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FOREWORD

This revision of A History of Interest Rates by Richard Sylla is exceed-
ingly timely. It updates, evaluates, and puts into historical perspective a
highly dynamic period in the financial markets from the start of the 1990s
to the present. In this recent period, financial markets have become
much larger and more complex. In addition, new credit instruments
have come onto the scene, bringing with them new interest rates, and
interest rate relationships in domestic and international markets.

During the past fifteen years, several dramatic upheavals also left
their imprint on financial markets and on interest rates. Early on there
was the debacle of the thrift institutions and severe credit pressures on
several large commercial banks. Later in the 1990s, a speculative bubble
manifested itself not only in the high-tech market but also in the high-
yield fixed-income market. The use of excessive leverage by prominent
hedge funds posed a serious systemic risk.

The scope and encompassing coverage of the subject make this book
unique. There is no other study like it. It traces interest rates from their
early beginnings in Babylonia, Greece, and Rome through the Medieval
and Renaissance periods, right through to modern times.

This book was originally published in 1962 and written by Sidney
Homer, a classical and remarkable man. Sidney Homer called himself a
bond man, but he was far more than that. It is true that he ran his own
bond firm early in his career and later on became a senior bond portfolio
manager for Scudder, Stevens and Clark, but this only scratches the sur-
face of his accomplishments and talents. Sidney Homer did pioneering
work in fixed-income analysis. He labored for a good part of his career

vil
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when bonds were not as popular as they are today and when interest rates
were not in the forefront of the financial press.

Sidney Homer spearheaded the use of such analytical tools as the
analysis of relative values, the yield curve, and the linkages of the finan-
cial world to the economy. He was among the first to utilize the analysis of
flow of funds in the financial markets, well before the Federal Reserve for-
malized this approach.

When he came to Salomon Brothers in 1961, he organized and man-
aged the first in-depth research department devoted strictly to fixed-
income markets. This was an extraordinary undertaking for Sidney and
for Salomon Brothers. Bill Salomon and Charles Simon were responsible
for hiring Sidney. While they were completely unlike this very classical
man, they realized that Sidney had a mine of untapped knowledge that
could benefit Salomon Brothers. They were right. By the time he retired
as a general partner in October 1971, he had built the leading fixed-
income research department. It had no match and included a quantita-
tive group, which only became popular elsewhere much later on.

His frequent writings clearly showed that he was more than just a
bond man. They had a current relevance with great historical perspective
and insights and ranged from technical aspects in the money and bond
markets to the broad underlying economic and financial issues of the day.
To him, interest rates were more than just statistics. As he stated so well in
this book, “It seems fair to say that free market long-term rates of interest
for any industrial nation, properly charged, provide a sort of fever chart
of the economic and political health of that nation.”

My first examination of A History of Interest Rales was of the first edi-
tion, and it was a most detailed one. During my early weeks at Salomon
Brothers, Sidney Homer asked me to read the galleys of the book, but, as
was typical of him, he wanted it done in a meticulous way. I read the
entire book, then encompassing 594 pages and 81 statistical tables, out
loud to my secretary. It apparently left an imprint on my career.

This revision and updating has been accomplished by a prominent
scholar, Professor Richard Sylla. His grasp of markets and historical back-
ground fits well into the Sidney Homer mold. In particular, Richard Sylla
not only captures the new developments exceedingly well but he places
them in historical perspective in the way that Sidney Homer would
heartily approve.

I believe that this book has no peers. It is a financial classic.

Henry Kaufman



PREFACE TO THE
FOURTH EDITION

The world has changed in fundamental ways since the Revised Third
Edition was completed a decade ago. The Cold War ended, and the
Soviet Union ceased to exist. Communist regimes gave way to trans-
itional economies there and in the rest of Eastern Europe. Germany re-
unified and the European Union, despite a few setbacks, has moved to
become both larger and more united. Japan pricked its 1980’s “bubble”
but struggled to put a little more air back into its economy. Latin America
put most of the debt problems of the 1980’s behind it, but Mexico’s
troubles in 1994-1995 and Argentina’s in 2001 showed how easily they
could return. Meanwhile, China and India have emerged as economic
powers.

Aided by these happenings, a more liberal trading and financial order
continued to gain strength. The money and capital markets of the old
industrial economies became increasingly integrated, and throughout the
world emerging markets began to tie into the global financial system. And
many countries—including, prominently, the United States—searched for
ways to reduce governmental burdens on financial markets through regu-
latory reforms and reductions in fiscal deficits.

How these changes were reflected in the interest rate history of
1990-2005 is the subject matter of a newly revised chapter prepared for
this Fourth edition. Minor revisions have been made elsewhere in the text.
I am pleased that John Wiley & Sons has taken up the opportunity to
update this steadily demanded “evergreen” book. Professor Jack W. Wilson
of North Carolina State University continued to collaborate with me on
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the search for and interpretation of old and new data. My NYU colleague
and collaborator, Robert E. Wright, provided invaluable assistance in
organizing and producing the new tables and charts for this edition. My
other colleagues, associates, and students at New York University’s Stern
School of Business also have my gratitude for their abiding interest in
financial developments and keen insights into how the markets work.

Richard Sylla
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INTRODUCTION

The spectacular rise in interest rates during the 1970’s and early 1980’s
pushed many long-term market rates on prime credits up to levels never
before approached, much less reached, in modern history. A long view,
provided by this history, shows that recent peak yields were far above the
highest prime long-term rates reported in the United States since 1800, in
England since 1700, or in Holland since 1600. In other words, since mod-
ern capital markets came into existence, there have never been such high
long-term rates as we had all over the world a quarter century ago.

Since 1981, interest rates have come down to levels that were typical
half a cenury ago. Yet the recent fluctuations of interest rates and the suc-
cession of market crises that accompanied them imply that interest rate
history continues to be dramatic. Most readers will be startled merely by
the extremities of many ancient and modern interest rates. As the story of
interest rates unfolds here, some readers may find profound significance
in the sustained trends of interest rates upward or downward over many
decades and centuries.

In the charts and tables of interest rates over long periods, students
of history may see mirrored the rise and fall of nations and civilizations,
the exertions and tragedies of war, and the enjoyments and the abuses of
peace. They may be able to trace in the fluctuations the progress of knowl-
edge and technology, the successes and failures of political forms, and
the long, hard, and never-ending struggle of democracy with the rule of
tyrants and elites.

Students of economics may read in the ebb and flow of interest rates
the success of some communities and the failure of others to develop
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effective commercial ethics and laws and suitable monetary and fiscal
techniques and policies. They may recognize the effects of economic
growth and of economic decline as these two forces alternate over the
dimensions of time and space.

Around the turn of the last century, a famous Austrian economist,
Eugen von Bohm Bawerk, declared that the cultural level of a nation is
mirrored by its rate of interest: the higher a people’s intelligence and
moral strength, the lower the rate of interest. He was speaking of free
market rates of interest, not of controlled rates of interest. In his time,
market rates of interest throughout the principal trading nations of the
world were historically low: 2% to 3%% for long-term prime credits. And
inflation was not then the problem that it would become in this century.

If Bohm Bawerk had said “financial strength” instead of “moral
strength” and “technological level” instead of “cultural level,” more peo-
ple today would agree with him, but we think he meant exactly what he
said. Indeed, if these substitutions had been suggested to him, he might
well have responded that moral strength in a nation as a whole is a nec-
essary precondition for financial strength and that a high cultural level is
a necessary precondition for a high technological level.

In any case, when the first edition of this book appeared in 1963, few
students of the money market would have accepted Bohm Bawerk’s
sweeping generality. Interest rates were higher than in his era, but so,
some thought, were intelligence, moral strength, and cultural levels. In
light of the extraordinary rate increases of the 1960’s, 1970’s, and 1980’s,
however, he might win some recruits. In the last analysis, it will depend
on how one measures cultural level and moral strength, and here there is
room for wide differences of opinion.

The primary purpose of this history is not to explore sociological or
economic causes or effects of interest-rate fluctuations but rather simply to
seek out, record, and analyze the prevailing rates of interest themselves
over a centuries-long period in many countries. Nevertheless, a reader of
these pages will not be able to avoid noticing sustained trends and repeti-
tious patterns over the centuries. The reader may correlate them in his or
her mind with the rise and fall of nations and, indeed, of whole civilizations.

The chapters on interest rates in ancient Babylonia, Greece, and
Rome show, in each case, a progressive decline in interest rates as the
nation or culture developed and throve, and then a sharp rise in rates as
each “declined and fell.” In our culture (Western Europe and North
America), interest rates declined most of the time from the Middle Ages
to the middle of the twentieth century. But now? The extraordinarily
high rates of the 1970’s and 1980’s have not lasted long enough to show
a significant change of trend in the long-run charts. But who can guaran-
tee that they will not return?
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It is not necessary to assume that history repeats itself in any neat pat-
tern. It is not necessary, after a glance at the charts, to cry doom. There is
plenty of opportunity to reverse unfavorable trends. It seems fair to say,
however, that the free market long-term rates of interest for any industrial
nation, properly charted, provide a sort of fever chart of the economic
and political health of that nation. Wars and political and economic
calamities are recognizable at sight on the charts.

