were to write out their
conclusions. We did not ask them to pass judgment on the contract which gave rise to the controversy since the many documents they would need were not
available. Rather We asked that they establish a fixed teaching on usury, since the opinions recently spread abroad seemed to contradict the Church's doctrine. All
complied with these orders. They gave their opinions publicly in two convocations, the first of which was held in our presence last July 18, the other last August 1;
then they submitted their opinions in writing to the secretary of the convocation.



3. Indeed they proved to be of one mind in their opinions.

I. The nature of the sin called usury has its proper place and origin in a loan contract. This financial contract between consenting parties demands, by its very
nature, that one return to another only as much as he has received. The sin rests on the fact that sometimes the creditor desires more than he has given. Therefore
he contends some gain is owed him beyond that which he loaned, but any gain which exceeds the amount he gave is illicit and usurious.

Il. One cannot condone the sin of usury by arguing that the gain is not great or excessive, but rather moderate or small; neither can it be condoned by arguing that
the borrower is rich; nor even by arguing that the money borrowed is not left idle, but is spent usefully, either to increase one’s fortune, to purchase new estates, or
to engage in business transactions. The law governing loans consists necessarily in the equality of what is given and returned; once the equality has been
established, whoever demands maore than that violates the terms of the loan. Therefore if one receives interest, he must make restitution according to the
commutative bond of justice; its function in human contracts is to assure equality for each one. This law is to be observed in a holy manner. If not observed exactly,
reparation must be made.

lll. By these remarks, however, We do not deny that at times together with the loan contract certain other titles-which are not at all intrinsic to the contract-may
run parallel with it. From these other titles, entirely just and legitimate reasons arise to demand something over and above the amount due on the contract. Nor is it
denied that it is very often possible for someone, by means of contracts differing entirely from loans, to spend and invest money legitimately either to provide
oneself with an annual income or to engage in legitimate trade and business. From these types of contracts honest gain may be made.

IV. There are many different contracts of this kind. In these contracts. if equality is not maintained, whatever is received over and above what is fair is a real
injustice. Even though it may not fall under the precise rubric of usury (since all reciprocity, both open and hidden, is absent), restitution is obligated. Thus if
everything is done correctly and weighed in the scales of justice, these same legitimate contracts suffice to provide a standard and a principle for engaging in
commerce and fruitful business for the common good. Christian minds should not think that gainful commerce can flourish by usuries or other similar injustices. On
the contrary We learn from divine Revelation that justice raises up nations; sin, however, makes nations miserable.

Y. But you must diligently consider this, that some will falsely and rashly persuade themselves-and such people can be found anywhere-that together with loan
contracts there are other legitimate titles or, excepting loan contracts, they might convince themselves that other just contracts exist, for which it is permissible to
receive a moderate amount of interest. Should any one think like this, he will oppose not only the judgment of the Catholic Church on usury, but also common
human sense and natural reason. Everyone knows that man is obliged in many instances to help his fellows with a simple, plain loan. Christ Himself teaches this:
“Do not refuse to lend to him who asks you." In many circumstances, no other true and just contract may be possible except for a loan. Whoever therefore wishes
to follow his conscience must first diligently inquire if, along with the loan, another category exists by means of which the gain he seeks may be lawfully attained.
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Those who consume interest will stand "on Judgment Day’ like those driven to madness by Satan’s touch. That is because they say.
“Trade is no different than interest.” But Allah has permitted trading and forbidden interest. Whoever refrains—after having received
warning from their Lord—may keep their previous gains, and their case is left to Allah. As for those who persist, it is they who will be

the residents of the Fire. They will be there forever.

https://quran.com/2/275
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Allah has made interest fruitless and charity fruitful. And Allah does not like any ungrateful evildoer.
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O believers! Fear Allah, and give up outstanding interest if you are "true’ believers.
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If it is difficult for someone to repay a debt, postpone it until a time of ease. And if you waive it as an act of charity, it will be better for

you, if only you knew.



O H v

4:160

4:161

8 v

O

L0 22 Ag- 5:4}-’};,;&{ z > % 0 20 A S, < s 8. _ Te AT
G G KRB ! T ek 4 4 N

O believers! Do not consume interest, multiplying it many times over. And be mindful of Allah, so you may prosper.

https://quran.com/3/130
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We forbade the Jews certain foods that had been lawful to them for their wrongdoing, and for hindering many from the Way of Allah,

https://quran.com/4/160
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taking interest despite its prohibition, and consuming people’s wealth unjustly. We have prepared for the disbelievers among them a

painful punishment.


https://quran.com/3/130
https://quran.com/4/160
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Whatever loans you give, ‘only’ seeking interest at the expense of people’s wealth " will not increase with Allah. But whatever charity

you give, only’ seeking the pleasure of Allah—it is they whose reward will be multiplied.

https://quran.com/30/39
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Liber Abaci (also spelled as Liber Abbaci;
“The Book of Calculation™) is a historic
1202 Latin manuscript on arithmetic by
Leonardo of Pisa, posthumously known
as Fibonacci.
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(c. 1170 —c. 1240-50)

I
]
i
&

VL4t

: ﬁ@.@,;-,g:g-‘jﬁgnifqm = erqmb’Tune sitesuo Panans

gemnEe m oM g < comieloe. e - TR

i

gv_g_rqulb'.’f_@?ﬁs‘ﬁr@m 7 oRTqim Hefe g s ergl?
paria - gemndF e o q_ﬂfl?;t&hﬂfdi PUT & g

-

o mee T

art E o -

S i
. peRten

P 7 _‘:‘ﬁtm:ﬂ%erﬁs’amu v 4 gemimatn furT g
mfefi g e TR MR GabL & pnvupgians ofic 7 feveo meke

L

vk = | o qF AVITLNGL | 5 § qemindt TRpdo 4T
Wé‘: il quib addar 3 [
SEEIPO NI & o off quIb AL BT < 3r

v or T’F’?-WT" TPt = o~ § getmndrine
GERMINIT TRAMO ATTD P | ¢ o ol quibd addnel i fis
P 0 d AEMUIET 1nidecimo mdfe T To® parit « 1 +
il @"‘}M BANIC it o G geminat dltine yrefeserite

BIMYL © 1 G gemmic T ocomito midte:

eit quibaadinr tue G o o o

7RO Ppir fhan g 7 Hieo locs T capree nny

107 hao mmangine: qualic boc ot SHTLE v
g it o fo wideh i : Lo

i i oL Q-7 fle HecpT dottee viT Deciinil off nndeaimo/ide:
WEE e 2s s pbinm o amic .

gl PHelf fadp ordInE e Tfnins miie mehl

G u_-mer.ﬁ‘. qQuiose i G5 o tet b dfiof ¥t 1emg ~ £ G

T2 Ll R o :