CREDIT IN ANCIENT TIMES

Credit is sometimes considered a modern device, or even a modern vice.
It is true that new credit forms have been developed in our country, and
the statistics reflecting the growth of the volume of credit during recent
decades are impressive. But a glance through the pages of financial his-
tory will dispel any notion of great recent novelty. Credit was in general
use in ancient and in medieval times. Credit long antedated industry,
banking, and even coinage; it probably antedated primitive forms of
money. Loans at interest may be said to have begun when the Neolithic
farmer made a loan of seed to a cousin and expected more back at har-
vesttime. Be this as it may, we know that the recorded legal history of sev-
eral great civilizations started with elaborate regulation of credit.

For example, about 1800 B.c., Hammurabi, a king of the first dynasty
of ancient Babylonia, gave his people their earliest known formal code of
laws. A number of the chief provisions of this code regulated the relation
of debtor to creditor. The maximum rate of interest was set at 33%% per
annum for loans of grain, repayable in kind, and at 20% per annum for
loans of silver by weight. All loans had to be accompanied by written con-
tracts witnessed before officials. If a higher than legal interest rate was
collected by subterfuge, the principal of the debt was canceled. Land and
movables could be pledged for debt, as could the person of the creditor,
his wife, concubine, children, or slaves. Personal slavery for debt, how-
ever, was limited to three years.

Twelve hundred years later, around 600 B.C., the legal history of clas-
sical Greece began with the laws of Solon. At that time, drastic reforms
were necessitated by an economic crisis in Athens, stemming in part from
excessive debt and widespread personal slavery for debt. In contrast to
the Code of Hammurabi, the laws of Solon did away with all limits on the
rate of interest. They reduced or canceled many debts. They permitted
hypothecation, but they forbade personal slavery for debt. These laws
endured for centuries.

The Romans also began their legal history with a body of laws regu-
lating credit. This, too, was forced by a crisis characterized by excessive
debt. The famous semitraditional Twelve Tables, dating from around
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450 B.C., insofar as they deal with credit, resembled the Code of Ham-
murabi more than they did the laws of Solon. Interest on loans was limited
to no more than 8%% per annum. Higher than legal interest was penal-
ized by fourfold damages. Personal slavery for debt was permitted, but
the physical well-being of the slave was protected.

These three examples from the earliest days of historical Babylonia,
Greece, and Rome are enough to support the conclusion that credit at
interest was widespread enough to create major political problems before
the emergence of written history. The entire 5,000-year span of written
history, however, is equal to only about one-half of one percent of the
duration of human life on this planet. People had plenty of time to learn
a lot about credit and interest before they began to write it down.

Moving forward in time, we note that the Capitularies of Charlemagne,
circa 800 A.D., also dealt with credit. They flatly forbade all increments on
loans. The sin of usury, and the desire for legal exceptions, provoked
major theological and legal controversies for more than a thousand years
of the Middle Ages. After the Reformation had justified the charging of
interest in northern Europe, the interest rate controversy was taken up
by economists, financiers, and politicians, usually in terms of laissez faire
versus state control. England eventually followed Solon and abandoned
all fixed legal limits on the rate of interest. The states of the United States
in their usury laws set fixed maximum rates of interest and in this respect
continued the legal traditions of Hammurabi and Rome.

Interest rates in the twenty-first century are as much a subject of polit-
ical and economic controversy as they were in antiquity. American politi-
cal parties and European political parties are as divided on interest rates
as were the patricians and plebeians of republican Rome. Some like them
high, and some like them low. Modern economists, if anything, have an
even wider and more complex range of opinion. The issues are not new.

A comprehensive view of the history of interest rates will unsettle
most preconceived ideas of what is a high rate or a low rate or an average
rate. Each generation tends to consider as normal the range of interest
rates with which it grew up; rates much higher suggest a crisis or seem
extortionate, while rates much lower seem artificial or inadequate.
Almost every generation is eventually shocked by the behavior of interest
rates because, in fact, market rates of interest in modern times rarely have
been stable for long. Usually they are rising or falling to unexpected
extremes. Students of the history of interest rates will not be surprised by
volatility. Their backward-looking knowledge will not tell them where
interest rates will be in the future, but it will permit them to distinguish a
truly unusual level of rates from a mere change.

It is easy enough to cite seemingly fanciful interest rates. In fact, we do
not have to look beyond our own century to find the highest and lowest
rates in the entire span of this history: a 10,000% high in Berlin; an 0.01%
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low in New York. Both rates were quoted on standard money-market
credits under very unusual circumstances. This is a range of 1 million
to 1. On January 2, 1990, The Wall Street Journal reported that banks in
Argentina were offering large depositors 600% interest per month!

Hammurabi’s legal limit of 20% per annum on loans in silver cannot
be usefully compared with today’s money-market interest rates. It was
well above most twentieth-century rates on prime business loans, savings
bonds, savings deposits, and the like, but was below the 30-45% per annum
legal limits and actual charges in many states of the United States for small
personal loans. It will be very difficult throughout this history to compare
rates with like rates. There are more types and varieties of credit contracts
in ancient and modern history than are dreamed of in the philosophy of
the modern bond salesperson.

When, in the second millennium B.C., the god Shamash of Sippar in
Babylon loaned silver through his priests at 6%%, the rate was so low for
the times as to be considered an act of pious charity. The Temple of
Arbela (732-625 B.C.) in Assyria loaned silver at 25%. When Demosthenes
in the fourth century B.C. permitted a client to defer paying his legal fee,
he added 12% per annum interest to his bill; this was precisely the top of
the range of “normal rates” in Athens at his time. When Caesar’s some-
time friend, the noble Brutus, attempted to charge the City of Salamis 48%
for a loan, he shocked his contemporary, Cicero, who reminded Brutus
that the legal limit for interest was then 12%. Money in Rome was, in fact,
then offered at rates as low as 4% per annum.

While we are thus gossiping about the financial behavior of earlier
generations, we should not forget the loan sharks. In classical Athens cer-
tain usurers used to lend money at 48% a month; this adds up to 576% a
year, uncompounded. Even this rate was below the 25% a week ($4 loaned
on Monday for $5 to be repaid on Friday) that frequently is reported in
New York law courts in trials of unlicensed loan sharks, a rate theoreti-
cally equal to 1300% a year. Finally, we should mention Theophrastus’s
(d. 287 B.C.) usurer, who charged 25% a day; this was 9125% a year and
may have been a literary exaggeration. Only during twentieth-century
inflations will we again find such a high rate specifically reported, as in
Germany in the 1920’s and Argentina in the last days of the 1980’s.

The Middle Ages left its share of interest rate oddities and contrasts.
In the twelfth century, personal loans in England were made at 52-120%
a year, depending on the collateral, while at the same time in the Nether-
lands long-term loans secured by real property were made at 8-10%.
There were also reports of odd collateral for loans. Baldwin II, king of
Jerusalem, under pecuniary pressure on one occasion, hypothecated his
beard. In the next century, another Baldwin, Emperor of Constantino-
ple, borrowed in Venice on the security of the Crown of Thorns; when he
defaulted, the collateral was redeemed by King Louis IX of France. In the
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fourteenth century, the 5% bonds of the Republic of Venice sold for a few
years over par, while in the same period Frederick the Fair of Austria was
borrowing at 80% interest. In the fifteenth century, Charles VIII of France
paid up to 100% interest in Italy for a war loan, while merchants in Italy
could borrow at 5 to 10%. In the seventeenth century, Holland refunded
her 8%4% state debt at 3%%, and Dutch merchants borrowed at rates as low
as 1%%, while at about the same time the Crown of Spain was paying 40%
interest for short-term loans.

These scraps and oddities were rarely part of the mainstream of inter-
est rate history with which this book is primarily concerned. They are cited
at the outset to limber up the imagination and widen the perspective.
They illustrate the great actual range of historical interest rates when all
countries, eras, and types of loans are considered, and the sharp contrasts
to be found from time to time or from place to place, and even at the same
time and place, between loans of one type and loans of other types.

Most of this history will be devoted to interest rates on standard, repet-
itive types of loans, usually on recognized good credits, reflecting as nearly
as possible the conventional types of interest rates in antiquity and the var-
ious prime market rates of interest in modern times. The going rates on
these standard types of loans, however, are supplemented in several chap-
ters by examples of eccentric, specialized, risk, or usurious rates. A history
of interest rates, even for twentieth-century America, would be incomplete
and misleading if it confined itself to money-market quotations.

THE PLAN OF THIS BOOK

Interest rates can be viewed as changing through many dimensions. The
principal dimensions are time, space, quality of the loan, and maturity of
the loan. Other distinguishing characteristics are marketability, size of loan,
redemption terms, legality, tax status, class of debtor, and class of creditor.
Rates on one specific type of loan at one place will change from day to day
or from year to year; this is the dimension of time. Or at any one time, the
rates on otherwise similar types of loans will change from city to city or
from country to country, the dimension of space. Again, at one specific
time and place, there usually is a great range of interest rates, according
to quality, maturity, size, marketability, and other surrounding circum-
stances. This history attempts to cover the range of all of these dimen-
sions, with the following limitations and degrees of emphasis:

Time. The dimension of time is covered from 3000 B.c. without any
limit except that enforced by the data that have become available. Since
there are more good interest-rate data for the nineteenth and twentieth
centuries than for all the rest of human history combined, this history
reports much more fully on these centuries than on earlier centuries.
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Place. 1Itis natural and fortunate that those nations that have been most
advanced for their times in the development of personal or commercial
credit have left us the fullest records of their interest rates. For ancient
and medieval times, therefore, this history has not had to formulate any
plan of geographic selectivity; it has attempted to be inclusive. The main-
stream of interest rate history as it has been reported to us followed a
course similar to that of Western political history, coming down from pre-
historic times through Mesopotamia, Greece, and Rome to Eastern Europe
in medieval times and to Europe and America in modern times. Only occa-
sional early rates are available from other areas. For modern times, some
degree of geographical selectivity has been necessary. By far the greatest
space has been allotted to interest rates in the principal commercial and
financial countries of the West. Nevertheless, for purposes of background
and comparison, some history of interest rates is included for many other
countries.

Quality. Some examples of rates of interest on loans entailing a wide
range of risk are included when they are available. Rates on high-grade
credits are rendered more understandable by such comparisons and also
are more easily identified. Nevertheless, this history is concerned chiefly
with the course of rates on loans considered high grade by contemporary
standards. Such a general and inclusive definition is essential because
only such a definition will hold good through the shifting standards of
many eras of history. In modern advanced countries, government loans
usually set a standard for high quality, followed by loans of the best corpo-
rations. In medieval and ancient times, there were no great corporations,
and government credit was usually inferior to the credit of propertied indi-
viduals. From period to period, therefore, the character of best credits
shifted and with it the type of loan that receives the most attention here.

Maturity. This history attempts to report the rates on loans of all matu-
rities, from very short-term personal or trade loans and government bills
to perpetual annuities with no maturity date at all. For modern times,
maturity is accurately defined, and no reporting problem arises except
for the ambiguities inherent in bond averages or optional redemption
features. Later chapters present tables showing gradual and unbroken
series of interest rates, from the shortest to the longest maturity.

The attempt to cover all maturities, however, succeeds only for a few
countries in this century because of lack of earlier data. For the earlier
centuries of modern times, the data will consist largely of rates on very
long-term bonds or mortgages and rates on many forms of very short-
term credit. Rates on medium-maturity loans will usually be lacking. Nev-
ertheless, the definition of maturity will usually be precise.

For the Middle Ages, we will often have to be satisfied with two broad
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maturity categories, “long” and “short,” because the bulk of the data is not
more precise. “Long-term” loans will include the perpetual debt of Italian
cities, the French rentes, the perpetual annuities issued by many European
towns, and other loans that were clearly intended to run for many years.
“Short-term” loans will include bills of exchange, bank deposits, pawn-
shop and other collateral loans, and the floating debt of princes. Much of
this short-term debt, in fact, probably ran for years, but the form of con-
tract was short term. There is uncertainty, however, as to the term of many
medieval credits; when there is doubt, they have been classified as short
term, but a description of the term is given to the reader whenever it has
come down to us.

For ancient times, distinctions between interest rates arising from matu-
rity are almost nonexistent. The legal limits of Babylonia and Rome applied
equally to long- and short-term loans. Historians report “normal” inter-
est rates on best credits, usually without mention of maturity. There is,
however, a great deal of evidence that most ancient loans were intended
to run only a few months or at most from one to three years. Rates were
usually quoted at so much a month. Even loans secured on real property
usually specified repayment in one year; occasionally a longer period was
specified, but there was no distinction of rate according to term. Long-term
capital projects were not generally financed on credit, and states rarely
borrowed. There were no large corporations. Some credits were in fact
outstanding for years, but this was apparently due to regular renewal or
to default. For these reasons, no attempt has been made to classify ancient
rates by term of maturity, although in all cases where it is available the
specific maturity has been given. Otherwise it is usually assumed they
were short-term loans.

Marketability. The rates of interest here reported are sometimes derived
from marketable securities, such as bonds, notes, and treasury bills, and
sometimes from nonmarketable loans, such as personal loans, bank loans,
mortgages, and deposits. Each type is classified separately. No bourse type
of market is reported for any form of credit instruments before medieval
times. It is probable that an active exchange of obligations did take place
in ancient Athens and Rome, but no quotations have come down to us.
The history of the modern money market began in twelfth-century Italy.

Rates. The rates quoted here for nonmarketable debt are the nominal
rates set forth in the loan contracts. For marketable debt, both nominal
rates (the interest expressed as a percentage of the nominal, face, or par
value of the loan) and market yields (the rate of return to the buyer at the
market price) are reported whenever they have come down to us. If both
are available, the market yield is always preferred as an indication of the
going rate of interest on loans of the particular sort described. In the



INTRODUCTION 9

absence of market prices, nominal rate alone is considered an adequate
indication of prevailing rates only if the securities were newly and suc-
cessfully sold at approximately face value. Nominal rates that do not
reflect voluntary contracts, such as the rates on forced loans and forced
conversions are so labeled and are not carried down to the summaries of
prevailing rates.

This history does not attempt to go more deeply into the many math-
ematical concepts of interest and yield than do its sources. Simple interest
at annual rates is the form that is attempted throughout, but it is not
always precisely achieved. Rates of discount, for example, are quoted
from time to time as interest rates, and these provide a higher simple
interest than the rate of discount. The sources do not always distinguish.
Where a discount is known as such, it is pointed out. Most ancient rates,
like modern small-loan rates, were quoted by the month, and these are
simply multiplied by twelve without compounding, and without allowing
for variations in the calendar, to give an annual rate.

Other attributes, such as size, redemption teatures, legality, and tax status,
are reported, when available, to the extent that they may affect the record
of the trend and level of interest rates.

CONTINUITY AND ACCURACY

The economist eager to discover or to support a theory of the causes or
effects of interest rates may object to the inclusion in one volume of such
unlike rates of interest as the legal interest limits of Babylon and Rome and
the modern treasury bill rates of New York and London. For purposes of
interest rate theory, the economist will rightly seek to compare only like
with like, and might ask that the data, both modern and ancient, be win-
nowed so that only those rates are presented for all ages that were charged
for loans of uniform quality, form, and maturity. No such comparable data
exist or could exist over the ages. This fact may explain why economists
have shied away from compiling universal histories of interest rates.

Valid interest-rate trends can at times be discerned over periods of as
much as several centuries where reasonable (but never perfect) compara-
bility has prevailed. We shall find comparable rates tending to decline in
many areas at specific periods of history and tending to increase at others.
Economic historians have called attention to these long-term trends in
interest rates and their findings are summarized here.

Great caution, however, should be used in comparing the modern
interest rates quoted here with their early ancestors, which are also
quoted here. The social and economic environments were very different.
Customs, taxes, currencies, and laws all differed. These changes might
seem to disqualify all comparisons over the centuries. And yet our present
money market did not spring fully grown from the brow of Senator
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Carter Glass, the legislative father of the Federal Reserve System. It grew
to its modern form over the centuries. Its birth is lost in antiquity.

Those who are reluctant to make any comparison at all of rates cen-
turies ago with rates today should, to be consistent, refuse to compare the
rates of 2005 with rates twenty or forty years earlier. The economic envi-
ronment surrounding the U.S. Treasury bill rate in 2005 was very differ-
ent from that surrounding the U.S. Treasury bill rate in 1945, and this
again was very different from that of the 1960’s. Basic changes have taken
place in a few years’ time in the structure of the money market that sets
the interest rate. In some respects, there was more difference between
1945 and 2005 in the environment influencing New York interest rates
than there was between London in 1755 and New York in 1945. We should
not refuse to compare effects because causes have changed.