- 1 -
BREIFO0E = dereqeanafep hit. AN hofaifmidr T iuni ore

?am Ete1o, > tuil off qro/odgi

firmy mheh'ta. i

? hite 2170f ¢ - Q=12 o frs

iz inmﬁﬁ\wﬁﬁmrbﬁm-MQ.nﬁbﬁnﬁqm iy

e

qito

i s cos 5 e OF e o 0 ¢
fitna. erqua fi eveniiE diof pmizfi ooy bainh= - temmnebic
G ot 2F ¢ ¢ R fiermedFn - ¢
?H{?tfm-bﬁﬁ’wnmmhfvfmom 3 | =

TNt pooss

ertnArdfior = | fi

(STEIRTIC T - 05 fog vdinn bt~ bt temanchT fo OF -

M eradhue fize dFyf o =

O FOf < = et P pfedi e
et b [ fmi bhetrer ~

YRl ¢ foferdi (L dite nimel B neddE o
L aﬁ'ﬁéﬁﬁﬂ ﬁqu{uﬁﬁmﬁzﬁn'bﬁ?ﬁmr?ﬁuf T~ Qrnt fim
At 1!;?;-‘3?»:15 | Crmdtaiadrnl ¢
Ml Ch pofito1CqTigs folm 4oV qiip 1.7 ne 13 folut poff
‘:i_lh bgl‘f[u 1 £oiui ﬁwwﬁmlséwﬁi‘ ﬂu?é&.ﬂuibe}tg
| s i gt 12l i i i o . cquat e
| e ot et o pint: G erie dho.fi 47 Tequal RiTe el
|| 18yl il oopnofailutihne dftone 7 i STHE « - oo
& hiie s ¢ ' '

;?

A T e KR
TG opind § -

grimtomtali e dFor « | 13 feOraich

AT S e R,

Befur 20

Rurfa fi 2 DFI0 T

*‘:] i

4

-
’

B = 3
. =
i 4o 3 N
et Dok

ol
3
1

DBV IS Ty

fytmo Ml ae

bn gt

Tt

=




Francesco Balducci Pegolotti
(fl. 1290 — 1347)
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Pratica della mercatura
MS. 1472

Giovanni Francesco Pagnini dal
Ventura: Della decima e di varie
altre gravezze imposte dal comune
di Firenze della moneta e della
mercatura de Fiorentini fino al
secolo XVI. Tomo terzo contenente
la pratica della Mercatura scritta
da Francesco Balducci Pegolotti.
E copiata da un Codice
manescritto esistente in Firenze
nella Biblioteca Riccardiana
(Lisbona e Lucca: Boucard 1766)
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The earliest compound interest tables known (extract).
Pegolotti's interest tables for 1%, 172% and 2%, reproduced by
permission of the Riccardian Library from Ricc. MS 2441, {.
191v. (The heading is the three lines of text immediately above
the tables and they follow on from text on the same page
relating to the previous subject, showing that the tables form an
integral part of the manuscript).

C. G. Lewin (2019). “The emergence of compound interest”,
British Actuarial Journal, Vol. 24, €34, pp. 1-27
doi:10.1017/S1357321719000254
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2lire 102. 0. 2 12 lire 112.13. 8
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9 lire 124. 17. 9
10 lire 128. — 10

17 lire 152. 3.

18 lire 155. 19. 4
19 lire 159. 17. 8
20 lire 163. 17. 2

https://cdn.ymaws.com/sites/www.medievalacademy.org/reso

urce/resmgr/maa books online/evans 0024 bkmrkdpdf.pdf



https://cdn.ymaws.com/sites/www.medievalacademy.org/resource/resmgr/maa_books_online/evans_0024_bkmrkdpdf.pdf
https://cdn.ymaws.com/sites/www.medievalacademy.org/resource/resmgr/maa_books_online/evans_0024_bkmrkdpdf.pdf

This 1s a page from the Treviso Arithmetic (1478), the earliest
known example of a printed book on arithmetic. The work has no
title, and no author's name is found anywhere in the book. It was
printed in Treviso, a town about 26 km northwest of Venice. In
many book catalogues, it is called the Arte del Abbaco (Art of
Calculation), because it demonstrates not only how to use the Hindu-
Arabic decimal place-value system, but how to solve numerous
practical problems, mostly using the rule of three. The problem that
begins in the middle of the left-hand page of this illustration is the
following:

Two merchants, Sebastiano and Jacomo, enter into partnership.
Sebastiano put in 350 ducats on the first day of January 1472;
Jacomo put in 500 ducats, 14 grossi on the first day of July 1472.
On the first day of January 1474, they find that they have gained 622
ducats. Required is the share of each.

The first calculation for this problem, toward the bottom of the page,
converts both amounts of money into grossi, given that there are 24
grossi in a ducat. The next instruction is to multiply each partner's
amount by the length of time it was invested; so, on the next page,
Sebastiano's amount is multiplied by 24 and Jacomo's by 18.

A complete translation and analysis of the Treviso Arithmetic can be
found in Frank Swetz, Capitalism and Arithmetic: The New Math of
the 15th Century (La Salle, IL: Open Court, 1987).




Nicolas Chuquet
(1445 — 1488)

The science of numbers in three parts,
MS 1484

LE TRIPARTY

EN LA SCIENCE DES NOMBRES

PAR MAISTRE NICOLAS CHUQUET PARISIEN

FEBLIE I¥ APEES LE MANUSORIT FONDS FRANCAIS N7 d2is

oL oLe “'hlm!m FATIONALE DF FARS
ET PRECEDE IYUNE NOTICE

PAR M. ARISTIDE MARRE

ROME

THFRINERIE DEE SCIERCES MATHERATIOUDS ET POTSQUES
¥ia Lala, N. 3,

1851
*.:( C uct

1236

Le Triparty en la science des nombres : publiée d'apres le
manuscrit fonds francais n°1346 de la Bibliotheque nationale
de Paris / par maistre Nicolas Chuquet Parisien. et precédé
d'une Notice / par M. Aristide Marre. 1881.

https://gallica.bnf.fr/ark:/12148/bpt6k62599266
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'%%ﬁg‘#g&}%. apae”

Chuquet’s examples of interest
calculations. Bibliotheque nationale de
France, MS 1346, f. 179r.