There is more continuity over the centuries in interest rates than
there is in most prices. This is because the interest rate is a ratio of like to
like. Like rates produce the same mathematical result in any era, in any
currency, and at any given price structure. Compound interest at x% net
will double principal in exactly the same number of years today as in the
days of Socrates, and the net purchasing power of x% interest will be
increased or reduced by changes in the value of money or burden of taxes
in the same proportion. Because it is such a mathematical ratio, the rate
of interest is one of our closest statistical links with our economic past.
This book will therefore provide a comparison of rates of interest over the
ages in spite of the very unlike credit forms and economic environments.
It will, however, summarize the changes in credit forms and in economic
environment.

It is not the purpose of this book to analyze the causes of interest-rate
levels and trends. There is a vast literature on this subject but little area of
agreement. Some interest-rate theories will be mentioned, but none will
be sponsored. Patterns of change coinciding with external political or eco-
nomic events, such as wars and inflations, will be noted, and from these
the reader is free to infer cause and effect. It is not the purpose of this his-
tory, however, to support or enforce such inferences.

For ancient and medieval times, this book is as inclusive as the scanty
data permit. No one who has not diligently sought out ancient and
medieval interest rates can appreciate how scarce they are. Contempo-
raries did not proclaim and rarely recorded the rates of interest they
charged. Often interest was illegal or considered sinful, and at other times
legal limits encouraged secrecy. In the literature of ancient and medieval
economic history, few actual interest rates are mentioned. Most historians
ignore the subject or treat it in very general terms.

Furthermore, economic historians inevitably differ on the reliability
of the sources. Old data are constantly being amended or refuted by new.
There is a splendid opportunity for more original research on ancient,
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medieval, and even modern interest rates. The authors hope this history
will encourage such research. No doubt the scarcity of reliable data is a
reason why historians have not compiled universal histories of interest
rates. Nevertheless, it should be useful to proceed now by collating and
reviewing the material that is available to us even though some of it will
be changed. There is no doubt that the record here presented can, and
will, be improved by further research.

The earlier rates quoted are almost all derived from books on history
or economics, and the modern rates are mostly derived from official
sources. Original sources—loan contracts, surviving securities, and the
like—usually have not been reexamined. Thus, the economic historian
will not find new material in this book. He or she will find familiar mate-
rial summarized and reorganized to isolate the history of just one type of
variable—the rate of interest on loans.

POLITICAL AND ECONOMIC BACKGROUND

Most of the chapters in this history are introduced by subsections that
summarize the political and economic events and financial customs at the
time and place for which the interest rates are quoted. It is hoped thereby
to place the rates and the credit forms to which they were attached in con-
text and to make them understandable.

Much of the ancient and medieval background material is controver-
sial. While financial and economic history is constantly being debated,
revised, and improved by modern historians, the authors have nowhere
attempted to burden the reader with these controversies or to improve
upon the texts that provide the background. The reader should be
warned, however, that little is certain about early interest rates or early
financial usages.

Great gaps will be evident in the background history, as in the history
of interest rates themselves. Why are several centuries of Hellenistic Greece
described in one paragraph, whereas several pages are devoted to one
earlier century of Athenian supremacy? The answer is twofold: First, devel-
opmental periods require and deserve detailed description, whereas ensu-
ing periods are likely to be repetitious. Second, the sources themselves
apportion far more space to periods of financial development than they
do to subsequent, longer periods of repetitious activity. Nevertheless,
there are many periods that seem to deserve fuller treatment than this
history has been able to provide. The gaps, such as the later Greek, the
later Roman, the Byzantine, and the early Dutch periods will some day be
filled in.

The authors’ choice of background material is not intended to
espouse any one of the many theories that undertake to explain interest-
rate trends. However, they have not avoided the selection of background
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facts that might seem to support one or another of these theories. Major
wars, price-level trends and currency conditions, for example, are men-
tioned because they are often considered relevant. The coincidence of
events is occasionally pointed out.

PREPARATION OF THIS BOOK

“Our earth is degenerate in these latter days; bribery and corruption are
common; children no longer obey their parents; every man wants to write a
book, and the end of the world is evidently approaching.”—From an ancient
Assyrian tablet.

This book was originally written because the late Sidney Homer’s
long search for a history of interest rates was unsuccessful. It seemed
incredible to him that comprehensive histories of this universal and basic
economic and commercial price did not exist.

Sidney Homer’s search for a history of modern interest rates arose
from the practical requirements of business in Wall Street. This was, and
still is, vitally concerned day by day with prevailing rates of interest on
many sorts of obligations and their fluctuations. Present rates and trends
become more comprehensible when compared with past rates and past
trends. All markets have historical characteristics that deserve study even
though the findings of an individual scholar may eventually be modified.

In the 1930’s, when Mr. Homer started this collection of interest rates,
short-term American market rates of interest were well reported. But many
bond-yield averages were faulty: They combined too wide a variety of qual-
ities and terms. Therefore, he began original research on the history of
American bond yields. Subsequently, the science of averaging improved,
and several excellent new yield averages became available. The old aver-
ages, however, were still widely used and served to distort the history of
the markets. Even today, the task of correctly picturing levels and trends
of past and present American bond yields is far from completed.

Also evident was the fact that American interest rates did not move in
isolation from interest rates in the rest of the world in spite of the break-
down in the international gold standard. In the 1930’s, while gold was
pouring into the United States and apparently depressing our interest
rates to low levels, interest rates were also declining in most of those coun-
tries that were being drained of their gold reserves. The great money
market of London deserved attention. A glance revealed a rich history of
a market not too different in structure from our own that antedated ours
by at least a hundred years. Therefore, working always backward, Mr.
Homer carried this collection of rates of interest across the Atlantic and
moved it back to 1752, the date when British consols were floated.



INTRODUCTION 13

All this was carried out while Mr. Homer was seeking without success
some inclusive record of the history of all sorts of interest rates and bond
yields. Without such a record, he had to gather material laboriously from
an enormous variety of sources. From time to time, some serious gaps
were filled in by excellent studies published by the National Bureau of
Economic Research and other persons and organizations, but all were
limited in scope. After twenty years of collecting and analyzing the data
and seeking in vain for an organized study of interest rates, the idea pre-
sented itself to Mr. Homer of collating all the interest-rate data collected
for business purposes into some sort of publication that might be useful
to others.

How far back should the study be carried? What came before the Lon-
don market of 1752? What about the history of the famous French rentes?
What of the possibility that the English money market was itself merely a
copy of earlier continental markets? What was “Dutch finance”? Were
there useful precedents to be found by looking far back into antiquity?

Business considerations continued to motivate Mr. Homer’s search.
At some point, however, he admitted that purely historical curiosity was
added. Few business or professional persons have no curiosity about the
history of their calling. Doctors defer to Hippocrates and lawyers quote
Demosthenes. Why should not those who finance their communities’
economic life be as fully aware as history permits of the antiquity of their
economic function?

For these reasons, this history has evolved over the years from very
practical beginnings. The first edition traced the history of interest rates
from 1960 back to antiquity. The second edition carried the story forward
to 1975, a period that saw interest rates in leading financial centers
advance to what were then record highs. After that edition appeared,
interest rates and market yields continued their rise to dramatic new highs
in 1981 and 1982. These new record highs made the previous highs of the
1970’s appear moderate indeed. As the 1990’s began, rates and yields
were much lower than they had been a decade earlier. In that context they
appeared moderate. The student of interest rate history could note, how-
ever, that the “moderate” rates of 1990 were about the same as the then-
record rates of 1974, shortly before the second edition of this history went
to press. The 1990’s and early 2000’s brought further reductions in rates,
down to levels last seen in the 1940’s, before the first edition appeared.
Perhaps a future edition will record that interest rates reached the lowest
levels at any time during the life of this book, or even the lowest ever
recorded. Or perhaps not. Whatever the future may bring, the reader will
discover, as the authors did, an exciting drama unfolding in the rises and
falls of interest rates throughout recorded history.
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Ancient Times







PREHISTORIC AND PRIMITIVE
CREDIT AND INTEREST

n historical times credit preceded the coining of money by over two

thousand years. Coinage is dated from the first millennium B.c., but

old Sumerian documents, circa 3000 B.C., reveal a systematic use of
credit based on loans of grain by volume and loans of metal by weight.
Often these loans carried interest.

In prehistoric times, even before the development of common mea-
sures of value or of mediums of exchange, credit probably existed. There
are many ethnological instances of credit in kind in communities where
no trace of any medium of exchange or even standard of value can be dis-
covered. Credit existed from the very earliest phases of economic activity,
even before the evolution of barter proper. (1)

When we consider credit in its broadest meaning we can infer some-
thing of its earliest forms. Primitive credit need only have consisted of a
loan of seed to a son or brother or neighbor until harvest time or a loan
of an animal or of a tool or of food. Such transfers are called gifts if no
repayment is expected, loans if repayment is expected, and loans at inter-
est if the repayment of a certain amount more than was loaned is expected.
These transactions in kind required no money, no exchange, and no
barter.

Today a transfer without immediate quid pro quo is usually classified
in one of three ways: a gift, a loan, or a theft. Those of us who remember
our dormitory years know that the distinction between gift, loan, and
theft is not always clear. The conventional euphemism is “loan,” and it is
understood that the aggrieved party, whose necktie is missing, may recip-
rocate at a convenient opportunity by “borrowing” something belonging
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to his roommate. Thus loans occur even when not formally negotiated;
credit can exist without being clearly defined.

This ambiguity is not new. Thefts, of course, were common in primi-
tive times as they are now. However, before the evolution of governments,
the logical response to a theft was a countertheft; a cattle raid for a cattle
raid. “Gifts” between chieftains were at times the principal form of peace-
able international trade; gifts from one chieftain were expected to be met
with a return of gifts, preferably of greater value, from the other. If time
elapsed, this could be called credit.

Loans without interest undoubtedly were always common as they are
today: friendly or charitable or interested help to a relative or neighbor.
They may take the form of the loan of a lawn mower or a cup of sugar or a
large or small sum of money or the use of an empty residence. We are here
concerned with loans at interest and with the amount of interest expected.
The earliest historical records show that interest was already a usual and
accepted concomitant of credit. What can we say about its origin?

The loan of a tool to a neighbor suggests no payment of interest, even
today: merely the return of the tool in equivalent condition, and the
implied privilege of borrowing one of his when needed. Nor does the
loan of food or shelter to needy friends or relatives suggest repayment
with interest. In fact, such loans are customarily gifts with sometimes a
vague hint of reciprocity. But other sorts of loans exist and existed at very
early times, which do suggest repayment with interest: loans of seeds and
of animals. These were loans for productive purposes. The seeds yielded
an increase. At harvest time the seeds could conveniently be returned
with interest. Some part or all of the animal’s progeny could be returned
with the animal. We shall never know but we can surmise that the concept
of interest in its modern sense arose from just such productive loans.

By earliest historical times productive loans of this sort, repayable in
kind with an agreed rate of interest, had become common. Also common
was the friendly charitable loan of nonproductive goods without interest.
A confusion of these two types of credit, leading to nonproductive loans
at interest, is also evident at an early date. Such loans were subject to ame-
lioration and regulation in the earliest legal codes as they are in our mod-
ern legal codes.

Another early distinction that has endured was that between the loan
of an identifiable object, say an animal, a tool, or a farm, which must itself
be returned, and the loan of a commodity (seed, money, or food), which
need not itself be returned but must be returned in kind; the original no
longer existed or was indistinguishable from its like. The type of loan
repayable in kind required standards of quality and measurement.
Indeed such loans could have led to the development of primitive mea-
surements and monetary standards. The use of grain as a medium of
exchange was common in the ancient Orient, and it was so used until
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recent historical times. A later and sophisticated development was the
establishment of a common denominator for all repayments; namely,
money. Loans of grain or land or animals or money itself could all be
repaid in money with or without interest.

Loans of land or loans secured by land are forms of credit which were
developed before historical times. Here the source of interest is obvious—
the first fruits. Those were payable first, no doubt, in kind and much later
in money. The repayment of principal could be in a different form than
the payment of interest. The land itself could be returned—a hardship to
most farmers of all ages; or principal could be amortized out of the fruits;
or, in fact, the principal might never be returnable but might remain the
basis of a perpetual annual payment.

This is by no means a complete catalogue of the forms of primitive
credit. Among others should be mentioned loans to provide ransom, to
finance marriages (bride money, dowry), to finance the shipment of
goods, to finance religious donations, and to finance wars. There are
fundamental differences that distinguish four types of credit, which per-
sist throughout this history: (a) long-term productive loans, (b) short-term
working capital loans, (c) nonproductive consumption loans, and (d) loans
to governments.

As early as the Paleolithic Age, probably before 10,000 B.c., a primi-
tive exchange of goods had begun between European and Asiatic tribes
which involved amber, shell jewelry, flint, and other commodities suitable
for exchange. (2) In a wide area from the Red Sea to Switzerland, Paleo-
lithic shell hoards of sufficient uniformity to suggest their use as a form of
money have come down to us. This hypothesis is reinforced by the mod-
ern use of just such shells as money by certain South Sea tribes. It is very
doubtful, however, that these exchanges and this shell money formed a
suitable basis for credit. At the beginning, loans were more likely to have
been within tribes or families and in kind.

It was only later, after 8000 B.C., during the Mesolithic Age, and espe-
cially after 5000 B.c., during the Neolithic Age (the dates, of course, are
conjectural and differ widely for different locations), that capital and
credit became important and provided a main impetus toward human
progress. Paleolithic man went out to find his food. Neolithic man pro-
duced his own food through agriculture and animal culture. His capital
took the form of seeds, improved tools, and especially herds of animals.
Capital accumulation led to a great increase in population and the open-
ing up of vast new areas in Asia and Europe. Such capital permitted the
further accumulation of possessions, the support of chieftains, and the
building of cities.

Cattle breeding has supplied us with many financial terms used in
later money economies. For example, there is our own word capital and
our term pecuniary, from pecus, meaning a “flock” in Latin. Sumerians used
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the word mas for calves and for interest. The Egyptian term ms, meaning
interest, is derived from the verb msj, which means “to give birth.” Early
Greeks, in fact, valued their precious metals in terms of cattle. In the
Odyssey one of the suitors promised to bring Ulysses a contribution “of
bronze and gold to the value of twenty oxen.”

Cattle probably comprised the first true productive assets or capital of
tribes or individuals. Ownership of cattle determined the social position
of individuals and families and still does in parts of Africa and, indeed, in
parts of the United States. Surplus labor could be stored and retained in
the form of cattle. Furthermore, servants and slaves could be profitably
employed to speed the accumulation.

As cattle and grain became available and in demand in quantities
above consumption requirements, they provided a form of primitive
money; that is to say, they became commodities of sufficient value and
uniformity that they could conveniently be used as a standard medium of
exchange for other commodities. They could also be loaned out at inter-
est. In addition, they provided a standard of valuation.

As early as 5000 B.C. in the Middle East, dates, olives, figs, nuts, or seeds
of grain were probably lent to serfs, poor farmers, or dependents, and an
increased portion of the harvest was expected to be returned in kind. (3)
We shall find later abundant evidence of this type of transaction surviving
in modern primitive tribes. Animal money could be, and was, loaned out
and provided its own increment. Foods and animals were the most impor-
tant forms of money used by the original Sumerian, Indo-Germanic, and
Semito-Hamitic peoples and were so used in Egypt, Mesopotamia, Amer-
ica, India, and China before town civilizations developed. (4)

With the development of town culture in the ancient Orient, credit
became very important. Mining had developed, and now inanimate
objects, especially metals, such as gold, silver, lead, bronze, and copper,
were loaned out at interest. This is as much as to say that they were
treated as though they were living organisms with the means of repro-
duction. (5) Before coined money, metals were exchanged by weight.
Capital thus became a powerful economic force. Loan transactions in
metals are recorded in numerous early Sumerian and some Egyptian
texts. Early Hindu law provided for the right to negotiate such loans.

Coined money is sometimes considered to have originated as pieces
of metal stamped by the state as a guaranty of weight or fineness. Alter-
natively it may have originated as religious tokens. It probably first
appeared very late, perhaps in the seventh century B.C. in Asia Minor. But
uncoined metal was used for money for thousands of years before that
time. Such pieces of metal have been excavated in Troy, Asia Minor,
Minoan and Mycenean settlements, Babylonia, Assyria, Syria, Egypt, and
Iran. We shall see in the next chapter how at the start of recorded history
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this uncoined metal money was adapted to trade and banking operations
of a remarkably sophisticated nature.

Along with the early development of money and credit there also
grew up abuses and prejudices. Some have continued to this day. Most of
the earliest legal codes sought to prevent the abuse of credit or to prohibit
the use of it. The Israelites did not permit lending at interest. As late as
450 B.C. the Iranians considered that the taking of interest on a loan dis-
honored a man. (6) Ancient Indian literature reviled usurers and set
interest maxima. Nevertheless, loans based on real estate or pawns are
mentioned in the Bible, the Zend Avesta, and the Veda. The Babylonians
and Romans permitted credit but limited the rate of interest. The Greeks
encouraged credit without limit as to rate of interest but forbade personal
bondage for debt.

In attempting to judge rates of interest on loans in prehistoric times,
we must be content with indirect evidence. Earliest historic rates were
reported in the range of 20-50% per annum for loans of grain and metal.
The necessity of setting legal maxima and the elaborate machinery of
enforcement suggest that higher rates than these would otherwise often
have been charged. We can guess that loan sharks existed then as now,
willing to accommodate a friend in need at rates 10 or 20 times the legal
limit. We can also guess that lower rates were common for credit transac-
tions between solvent capitalists. Beyond such inferences and conjectures
we have guidance only from the customs of modern primitive tribes.
These rates, while highly suggestive and perhaps acceptable as a rough
measure of the natural terms of similar transactions, are presented sepa-
rately here lest they be mistaken for true ancient history.