12. Chuquet’s Manuscript, 1484

We come now to a mathematical manuscript®® completed by Nicolas Chuquet of Lyon, France in
1484 (Figure 2). Some straight-forward compound interest problems appear in the printed ver-
sion.”” The first problem requires finding the annual interest rate per cent when 20 ecus have
become 30 after 2 years, and it is correctly stated that this should be solved by taking the square
root of 15,000 and subtracting 100. (This is effectively the same as Jacopo’s problem of 1307, see
above). Another problem states that one merchant has lent another a sum of money at 10% p.a.
interest and at the end of 3 years the debt amounts to 100 livres — what was the sum originally lent?
The next question is a little more complicated and in effect involves an annuity. A man lends
someone 200 ecus for 3 years at 10% p.a. and receives in return the rent-free lease of a house
for the same period. If the lease is worth exactly the same as the principal and interest which would
otherwise have had to be returned at the end of the 3 years, what would the annual rent have been
if it had been charged? The answer is given as 80'4%331 ecus, which is correct if rent is payable
annually in arrears. There are also two compound interest problems involving settlement of a debt
part way through a year. One or two additional problems can be found in the original manuscript.
From all these very practical examples, we can deduce that compound interest must have been
employed at Lyon at this time, alongside simple interest. Support for compounding comes from
Chuquet’s comment’® on the method commonly used for dividing the trading profit from a mer-
chant enterprise between three partners whose capital had been employed in the business for dif-
ferent numbers of years, which was based on a simple interest concept. Chuquet criticises this
approach: “And in order for such reckoning to be of value, it is necessary to presuppose that
the principal or the capital alone has made a profit, and not the profit (itself). And inasmuch
as it is not thus, for the profit and the profit on the profit made in merchandise can earn profit
and profit on profit in proportion to the principal, from day to day, from month to month, and
from year to year, whereby a larger profit may ensue. Thus such calculations are null, and I believe
that among merchants no such companies are formed.” Presumably, therefore, Chuquet preferred

C. G. Lewin (2019). “The emergence of compound interest”, British Actuarial Journal, Vol. 24, €34, pp. 1-27

do1:10.1017/S1357321719000254

https://www.cambridge.org/core/journals/british-actuarial-journal/article/emergence-of-compound-

interest/799CB1D40CDD46F3010767BFC60F24DB



https://www.cambridge.org/core/journals/british-actuarial-journal/article/emergence-of-compound-interest/799CB1D40CDD46F3010767BFC60F24DB
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His first book was Tafelen van Interest
(Tables of Interest) which he published
in 1582. Prior to this, unpublished
manuscript interest tables were in
common use with bankers throughout
Europe but had been treated as secret
information not to be divulged. Before
presenting the numerical tables, Stevin
gave rules for simple and compound
interest and also gave many examples of

their use.
Simon Stevin https://mathshistory.st-
(1548-1620) andrews.ac.uk/Biographies/Stevin/

https://books.google.gr/books?id=YMxbAAAAQAA)&dg=simon%20stevin%20tafe
len&pg=PAl#tv=onepage&q&f=false



https://books.google.gr/books?id=YMxbAAAAQAAJ&dq=simon%20stevin%20tafelen&pg=PA1#v=onepage&q&f=false
https://books.google.gr/books?id=YMxbAAAAQAAJ&dq=simon%20stevin%20tafelen&pg=PA1#v=onepage&q&f=false
https://mathshistory.st-andrews.ac.uk/Biographies/Stevin/
https://mathshistory.st-andrews.ac.uk/Biographies/Stevin/
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Part of Stevin's table of present values at
10% per annum. The middle column is
for a single payment and the third
column for an annuity.

i
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29
16.

27.
28.

29
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The Worth of Life Annuities
Compared to Redemption Bonds

Johan de Witt
(1625-1672)

WAERDYE

Van nh

LYF-RENTEN

Naer proportie van
LOS-RENTEN,

IN sGRAVEN-HAGE.

By Jacosus Scuerrtus, Ordinaris Druce
ker vande Edele Groot Mog, Heeren Staten,
van Hollande en Welt-Vrieflandr, woo-
nende op het Binnen - Hof,
aAnno 1671,




The Corpses of the De Witt
Brothers, Jan de Baen
(attributed to), c. 1672 - c.
1675 Rijksmuseum,
Amsterdam




Edmond Halley, FRS
(1656-1742)

The Philosophical Transactions of the Royal Society of London, vol. 17, 1693, pp. 596-610
https://archive.org/details/s31d13654280/page/483/mode/lup
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Jean Bodin
(c. 1530 —1596)

Quantity theory of money. Inflation https://gallica.bnffr/ark:/12148/btv1b531571287
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Thomas Wilson
(1524-1581)

A
DISCOURSE UPON
USURY

BY WAY OF DIALOGUE AND ORATIONS, FOR THE BETTER
VARIETY AND MORE DELIGHT OF ALL THOSE
THAT SHALL READ THIS TREATISE

[x572]

BY :'.' - w : : T
THOMAS WILSON

|
Doctor of the Civil Laws, one of the Masters of
Her Majesty's Honourable Court of Requesis

WITH AN HISTORICAL INTRODUCTION BY

R. H. TAWNEY

Sometime Fellow of Balliol College, Oxford

https://babel.hathitrust.org/cgi/pt?id=ucl.b5136944&view=1up&seq=38

A discourse vppon vsurye by vvaye of dialogue and oracions, for
the better varietye, and more delite of all those, that shall reade thys
treatise. By Thomas Wilson, doctor of the ciuill lawes, one of the
masters of her maiesties honorable courte of requestes. Seene &
allowed, according to the Queenes Maiesties iniunctions.

Londini: In &dibus Rychardi Tottelli, 1572.

https://quod.lib.umich.edu/cgi/t/text/text-idx?c=eebo:idno=A15541.0001.001
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Gerard Malynes 1686



https://archive.org/details/consuetudovellex00maly/page/n7/mode/2up

Sir William Petty (1623—1687)



A

19. Having found the Rent or value of the usus fruclus

T R E A T I S E per annum, the question is, how many years purchase (as we
OF

usually say) is the Fee simple naturally worth ? If we say an

infinite number,then an Acre of Land would be equal in

Ta xes & Contribution S. value to a thousand Acres of the same Land ; which is absurd,

Shewing the Nature and Measures of an infinity of unites being equal to an infinity of thousands.

Crown-Lands. | (Penalties. Wherefore we must pitch upon some limited number, and
Assessements, | | Monopolies. that I ap-llprehend to be the number of years, which I conceive 27

| Customs. g;ﬁgz . one man of fifty years old, another of twenty eight, and

P""‘I\?O“CYS‘ Raising of Coins. another of seven years old, all being alive together may be

Lotteries. Harth-Money. thought to live!; that is to say, of a Grandfather, Father, and

_ Benevolence. | | Excize, &c.

) Childe ; few men having reason to take care of more remote
With several intersperst Discourses and Digressions concerning Posterity : for if a man be a great Grandfather, he himself is

‘Warres. | (Beggars. " so much the nearer his end, so as there are but three in a
'lrjl;iv(;:lst::-g; 1 E:;t;:;gzn of e continual line of descent usually co-existing together; and as
Rents & Purchases. | | Free-Ports, ' some are Grandfathers at forty years, yet as many are not till
| Usury & Exchange. | | Coins, | above sixty, and sic de c@leris.