A study of primitive money (7) catalogues some 173 objects and mate-
rials which in ancient and modern times have had monetary attributes in
one or more places and at one or more times. Those most frequently
mentioned include beads, cattle, cloth, copper, gold, grain, iron, rice, salt,
shells, silver, skins, slaves, and tobacco. It has been suggested that cur-
rencies in some areas became standardized because of the difficulty that
debtors often met in making exact repayments in kind. Law or custom
eventually provided an alternative means of debt repayment in some
commonly acceptable commodity of value. This “legal tender” then
became even more valuable. Be that as it may, the ethnological records
reveal abundant instances of loans, repayments, and interest in primitive
economies using uncoined money. A few may be cited:

1. In backward parts of India, grain in modern times has been an
important medium of exchange and a standard for deferred payments.
Sowing seed and food were borrowed for repayment at the next harvest.
The usual repayment was double the quantity borrowed. This in modern
banking terms would be interest of 100% X 12/x per annum if x equals the
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number of months until harvest time. Since interest charged for rupee
loans in the same backward districts was reported as 24-36% per annum,
the grain rate seems high. However, it is necessary to allow for the fact
that grain was no doubt cheaper at harvest time than at seed time, and
also that many borrowers of seed were not eligible for rupee loans. In rice
districts of India, paddy seed loans were reported at 60% interest (term
unstated). Among the Naga tribes cows and buffaloes have been loaned
out; after one year the amount repayable was double, which equals 100%.
(8) Loans of coin among the Naga brought less interest; for these 50% was
quoted.

2. In Indo-China, in the early twentieth century loans were granted in
rice at an interest rate of 50% repayable at the end of the next season. (9)

3. In the Philippines in this century credit among the remote Ifugao
tribes took the form of loans in kind on which interest was regularly
exacted. Rice loaned at any time had to be doubly repaid at the next har-
vest; this equals 100% x 12/x. The loan of a pig required the return of two
pigs of the same size. Loans of legal metallic money also commanded a
100% rate of return and compounding was rapid. A man who borrowed
3 pesos to meet a funeral expense owed 24 pesos three years later. The
Ifugaos even had a form of discount called “patang,” in terms of which
interest on the loan of an animal was paid in advance. (10)

4. On the Banks Islands in the Southwest Pacific a very highly devel-
oped credit and currency system in terms of strings of shells was closely
connected with a system of men’s clubs or secret societies. This was more
ceremonial than economic. Admission to the clubs cost a large quantity of
shell money, and promotion in rank cost even more. Shell money was lit-
tle needed and little used for everyday life, but a poor man required
shells to make a start in life by joining a society. The standard rate of
interest for borrowing shells was 100% for any period. If a man had insuf-
ficient shells to join a society, he could loan what he had to others and in
time the interest would provide him with his initiation fee. The unusual
feature of this system was that a man was entitled to impose a loan on an
unwilling borrower who had to repay with interest under threat of severe
penalties. Nor is this the only case we find of coerced debtors. The situa-
tion was not unlike the gift economies of Homeric and medieval times,
when a gift had to be requited by a larger gift. Kings gave abundantly to
other kings and to their own nobles, but such gifts were often costly to the
recipients. Even today social customs at times have encouraged retribu-
tive giving: for example, at Christmas time, birthdays, and weddings. The
giver sometimes may contemplate a return with an agio. (11)

5. On Vancouver Island, in Canada, not long ago, blankets had taken
the place of furs and wampum as the monetary unit of the Kwakiutl.
These cheap white blankets, then valued at about 50 cents, formed the
medium of exchange and valuation and were above all the standard of
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deferred payments. An elaborate credit system was developed which was
also more ceremonial than economic. Five blankets borrowed for six
months became seven; for a year they became ten. In modern banking
terminology these returns equate to annual interest rates of 80% for a six-
month loan and 100% for a one-year loan. A young man got his start in
life by borrowing blankets to be repaid double in a year, and then he dis-
tributed them to his relatives as forced loans repayable within a few
months at 300%. (12) This system of forced loans, called “potlatch” (gifts
with a string attached), became so widespread that it had to be prohibited
by the Canadian government. Wealthy Indians vied with each other to
see who could give away the most blankets, all with the understanding
that even more would be given back—usually double. This became a
reductio ad absurdum of the old gift custom more generally described as
“Indian giving.” (13)

6. In Namaland, in Southwest Africa, cattle and beads were the orig-
inal currencies. Debts were incurred in cattle (no rates quoted), and the
difficulty of repayment often led to cattle raids into neighboring states.
(14) In the Belgian Congo, brass rods were used extensively as a standard
of deferred payment. Credit was frequently granted by native traders, and
tribal law gave creditors extensive power to collect. In the French Sudan
cattle were used until recently as currency for large transactions. Cattle
loans were granted free of interest, but if a cow which was lent had a calf,
the calf and the cow was claimed by the creditor. (15) Similarly, in Uganda
and French Equatorial Africa cattle and sheep were the bases of credit. In
the former the creditor expected every third new birth as interest.

7. In Northern Siberia, at least until recently, domesticated reindeer
served as money. Loans were granted in reindeer. Among the Kirghiz of
Siberia, horses and sheep served as money and were loaned out. The usual
interest for such loans was 100%. (16)

These scraps of primitive interest rates are in fact all a part of modern
history, not of ancient history or of the prehistory of credit. Inferences
from them should be made with caution. They do, however, serve to illus-
trate the actual operation of primitive credit in kind and in very general
terms show the type and magnitude of return the creditor often expected.
In most cases per annum rates were not conventional and our translation
into modern credit terms is forced. The term was the natural term of the
transaction: from seed time to harvest, for example. But since such a seed
loan can often be made only once a year, it might have been a matter of
indifference to both debtor and creditor whether the term was six months
or twelve months.

The earliest historical customs relating to credit and interest, which
will now be examined, should not be considered the direct successors of
the primitive customs and rates which have just been cited. Most, and
probably all, civilizations that were able to record their own histories were
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already highly advanced, complex, and mature when their recorded his-
tory began. Long ages of development must have intervened between the
first primitive cattle economies and the first historical societies of
Mesopotamia, Egypt, Greece, and Rome. In fact, some of the characteris-
tics and customs of the cattle economies of modern times were never
known by the prehistoric ancestors of these peoples. Productive loans in
kind, however, were certainly a survival. We shall now find history begin-
ning with an elaborate effort to regulate the complex relationship between
debtor and creditor.



2

MESOPOTAMIA: SUMER,
BABYLONIA, AND ASSYRIA

BACKGROUND

This historical era may be divided into four parts: (a) the earliest recorded
Sumerian history, circa 3000 B.C., down to the first Babylonian dynasty,
circa 1900 B.C.;* (b) the Babylonian Empire, 1900 B.C., down to the period
of Assyrian domination, 732 B.C.; (c) the period of Assyrian domination of
Babylonia, 732-625 B.C.; and (d) the Neo-Babylonian Empire, 625-539 B.C.
Thereafter followed Persian rule, 539-333 B.C., and later the Hellenistic
period.

In ancient Sumer in earliest times barley was the medium of exchange
for most transactions. In this rich agricultural region grain continued
throughout these centuries to be a standard of payment and repayment.
(17) However, even before 3000 B.C., ingots of copper and silver were also
exchanged. There were two standards of value: grain and silver. Silver
was used mainly in the town economies that developed in Mesopotamia,
while grain was used in the country. Their relative values varied and this
led to frequent state intervention to provide rules for exchange and repay-
ment. There was no coined money until the first millennium B.C.; pay-
ments in metal were by weight.

Many documents dealing with property and credit have come down
to us from the Sumerian period. There was no sharp break with the past
at the beginning of the Babylonian Empire. Many of the financial customs
of the early Sumerians were codified and perpetuated in the Babylonian
Code of Hammurabi (circa 1800 B.C.).

*Most of the dates in this era are highly controversial.

25
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In Sumer, property in land was vested in individuals and in social
groups, such as temples. (18) Transfers and loans were carefully recorded
in legal documents which were witnessed before officials and deposited in
temples. This practice was already far ahead of the primitive customs of
modern tribes. Deeds of sale of land have been discovered which date
from before 2800 B.c. The law then restricted the sale of private property
in favor of the family; in principle real property could only be alienated
from the family by debt. Uncultivated land was at the disposal of the first
occupant; he, however, had to clear it, irrigate it, and farm it.

The Code of Hammurabi regulated the terms of ownership of land,
the employment of agricultural labor, civil obligations, land rental, credit,
and much besides. Creditors must wait until after the harvest before
pressing a farmer for repayment. Crop failure caused by storm or drought
served to cancel interest due on a land loan for that year. Land could not
only be hypothecated at interest, but could also be leased, usually for
three years. Rent was payable sometimes in produce and sometimes in
metallic money.

Town houses as well as farms might be hypothecated. Owing to the
scarcity of wood, doors were rare and were not considered part of a house
but a separate commodity separately salable and sometimes separately
salable and sometimes rately hypothecated for loans. The Code even
fixed the fees of the architect and made him responsible for replacing bad
construction and liable even to pay with his life if the owner were crushed
in the ruins. Sometimes the holder of a loan on a house came to live in the
house in lieu of interest.

From early times trade played an important part in Mesopotamian
life. This was partly due to the strategic location of the country on navi-
gable rivers midway between east and west; it was also due to the neces-
sity of importing a great number of primary materials, such as wood. (19)
When a merchant traded with distant countries, he formed a sort of
share-partnership with a commercial traveler.

Commercial transactions were carefully regulated by the Code. Exact
accounts had to be kept; negligence was penalized; the division of profits
and provision of capital had to be spelled out in writing in advance. Part-
ners did not necessarily contribute capital; they might contribute only
their credit and jointly borrow the whole sum needed. Partnerships were
known in ancient Sumer long before the Code.

From early times down to the time of the Persian Empire, a span of
thousands of years, this legislation on credit was remarkably stable. (20)
Loans without interest of consumable commodities were recognized and
they could, but need not, provide a penalty for nonpayment. Such penalty
rates are common throughout history and must be sharply distinguished
from contract rates of interest. The Code also recognized loans at interest,
both loans of silver and loans of grain, secured and unsecured. A maximum
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interest rate was fixed on all loans. These maxima were altered only once
in two thousand years.

Like early Sumerian custom, the Code set a higher maximum inter-
est rate on loans of grain than on loans of silver. Twelve hundred years
later, circa 600 B.C., the interest rate maximum on grain loans was reduced
to equal the rate on silver loans. Higher than maximum rates were occa-
sionally permitted. Very often, however, loans were negotiated below the
maximum rates of interest.

To prevent violations, the Code required that all loan contracts be
drawn up in the presence of an official and witnessed. Otherwise the lender
would lose all rights to repayment. A higher than legal rate collected by
subterfuge also canceled the debt. Provision was made for compromise
settlements when the debtor could not pay in full.

To protect the creditor, pledges and sureties were permitted. Pledg-
ing of farmland was regulated in detail; the creditor could not take more
at harvest time than the principal, if due, plus legal interest. Any prop-
erty, real or personal, could be pledged—wife, concubine, children, slaves,
land, houses, utensils, credits, the door. But servitude for debt could not
last more than three years. Later this time limit was extended. Many con-
tracts show that interest (and sometimes principal) on a debt was earned
by the labor of a pledged slave or child. The debtor, unable to pay, might
himself be reduced to slavery for three years. More often an indemnity
was provided. Provision was made for court settlement if there were sev-
eral unsatisfied creditors. The wife’s signature was often required in a
loan contract. Women’s property rights were protected by the Code; the
husband alone could not pledge or dispose of joint property.

The temples not only owned great wealth but were active in finance.
They granted loans of silver and loans of grain. Sometimes they made
loans to the poor without interest (21) and at other times they made loans
at interest. Often they charged rates below the legal maximum; some-
times one half or one third of this maximum. The Temple of Marduk at
Babylon would lend money to slaves to enable them to purchase freedom.
At Sippon, the Sun God, acting through priests and priestesses, was the
chief banker. The temples were also seats of justice and depositories of
documents and valuables.

Such banking operations, including deposits, transfers, and loans,
date back to the third millennium B.c., but did not lead to the creation of
specialized professional banking firms until the Assyrian and Neo-
Babylonian period. (22) Early royal and temple households and private
individuals conducted banking business as part of their other economic
activities and generally in small volume.

From the time of Hammurabi, and probably earlier, loans in the form
of exchange bills were known and were negotiable. Some bills were payable
to the original creditor, others to any bearer; some on demand, some at a
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fixed date. Remittances were made by a documentary order on a debtor.
Deposits were common: valuables were placed with another for his admin-
istration subject to withdrawal at a given time or on demand. The busi-
ness of changing money for a profit was combined with transferring sums
from one account to another without the use of cash. Also there was pay-
ment and receipt on behalf of another without a previous money deposit.
Money was loaned on pawns, credit instruments, real estate, or on gen-
eral credit without security.

Some of these financial transactions were international as well as
local. There are clear records in cuneiform of such transactions between
Babylonians and Assyrians, Syrians, Hittites, and Elamites, but not with
Egyptians. The highly authoritarian economy of ancient Egypt, which
largely dispensed with the domestic use of money, left few records of
credit and interest.

The stability of credit customs in Mesopotamia over thousands of
years has been mentioned. Evolution, development, and great change
there must have been, especially considering the long history of wars,
destruction, invasion, and conquest. And yet in broad outline the finan-
cial usages of the year 1800 B.C. and earlier still seemed to be current in
the sixth century B.C.

After 600 B.C. there grew up a more advanced form of banking prac-
tice in private hands. For example, the Egibi Sons and the Murassu,
merchant bankers of Babylon, carried on large and complicated busi-
nesses, lending large sums to governments and to individuals, transfer-
ring deposits on order from one merchant to another, paying interest on
deposits, buying loans on land, and entering business ventures as part-
ners. The use of modern terminology, however, must not suggest a pic-
ture of modern finance in Babylonia. An absolute Oriental monarch
ruled as a god. It is sufficient to note that by 600 B.c. Neo-Babylonian
finance was at least as far ahead of the primitive as twentieth-century
finance is ahead of the Neo-Babylonian.

The history of Assyria long antedates the period when Assyria ruled
over Babylonia. Assyrian dynasties are known as early as 2000 B.c., but
the nation’s rise to empire came much later. Financial usage in Assyria did
not differ greatly from financial usage in Babylonia. However, credit
transactions appeared less frequently and were more primitive. Assyrian
loans were scarcely ever granted without real security in the form of a
substantial pawn. Collateral changed hands at the granting of a loan
rather than at default, as in Babylonia. Loans free of interest for a short
term were frequent in Assyria, but with heavy penalties for default. Inter-
est rates were probably higher in Assyria than in Babylonia.

We do not know of formal legal limits for interest in Assyria, but cus-
tomary rates were recognized. There, too, the temples loaned money. As
in Babylonia, wives, slaves, and children could be given as pledge for a
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loan. The law protected such human pledges from mistreatment and
they could not be sold. By the first millennium B.C., at least, banking
operations similar to those of Babylonia were widespread in Assyria. We
begin to hear of specialized banking firms. By law anyone starting a legal
action arising from a business contract was required to deposit a large
sum of money for the duration of the action.

The following are translations (sometimes abbreviated) of a few busi-
ness documents of Babylonia and Assyria which may serve to illustrate
specific types of transactions:

1. Circa 2040 B.c.: “The house property, next the house of X. . . . one
end abutting on the street, . . . from the hands of I., son of S., X., son of
K. has bought. The full price, two thirds mina and nine shekels of silver
has he paid. The transaction is completed; his heart is satisfied. Never
shall the one make any claim against the other. In the names of [gods] and
King Samsu-Iluna have they sworn ... [Names of twelve witnesses and
the date].” (23)

2. Circa 2000 B.C.: “Two shekels of silver have been borrowed by
Mas-Schamach, the son of A., from the sun-priestess Amat-Schamach,
daughter of W. He will pay the Sun-God’s interest. At the time of the har-
vest he will pay back the sum and the interest upon it.”

3. Circa 1800 B.c.: “Ka-enlilla, the son of N., borrowed one mina of sil-
ver from Bur-Sin on the interest of the temple of Shamash. He will repay
the capital and its interest in [the month of] Napri. [Names of 5 witnesses]”

4. Assyria, probably 1000-700 B.c.: “Five imer of barley belonging to
the heir apparent, in the hand of Taquni II, placed at the disposal of
Hamathutha of. . . . The barley increases by 50 qua the imer.” (24)

5. Babylon 595 B.C.: “One-half mina of silver, the possession of Nabu-
Usabsi, the son of N., the son of N., is owed by Nabu-sar-ahesu, the son
of. . .. Yearly upon one mina, ten shekels of silver shall accumulate (16%%).
All his property . . ., all that there is, shall be a pledge. . . . Another cred-
itor has no right of disposal over it until Nabu-Usabsi gets his money, full
repaid. The men he caused to appear [4 witnesses, the priest] City of
Uruk, month of Ululu, 11th day of the 9th year of Nebuchadnessar, King
of Babylon.” (25)

MESOPOTAMIAN INTEREST RATES, 3000-400 B.C.