Banks & Lombards. | | Housing.
Registries for Con-| | Liberty of Con-

| veyances. ) \ science, &c. )
The same being frequently applied to the pre- : 11+ o
sont oot ond Airs of Sir William Petty (1623-1687)
IRELAND.

https://archive.org/details/economicwritingsQ1pettuoft/page/
44/mode/2up

Lenden, Pnnted“forN Brooke, at the Angel in Cornbill, 1662.



https://archive.org/details/economicwritings01pettuoft/page/44/mode/2up
https://archive.org/details/economicwritings01pettuoft/page/44/mode/2up

QUANTULUMCUNQUE

CONCERNING MONEY.

1682

https://archive.org/details/economicwriting01pettgoog/page/n146/mode/2up

Qu. 28. What is Interest or Use-Money ¢

Answ. A Reward for forbearing the use of your own
Money for a Term of Time agreed upon, whatsoever need
your self may have of it in the mean while.

Qu. 32. What do you think of our Laws for limiting

- Interest ? |

Answ. The same as limiting the Exportation of Money ; (8) ;
and there may be as well Laws for limiting Exchange also-
For Interest always carrieth with it an Ensurance praemium,
which is very casual, besides that of Forbearance: For
Instance, in /reland there was a time when Land (the highest
Security) was sold for 2 Years Purchase: It was then naturally
just to take 20, 30, or 40 per Cent. Interest; whereas there v
the Law allows but 10. And since that time, Land being
risen to 12 Years purchase, responsible Men will not give

above 8. And insolent! Men will offer Cent. per Cent. notwith-
standing the Law. Again, suppose a Man hath 100/. of Land,
worth 20 Years Purchase, and another 100/. in Houses, worth
12 Years Purchase; and an other 100/ in Shipping, worth
2 Years Purchase; and another in Horses, worth 6 Months
Purchase; Is it not manifest he must have a greater Yearly
premium for lending his House than his Land, his Ship than
his House, and his Horse than his Ship? For if his Horse be
worth 100/. he cannot hire him out for less than 10s. per diem,
whereas the Land will not yield a Groat for the same time;
and these Hires are the same with Intrest.


https://archive.org/details/economicwriting01pettgoog/page/n146/mode/2up

JOSLE DE LA VEGA

1630 1092

https://archive.org/details/ned-kbn-all-00002508-001/page/n11/mode/1lup



https://archive.org/details/ned-kbn-all-00002508-001/page/n11/mode/1up

Job Adriaenszoon Berckheyde
Binnenplaats van de Oude Beurs te Amsterdam na 1668
The Old Exchange of Amsterdam, ca. 1670

“ Tocante alos OPSIES , {on unos premios
> cantidades que fe ddn para aflegurar las
partidas, o conquiftar los avangos; los qua-

Hesfirven de velas para navegar felices en las

bonangas, y de ancoras para navegar feguros
en las rormentas,

Eftdn las Acciones al prefente en precio

_ide §80. pareceme que por el gran retorno
_#que feefpera dela India, aumento dela Com-

afiia, reputacion de los generos, reparti-
1on que {e promete, y paz de la Europa, fu-
irin 2 mucho mayor numero del que lo-
jran.  No me delibero fin embargo, a com-
var partidas effettivas, porque temo quefl
D4 me

Avagopa ota Options



As for the OPSIES, they are premia or amounts that are given to secure gambles or profits, which serve as sails to sail
happily in good times and anchors to sail safely in storms. The shares are now at a price of 580. I believe that because of
India's expected strong performance, the [East Indies] Company's growth, the reputation of the managers, the promised
dividend and peace in Europe, they will rise to a much higher price. However, I am reluctant to buy in cash because I
fear that if my calculations fail, I could suffer a setback, or a misfortune could befall me.

So, I go to those who say they take these opsies, ask them how much they want to commit to give me each lot at 600
until a certain time, agree on the price, register it in the bank and know that I can't lose more than I pay. Thus, I earn
whatever goes above 600 and whatever goes below 600 does not affect my judgement because of anxiety, I don't worry
about my honour, nor does it take away my peace of mind. If, when they reach 600 or so, I change my mind and think
that everything is not as good as it seemed, I sell the lots without danger, because everything that goes down is profit.
And as he who received the money is obliged to deliver them to me at the agreed price, even if they go up, I can feel no
other loss than that of the opsie, nor mourn any other punishment than that of the premium.

I can do the same business the other way round, if I think the stock will go down, by giving then the premia instead of
giving them out to receive, and trusting upon them my Fortune, or buying upon them during that time. And many times,
I make different operations with success, and he who participates wins at the expiration of the time, though he always
carries them with his risk and keeps them with his fear.



The Flemish called it OPSIE, derived from the Latin
word optio optionis, meaning choice, because it is up
to the giver to choose whether to ask or give the item
to the receiver. And as the famous Calepino deduces
optio elegir from optando dessear, the etymology is
clearly seen here, because the one who pays the
premium wishes to choose what is more convenient
and, if he 1s mistaken, he can always stop choosing
what he wished for.
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Of the Interest of Money and its Causes

Just as the Prices of things are fixed in the altercations of

the Market by the quantity of things offered for sale in
proportion to the quantity of money offered for them,
or, what comes to the same thing, by the proportionate
number of Sellers and Buyers, so in the same way the
Interest of Money in a State is settled by the proportionate
number of Lenders and Borrowers.

Though money passes for a pledge in exchange it
does not multiply itself or beget an interest in simple
circulation. The needs of man seem to have introduced
the usage of Interest. A man who lends his money on

https://oll.libertyfund.org/title/higgs-essay-on-the-

nature-of-trade-in-general-higgs-ed
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good security or on mortgage runs at least the risk of the
illwill of the Borrower, or of expenses, lawsuits and losses.
But when he lends without security he runs the risk of
losing everything. For this reason needy men must in the
beginning have tempted Lenders by the bait of a profit.
And this profit must have been proportionate to the needs
of the Borrowers and the fear and avarice of the Lenders.
This seems to me the origin of Interest. But its constant
usage in States seems based upon the Profits which the
Undertakers can make out of it.

The Land naturally produces, aided by human Labour,
4, 10, 20, 50, 100, 150 times the amount of corn sown
upon it, according to the fertility of the soil and the
industry of the inhabitants. It multiplies Fruits and
Cattle. The Farmer who conducts the working of it has
generally two thirds of the produce, one third pays his
expenses and upkeep, the other remains for the profit of
his enterprise.

If the Farmer have enough capital to carry on his
enterprise, if he have the needful tools and instruments,
horses for ploughing, cattle to make the Land pay, etc.
he will take for himself after paying all expenses a third
of the produce of his Farm. But if a competent Labourer
who lives from day to day on his wages and has no capital,
can find some one willing to lend him land or money to
buy some, he will be able to give the Lender all the third
rent, or third part of the produce of a Farm of which he
will become the Farmer or Undertaker. However he will
think his position improved since he will find his upkeep
in the second rent and will become Master instead of
Man. If by great oeconomy and pinching himself some-
what of his necessities he can gradually accumulate some
little capital, he will have every year less to borrow, and
will at last arrive at keeping the whole of his third rent.

If this new Undertaker finds means to buy corn or
cattle on credit, to be paid off at a long date when he can
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make money by the sale of his farm produce, he will
gladly pay more than the market price for ready money.
The result will be the same as if he borrowed cash to buy
corn for ready money, paying as interest the difference
between the cash price and the price payable at a future
date. But whether he borrow cash or goods there must
be enough left to him for upkeep or he will become
bankrupt. The risk of this is the reason why he will be
required to pay 20 or 30 per cent. profit or interest on
the amount of money or value of the produce or mer-
chandise lent to him.

Again, a master Hatter who has capital to carry on his
manufacture of Hats, either to rent a house, buy beaver,
wool, dye, etc. or to pay for the subsistence of his work-
men every week, ought not only to find his upkeep in this
enterprise, but also a profit like that of the Farmer who
has his third part for himself. This upkeep and the profit
should come from the sale of the Hats whose price ought
to cover not only the materials but also the upkeep of the
Hatter and his Workmen and also the profit in question.

But a capable Journeyman Hatter with no capital may
undertake the same Manufacture by borrowing money
and materials and abandoning the profit to anybody who
is willing to lend him the money or entrust him with the
beaver, wool, etc. for which he will pay only some time
later when he has sold his hats. If when his bills are due
the Lender requires his capital back, or if the Wool-
merchant and other Lenders will not grant him further
credit he must give up his business, in which case he may
prefer to go bankrupt. But ifhe is prudent and industrious
he may be able to prove to his creditors that he has in
cash or in hats about the value of what he has borrowed
and they will probably choose to continue to give him
credit and be satisfied for the present with their interest
or profit, In this way he will carry on and will perhaps
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gradually save some capital by retrenching a little upon
his necessities. With the aid of this he will have every
year less to borrow, and when he has collected a capital
sufficient to conduct his Manufacture, which will always
be proportionable to his sales, the profit will remain to
him entirely and he will grow rich if he does not increase
his expenditure.

It is well to observe that the upkeep of such a Manu-
facturer is small compared with the sums he borrows in
his trade or with the materials entrusted to him, and
therefore the Lenders run no great risk of losing their
capital if he is respectable and hard working: but as it
is quite possible that he is not so the Lenders always
require from him a profit or interest of 20 to 3o per cent.
of the value of their loan. Even then only those who have
a good opinion of him will trust him. The same inductions
may be made with regard to all the Masters, Artisans,
Manufacturers and other Undertakers in the State who
carry on enterprises in which the Capital considerably
exceeds the value of their annual upkeep,

But if a water-carrier in Paris sets up as the Undertaker
of his own work, all the capital he needs will be the price
of two buckets which he can buy for an ounce of silver
and then all his gains are profit. If by his labour he gains
50 ounces of silver a year, the amount of his capital or
borrowing will be to that of his profit as 1 to 50. That is
he will gain 5000 per cent. while the Hatter will gain
only 50 per cent. and will also have to pay 20 or go per
cent. to the lender.

Nevertheless a Money Lender will prefer to lend 1oco
ounces of silver to a Hatmaker at 20 per cent. interest
rather than to lend 1000 ounces to 1000 water-carriers at
500 per cent. interest. The Water-carriers will quickly
spend on their maintenance not only the money they
gain by their daily labour but all that which is lent to
them. These capitals lent to them are small compared
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with what they need for their maintenance: whether they
be much or little employed they can easily spend all they
earn. Therefore it is hardly possible to arrive at the profits
of these little undertakers. It might well be that a Water-
carrier gains 5000 per cent. of the value of the buckets
which serve as his capital, even 10,000 per cent. if by
hard work he gains 100 ounces of silver a year. But as he
may spend on his living 100 ounces just as well as 50, it
is only by knowing what he devotes to his upkeep that
we can find how much he has of clear profit.

The subsistence and upkeep of Undertakers must always
be deducted before arriving at their profit. We have done
this in the example of the Farmer and of the Hatmaker,
but it can hardly be determined in the case of the petty
Undertakers, who are for the most part insolvent when
they are in debt.

It is customary for the London Brewers to lend a few
barrels of Beer to the keepers of Ale-houses, and when
these pay for the first barrels to continue to lend them
more. If these Ale-houses do a brisk business the Brewers
sometimes make a profit of 500 per cent. per annum;
and I have heard that the big Brewers grow rich when
no more than half the Ale-houses go bankrupt upon them
in the course of the year.

All the Merchants in a State are in the habit of lending
merchandise or produce for a time to Retailers, and pro-
portion the rate of their profit or interest to that of their
risk. This risk is always great because of the high pro-
portion of the Borrower’s upkeep to the loan. For if the
borrower or retailer have not a quick turnover in small
business he will quickly go to ruin and will spend all he
has borrowed on his own subsistence and will therefore
be forced into bankruptcy.

The Fishwives, who buy Fish at Billingsgate in London
to sell again in the other quarters of the City, generally
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pay under a contract made by an expert scrivener, one
shilling per guinea, or twenty-one shillings, interest per
week, which amounts to 260 per cent, per annum. The
Market-women at Paris, whose business is smaller, pay
5 sols for the week’s interest on an écu of g livres, which
exceeds 430 per cent. per annum. And yet there are few
Lenders who make a fortune from such high interest.

These high rates of interest are not only permitted but
are in a way useful and necessary in a State, Those who
buy Fish in the streets pay these high interest charges in
the increased price. It suits them and they do not feel it.
In like manner an Artisan who drinks a pot of Beer and
pays for it a price which enables the Brewer to get his
500 per cent, profit, is satisfied with this convenience and
does not feel the loss in so small a detail.

The Casuists, who seem hardly suitable people to judge
the nature of Interest and of matters of Trade, have in-
vented a term, damnum emergens, by whose aid they consent
to tolerate these high rates of interest; and rather than
upset the custom and convenience of Society, they have
agreed and allowed to those who lend at great risk to
exact in proportion a high rate of interest: and this
without limit, for they would be hard put to it to find any
certain limit since the business depends in reality on the
fears of the Lenders and the needs of the Borrowers.

Maritime Merchants are praised when they can make
a profit on their Adventures, even though it be 10,000
per cent.; and whatever Profit wholesale Merchants may
make or stipulate for in selling on long credit produce or
Merchandise to smaller retail Merchants, I have not
heard that the Casuists make it a crime. They are or seem
to be a little more scrupulous about loans in hard cash
though it is essentially the same thing. Yet they tolerate
even these loans by a distinction, lucrum cessans, which they
have invented. I understand this to mean that a-Man
who has been in the habit of making his money bring in

EQ 4
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500 per cent. in his trade may demand this profit when
he lends it to another, Nothing is more amusing than the
multitude of Laws and Canons made in every age on the
subject of the Interest of Money, always by Wiseacres who
were hardly acquainted with Trade and always without
effect.

From these examples and inductions it seems that there
are in a State many classes and channels of Interest or
Profit, that in the lowest classes Interest is always highest
in proportion to the greater risk, and that it diminishes
from class to class up to the highest which is that of
Merchants who are rich and reputed solvent. The Interest
demanded in this class is called the current rate of Interest
in the State and differs little from interest on the Mortgage
of Land. The Bill of a solvent and solid Merchant is as
much esteemed, at least for a short date, as a lien upon
Land, because the possibility of a Lawsuit or a Dispute
on this last makes up for the possibility of the Bankruptcy
of the Merchant.

If there were in a State no Undertakers who could
make a Profit on the Money or Goods which they borrow,
the use of Interest would probably be less frequent than
it is. Only extravagant and prodigal people would con-
tract Loans, But accustomed as every one is to make use
of Undertakers there is a constant source for Loans and
therefore for Interest. They are the Undertakers who
cultivate the Land and supply Bread, Meat, Clothes, etc.
to all the Inhabitants of a Gity. Those who work on wages
for these Undertakers seek also to set themselves up as
Undertakers, in emulation of each other. The multitude
of Undertakers is much greater among the Chinese, and
as they all have lively intelligence, a genius for enterprise,
and great perseverance in carrying it out, there are among
them many Undertakers who are among us people on
fixed wages. They supply Labourers with meals, even in
the Fields. It is perhaps this multitude of small Under-

14-2
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takers and others, from class to class, who finding the
means to gain a good deal by ministering to consumption
without its being felt by the consumers, keep up the rate
of Interest in the highest class at g0 per cent. while it
hardly exceeds 5 per cent. in our Europe. At Athens in
the time of Solon interest was at 18 per cent. In the
Roman Republic it was most commonly 12 per cent., but
has been known to be 48, 20, 8, 6, and at the lowest
4 per cent. It was never so low in the free market as
towards the end of the Republic and under Augustus
after the conquest of Egypt. The Emperor Antoninus and
Alexander Severus only reduced Interest to 4 per cent.
by lending public money on the mortgage of Land.

CHAPTER X AND LAST

Of the Causes of the Increase and Decrease of the
Interest of Money in a State

It is a common idea, received of all those who have
written on Trade, that the increased quantity of currency
in a State brings down the price of Interest there, because
when Money is plentiful it is more easy to find some to
borrow. This idea is not always true or accurate. For
proof it needs only to be recalled that in 1720, nearly all
the money in England was brought to London and over
and above this the number of notes put out accelerated
the movement of money extraordinarily. Yet this abund-
ance of money and currency instead of lowering the
current rate of interest which was before at 5 per cent.
and under, served only to increase the rate which was
carried up to 50 and 6o per cent. It is easy to account
for this increased rate of interest by the principles and the
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OF INTEREST

N{.TI'HING is esteemed a more cerain sign of the flour-
ishing condition of any nation than the lowness of
interest: And with reason; though 1 believe the cause is some-
what different from what is commonly apprehended. Lowness
of interest is generally ascribed to plenty of money.' Bur

'Iniercaneilist writers had held that a lowering of interest, or the price paid
for the use of resources aver time. is one of the benefits of increasing the
quantity of monev. Hume continues his arrack on mercantilism by denv-
ing that rates of interest are caused by the quantity of money in circulation.
Hume turns to his theory of human nature as well as to histoneal examples
in arder to prove thar low interest is produced nltimarely by the growth of
industry and commerce, which reduces the proportien of borrowers and
increases the number of lenders with savings available to supply the de.
mand for money. For an assessment of Hume's views on interest, see
Rotwein, David Hume: Writings on Economics, pp. lavii=lxxii.]

David Hume (1985). Essays Moral, Political,
and Literary. Edited and with a Foreword,
Notes, and Glossary by Eugene E. Miller. With
an apparatus of variant readings from the 1889
edition by T'H. Green and T.H. Grose. Revised
Edition. Liberty Fund Indianapolis
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money, however plentiful, has no other effect, if fixed, than wo
raise the price of labour. Silver is more common than gold; and
therefore vou receive a greater quantity of it for the same
commaodities. Bur do you pav less interest for it? Interest in
BATAVIA and JAMALICA is at 10 per cenr. in PORTUGAL ar 6;
though these places, as we may learn from the prices of every
thing, abound more in gold and silver than either LONDON or
AMSTERDAM.

Were all the gold in ENGLAND annihilated at once, and
one and twenty shillings substitured in the place of every
guinea, would money be more plentiful or interest lower? No
surelv: We should only use silver instead of gold. Were gold
rendered as common as silver, and silver as common as copper;
would money be more plentiful or interest lower? We may
assuredly give the same answer, Our shillings would then be
vellow, and our halfpence white; and we should have no guin-
eas. No other difference would ever be observed; no alteration
on commerce, manufactures, navigation, or interest; unless
we imagine, that the colour of the metal is of any con-
sequence.

Now, what is so visible in these greater variations of scar-
city or abundance in the precious metals, must hold in all
inferior changes. If the multiplying of pold and silver fifteen
times makes no difference, much less can the doubling or
tripling them. All augmentation has no other effect than o
heighten the price of labour and commodities; and even this
variation is little more than that of a name. In the progress
towards these changes, the augmentation mayv have some in-
fluence, by exciting industry; but after the prices are settled,
suitably to the new abundance of pold and silver, it has no
manner of influence.

An effect always holds proportion with its cause. Prices
have risen near four times since the discovery of the INDIES;
and it is probable gold and silver have multiplied much more:
But interest has not fallen much above half. The rate of inter-
est, therefore, is not derived from the quanticy of the precious
metals.

Money having chiefly a fictitious value,” the greater or less
plenty of it is of no consequence, if we consider a nation
within itself; and the quantiry of specie, when once fixed,
though ever so large, has no other effect, than o oblige every
one to tell out” a greater number of those shining bits of metal,
for clothes, furniture or equipage, withour encreasing any one
convenience of life, If a man borrow money o build a house,
he then carries home a greater load; because the stone,
timber, lead, glass, &c. with the labour of the masons and
carpenters, are represented by a greater quantiey of gold and
silver. Burt as these metals are considered chiefly as represen-
tations, there can no alteration arise, from their bulk or
quantity, their weighe or colour, cither upon their real value or
their interest. The same interest, in all cases, bears the same
proportion to the sum. And if vou lent me so much labour and
so0 many commaodities; by receiving five per cens. vou always
receive proportional labour and commodirties, however repre-
sented, whether by vellow or white coin, whether by a pound
or an ounce. Itis in vain, therefore, to look for the cause of the
fall or rise of interest in the greater or less quantity of gold and
silver, which is fixed in anv nation.

High intcrest ariscs from shree circumstances: A great de-
mand for borrowing; little riches to supply that demand; and
great profits arising from commerce: And these circumstances
are a clear proof of the small advance of commerce and
industry, not of the scarcity of gold and silver. Low interest,
on the other hand, proceeds from the three opposite circum-
stances: A small demand for borrowing; grear riches to supply
that demand; and small profits ansing from commerce: And
these circumstances are all connected together, and proceed
from the encrease of induscry and commerce, not of gold and
silver. We shall endeavour to prove these points; and shall
begin with the causes and the effects of a grear or small de-
mand for borrowing.

When a people have emerged ever so little from a savage
state, and their numbers have encreased beyond the original
multitude, there must immediately arise an inequality of
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property; and while some possess large tracts of land, others
are confined within narrow limits, and some are entirely with-
out any landed property. Those who possess more land than
they can labour, employ those who possess none, and agree to
receive a determinate part of the product. Thus the fewded
interest 15 immediately established; nor is there any secded
government, however rude, in which affairs are not on this
footing. Of these proprictors of land, some must presently
discover themselves to be of different tempers from others;
and while one would willingly store up the produce of his land
for futurity,” another desires to consume at present what
should suffice for many vears. Buras the spending of a settled
revenue is a way of life encirely without occupation;” men have
so much need of somewhat” to fix and engage them, that
pleasures, such as thev are, will be the pursuit of the grearer
part of the landholders, and the prodigals among them will
alwavs be more numerous than the misers. In a state, there-
fore, where there 15 nothing but a landed interest, as there is
lictle frugality, the borrowers must be very numerous, and the
rate of interest must hold proportion to it. The difference
depends not on the quantity of money, but on the habits and
manncrs which prevail. By this alone the demand for borrow-
ing is encreased or diminished. Were money so plentiful as to
make an egg be sold for sixpence; so long as there are only
landed gentry and peasants in the state, the borrowers must be
numergus, and interest high. The rent for the same farm
would be heavier and more bulky: But the same idleness of
the landlord, with the higher price of commaodities, would
dissipate it in the same time, and produce the same necessity
and demand for borrowing.”

Mar is the case different with regard to the serord circum-
stance which we proposed to consider, namely, the grear or
little riches tosupply the demand. This effect also depends on
the habits and way of living of the people, not on the quantity
of gold and silver. In order to have, in anv state, a great
number of lenders, it is not sufficient nor requisite, that there
be great abundance of the precious metals. Itis only requisite,

that the property or command of that quantity, which is in the
state, whether grear or small, should be collected in particular
hands, so as to form considerable sums, or compose a grear
monied interest. This begers a number of lenders, and sinks
the rate of usury; and this I shall venture to affirm, depends
not ¢n the quantity of specie, but on particular manners and
customs, which make the specie gather into separate sums or
masses of considerable value.

For suppose, that, by miracle, every man in GREAT
BRITAIN should have five pounds slipt into his pocket in one
night; this would much more than double the whole money
that is at present in the kingdom:; yer there would not next
day, nor for some time, be anv more lenders, nor any variation
in the interest, And were there nothing bur landlords and
peasants in the state, this money, however abundant, could
never gather into sums; and would only serve to encrease the
prices of every thing, without anv farther consequence. The
prodigal landlord dissipates it, as fast as he receives it and the
beggarly peasant has no means, nor view, nor ambition of
obraining above a bare livelihood. The overplus of borrowers
above that of lenders continuing still the same, there will
follow no reduction of interest. Thar depends upon another
principle; and must proceed from an encrease of industry and
frugality, of arts and commerce.

Everv thing useful to the life of man arises from the
ground; but few things arise in that condition which is requi-
site to render them useful. "There muse, therefore, beside the
peasants and the proprietors of land, be another rank of men,
who receiving from rthe former the rude marerials, work them
into their proper form, and retain part for their own use and
subsistence. In the infancy of society, these contracts berween
the artisans and the peasants, and between onc species of
artisans and another are commonly entered into immediately
by the persons themselves, who, being neighbours, are easily
acquainted with cach other's necessities, and can lend their
mutual assistance to supply them. Bur when men’s industry
encreases, and their views enlarge, it is found, that the most

remore parts of the state can assist each other as well as the
more contiguous, and that this intercourse of good offices may
be carried on to the greatest extent and intricacy. Hence the
origin of merchants, onc of the most useful races of men, who
serve as agents between those parts of the stare, thar are
wholly unacquainted, and are ignorant of cach other’s necessi-
ties, Here are in a ciey fifty workmen in silk and linen, and a
thousand customers; and these two ranks of men, so necessary
to each other, can never rightly meet, tll one man erects a
shop, to which all the workmen and all the customers repair.
In this province, grass rises in abundance: The inhabitants
abound in cheese, and butter, and cattle; but want bread and
corn, which, in a2 neighbouring province, are in too grear abun-
dance for the use of the inhabitants. One man discovers this.
He brings corn from the one provinee and returns with cartle;
and supplving the wants of both, he is, so far, a common
benefactor. As the people encrease in numbers and industry,
the difficuley of their intercourse encreases: The business of
the agency or merchandize becomes more intricate; and di-
vides, subdivides, compounds, and mixes to a greater variery.
In all these transactions, it is necessary, and reasonable, that
a considerable part of the commodities and labour should
belong to the merchant, to whom, in a great measure, they are
owing. And these commaodities he will sometimes preserve in
kind, or more commaonly convert inte money, which is their
commeon representation. If gold and silver have encreased in
the state rogether with the indusery, it will require a grear
quantity of these metals to represent a great quantity of com-
modities and labour. If industry alone has encreased, the
prices of every thing must sink, and a small quantity of specie
will serve as a representation.

There is no craving or demand of the human mind more
constant and insatiable than that for exercise and employ-
ment; and this desire seems the foundation of most of our
passions and pursuits. Deprive a man of all business and seri-
ous occupation, he runs restless from one amusement o an-
other; and the weight and oppression, which he feels from
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70. Capirals being as necessary to all enterprises as labor and

industry, the industrious man shares voluntarily the profit of his

enterprise with the capitalist who furnishes him with the funds he
needs.

Since capitals are the indispensable foundation of all lucrative
enterprises; since with money we can furnish means for cultiva-
tion, establish manufactures, and set up trade, the profits of which
accumulated and frugally saved, will become a new capital; since
in short, money is the principal means of begetting money, those
who, with their industry and love of labor, have no capitals, or do
not have sufficient for the enterprise they wish to embark on, have
no difficulty in deciding to give up to the owners of such capital or
money who are willing to trust it to them, a portion of the profits
they expect to receive over and above the return of their advances.

71. Fifeh employment of capitals, lending ar interest. Nature of
the loan.

The owners of money balance the risk their capital may run,
if the enterprise does not succeed, with the advantage of enjoying
a definite profit without labor, and regulate themselves thereby to
require more or less profit or interest for their money, or to con-
sent to lend it for such interest as the borrower offers. Here another
opportunity is open to the owner of money; lending at interest, or
the trade in money. Let no one mistake me here, lending at interest
is nothing but a commercial transaction, in which the Lender is the
man who sells the use of his money, and the borrower is a man who
buys; precisely as the proprietor of an estate and a farmer sell and
buy, respectively the use of a piece of land which is let out. The Latin
term for a loan of money at interest expresses it exactly, usura pecu-
niae, a word which, translated into French has become hateful by
consequence of false ideas being formed as to the interest of money.

7. Balse ideas about the lending at interest.

The price of the loan is by no means founded, as might be
imagined, on the profit the borrower hopes to make with the capi-
tal of which he purchases the use. This price, like the price of every
commodity, is determined by the chaffering of seller and buyer; by
the balance berween the offer and the demand. People borrow for
all kinds of purposes, and with all sorts of motives. One borrows

The Formartion and Distribution of Wealth 45

to undertake an enterprise which will make his fortune, another to
buy an estate, another to pay a gaming debt, another to make up for
the loss of his revenue, of which some accident has deprived him,
another to keep himself alive, while waiting for what he can get by
his labor; bur all these motives which influence the borrower are
quite immaterial to the lender. The latter is only concerned with two
things: the interest he is to receive, and the safety of his capital. He
does not trouble himself about the use the borrower will make of
it, any more than the merchant concerns himself with the use the

buyer makes of the commodity he sells him.

?3 Errors of the schoolmen refuted.

It is for want of having examined the lending at interest in its
true light, that moralists, more dogmatic than enlightened, have
endeavored to have it looked upon as a crime. The scholastic theo-
logians have concluded from the fact that money does not produce
anything by itself that it was unjust to exact interest from money
placed on loan. Full of their prejudices, they have believed their doc-
trine was sanctioned by this passage from the Gospel, mutuum date
nihil inde sperantes.* Those theologians who have adopted more rea-
sonable principles on the subject of interest, have endured the harsh-
est reproaches from Writers of the oppaosite party.

Nevertheless, it needs burt a lictle reflection to realise the lack
of depth in the pretexts which have been used to condemn the tak-
ing of interest. A loan is a reciprocal contract, free between the two
parties, which they make only because it is advantageous to them. It
is evident that, if the lender finds it to his advantage to receive some-
thing as the hire for his money, the borrower is no less interested in
finding the money he needs, since he decides to borrow and to pay
the hire of this money. Now on what principle can a crime be dis-
covered in a contract advantageous to two parties, with which both
parties are satisfied, and which certainly does no injury to anyone
else? To say that the lender takes advantage of the borrower’s need

4 Le., Luke 6: 35, which in the American Standard Version reads as follows: “and lend, hop-
ing for nothing again”
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DEFENCE OF USURY.

LETTER L
Introduition.

Crickeff, in White Rufia, Yaxsary 1787,
MONG the various fpecies or

: modifications of liberty, of which
on different occafions we have heard fo
much in England, I do not recolle&
ever fecing any thing yet offered in
behalf of the Kberty of making ones
cwn terms in money-bargains, From fo
general and univerfal a neglect, it is an
old notion of mine, as you well know,
that this meek and unzffuming fpecies
of liberty has been fuffering much in-

juftice. _
B A fancy

2 Lerr. . Intreduftion,

A fancy has taken me, jult now, to
trouble you with my reafons : which,
if you think them capable of anfwer-
ing any good purpole, you may for-
ward to the prefs: or in the other caft,
what will give you lefs trouble, to the
fire.

In a word, the propoflition I have
been accuftomed to lay down to myfelf
on this fubjel is the following one,
viz. that mo man of ripe years and of
Jound mind, afting freely, and with bis
eyes open, ought to be bindered, with a
vite to bis advantage, from making fuch
bargain, in the way of cbtaining money,
as be thinks fit : ner, (what is a necel-
fary confequence) any body bindered from
Jupplying bim, upon any terms be thinks

~ proper to acceéae fo,

‘This propofition, were it to be re-
ceived, would level, you fee, ar one
ftroke, all the barricrs which law, either

. ftatute

Lerr. L. Introduion. 3

ftatute or common, have in their unit-
ed wilfdom fer up, cither againft che
crying fin of Ulury, or againft the
hard.named and little-heard-of practice
of Champerty ; to which we muft allo
add a portion of the multifarious, and
as little-heard-of offence, of Maintes
nance.

On this occalion, were it any indi-
vidual antagonift I had to deal with,
my part would be a fmooth and eafy
one. “ You, who fetter contraéls g
** you, who lay reftraints on the liber-
*“ ty of man, it is for you (I fhould
fay) * to affign a reafon for your do-
“ ing fo.” That contrats in general
ought to be obferved, is a rule, the
propriety of which, no man was ever
yet found wrong-headed enough to
deny : if this cale is one of the excep-
tions (for fome doubtlefs there are)
which the fafety and welfare of every

Ba fociety
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fociety require fhould be taken out
of that general rule, in this cafe, as in
all chofe others, it lies upon him, who
alledges the neceflity of the exception,
to produce a reafon for it.

This, I fay, would be a fhort and
very ealy method with an individual :
but, as the world has no mouth of its
own to plead by, no certain attorney
by which it can “ come and defend
* this force and injury,” I muft even
find arguments for itat a venture, and
ranfack my own imagination for fuch
phantoms as I can find to fight with.

In favour of the reftraints oppofed
to the fpecies of liberty I contend for,
I can imagine but five arguments,

1. Prevention of ufury.
2. Prevention of prodigality,
- g« Proteftion of indigence againft
extortion. '
4. Red

Lerr. L. Introduifion. 4

4. Repreflion of the temerity of
proje&tors.

5. Protection of fimplicity againft
impofition. '

Of all thefe in their order.

" Bgs LET:
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