In the Sumerian period, 3000-1900 B.cC., the customary rate of interest
for a loan of barley was 33'%% per annum and for a loan of silver was 20%
per annum. (26) There are examples, however, of silver loans at 25% and
a likelihood of rates below these customary rates, including interest-free
loans. (In the twenty-fourth century B.C., the Laws of Manu in India set
24% as an established rate of interest.) (27)

In the Babylonian period, 1900-732 B.cC., the Code of Hammurabi
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recognized the old customary interest rates and established them as legal
maxima which lasted more than 1200 years: 33%% per annum for loans
of grain and 20% per annum for loans of silver. (26) Again there are
examples of silver loans as high as 25%, but much more often capitalists
accepted a smaller return. The state sometimes granted loans of silver at
12%, and the temple administrators sometimes demanded even less. The
God Shamash, of Sippar, used to lend barley at 20% and silver at 6%%.
The normal rate on silver loans seems to have ranged between 10% and
25% in Babylonia and on grain loans between 20% and 33%%. (22) In
neighboring countries rates were often higher.

During the period of Assyrian domination, 732-625 B.C., the legal
interest maximum in Babylonia was still 33%% on grain and 20% on sil-
ver; no change in the range of normal rates is reported. In Assyria, how-
ever, interest-free loans with penalties were more common; penalty rates
were often high: 40%, 100%, 141%. Examples of silver loans at interest in
Assyria at this time are:

The Temple of Arbela charged ... 25%
Unstated creditor charged ... 30%
In 667 B.C. Nergal-shar-utsin lent 5 shekels of silver at .............. 20%
In 608 B.C. Suka borrowed 3 mina of silver at ............ccccceeeeennnn. 40%(28)

There must have been a customary rate of interest in Assyria, but
since documents rarely mention the interest rate, it has not been deter-
mined. For advances in grain the interest was often 50%; in one docu-
ment, it was as low as 30%. The evidence suggests that interest rates were
higher in Assyria than in Babylonia.

In the Neo-Babylonian Empire, 625-539 B.C., the legal maximum on
silver loans remained at 20%, but the maximum on barley loans was
reduced to 20%. (29) Specific examples of actual loan transactions are:

618-581 B.Cc. Professional moneylenders lend at 11%%. (27)

595 B.C. One-half mina of silver borrowed by N-S from N-U on
security of all his possessions, on which interest of 16%%
shall accrue each year. (25)

555 B.C. N. borrowed /% mina of silver from G. against his house at
20%. (30)

544 B.C. Loan through an agent at 20%. (30)

542 B.C. Banking house of Egibi loaned /4 mina which bore interest
at 20% per annum if not paid in a month. (31)

540 B.C. Loan at 20%. (31)

539 B.C. Loan at 20%. (27)

536 B.C. Loan at 16%%. (27)

518 B.C. Nabu-mukin-zer, a scribe, lent at 20%. (27)



Table 1
Summary of Mesopotamian Interest Rates: 3000-400 B.C.

Normal Rates, 9, Legal Maxima, 9
Dates B.C.
On grain On silver | On grain | On silver
Sumer
3000-1900 333 20-25
Babylonia
1900-732 20-33% 10-25 33% 20
732-625 20-33% 10-20 33% 20
625-539 -20 1020 20 20
Fifth—fourth centuries 40 (?)
Asgyria
Ninth-seventh centuries 30-50 20-40
Persia
Sixth century 40 40

After the Persian Conquest, 539 B.C., there is some evidence that
40% became a common rate of interest in Babylonia. This was after
Mesopotamia had lost her independence. Babylonia was no longer a great
capital city. Her old civilization had all but vanished. The center of eco-
nomic progress and activity had shifted to the Mediterranean and espe-
cially to Greece, which will be reviewed in the next chapter.

This survey of Mesopotamian interest rates is not able to distinguish
different characteristic rates of interest for different types of credit, with
the exception of grain loans and silver loans. Long-term and short-term
credits are not characterized by different interest rates or legal limits; nor
are production loans distinguished from consumption loans, nor real
estate credit from trade credit. All these types of loans existed and differ-
ences in rates no doubt existed when the prevailing rate was below the
legal maximum. But the raw data, which are abundant, have not yet been
organized to reveal these distinctions. Nor do they trace rate fluctuations
over the dimension of time, except over vast eras. Judging from the known
commercial activity, the importance of private capital, and the prevalence
of borrowing below legal limits, such interest rate fluctuations must have
existed. The data only give us a picture of the generally accepted range of
interest rates on “standard credits” during this long span of history.
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GREECE

BACKGROUND

The Bronze Age civilization of the Aegean Sea, which rose and fell between
2400 and 1200 B.C., reached a high level of culture and economic activity,
but left no specific information on its credit forms and rates of interest.
Cattle were the first standard of value, and metals later became mediums
of exchange. (33) The metal ingot represented great wealth in small bulk.
Ingots were often flat sheets of copper of fixed weight in the shape of an
ox hide, which bore a weight stamp: mina, shekel, and so on. Gold and sil-
ver were also exchanged by weight. As this was essentially an island civi-
lization, centered at first in Crete, maritime trade was active. Trademarks
and commercial documents were in regular use and so probably was
credit.

With the fall of Crete in 1400 B.C., and especially following the Dorian
invasion of 1200 B.c., this Minoan-Mycenaean civilization was destroyed.
The Iron Age was ushered in by a decline to barbarism. The poems of
Homer purported to describe events of the early heroic golden age of
Mycenaean Greece, but many of the economic customs Homer described
were more characteristic of the late barbaric period, just before 800 B.C.(?),
when the epics were supposed to have been written. The forms of govern-
ment and the economy they describe were feudal, and in some respects
resembled Europe’s Dark Ages. (34) “Gifts” often took the place of royal
revenues, taxes, and payments. Kings gave “gifts” and furnished elabo-
rate dinners to the nobles who had a right to come uninvited. Kings also
received “gifts” regularly and on special occasions. Foreign traders on
arrival in port brought “gifts” to the king and received “gifts” in return.
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Even craftsmen were often paid for their services in “gifts.” Royal rev-
enues also were derived from the king’s personal estate, the duty of per-
sonal service, tribute, the spoils of war, piracy, and cattle raids. Armies
lived off plunder; conquerors were free from taxation.

There are many references in the Iliad and the Odyssey to the use of
the ox as a unit of account. (35) The Homeric Greeks had been nomads
from the grassy steppes. A big tripod was “at the worth of twelve oxen.” A
skillful woman was “worth four oxen.” Each of the gold tassels on the
shield of Pallas was “a hundred oxen’s price.”

These are references to a standard of value, not necessarily to a medium
of exchange. Payment was probably more often made in metals: “We will
pay in bronze and gold to the value of twenty oxen.” Homeric trade was
often by barter. Fines were sometimes in cauldrons and tripods, by capacity,
not by weight, because there were no facilities for weighing base metals.
This was a steep descent from the elaborate civilization of Minoan Crete
where metallic currency had all but reached the stage of official coinage and
where gold was abundant. One of the later reforms of Solon, 594 B.C., was
the recomputation of fines and bounties in coined money instead of cattle.

Iron also assumed importance as a monetary material during the bar-
baric period following the Dorian invasions. Iron spits, or obols, were
exchanged in bundles. Sparta early adopted iron bars for currency and
retained them through most of her history.

There are no records of interest-bearing loans for productive purposes
during this archaic Greek period, but Hesiod speaks of interest-free seed
loans repayable in kind. (36) The Iliad has an account of loans to strangers,
probably loans of cattle, which if not repaid could be reclaimed by legal rob-
bery. Cattle raids on land and piracy at sea were normal forms of economic
activity and, if successful, became the subject of royal self-congratulation.

The official coinage of money is supposed to have originated in Lydia
in the seventh century B.C., although some credit the Ionians or earlier
peoples. This coinage consisted of pieces of stamped metal that may have
originated as religious tokens and came to be officially stamped by the
state. They provided a sort of legal tender for the payment of debts and
taxes. The first Lydian coins were attributed to the nebulous King Gyges
(6867—656 B.C.). They were of electrum, a mixture of gold and silver. King
Croesus of Lydia (560-546 B.C.) is credited with providing the first ingots
of pure gold; Lydia was then a leading gold producer. (37) During the
seventh century B.C. the Lydian innovation of striking coins was adopted
by the greater part of the Greek world. (38) Since the Greeks had little
gold, they coined silver. In classical Attica 1 talent of silver equaled 60
minas; 1 mina equaled 100 drachmas; 1 drachma equaled 6 oboli.

In the course of the “Dark Ages” the Dorian Greek invaders were
absorbed and civilized by the old culture. Personal ownership replaced
collective tribal ownership. (39) The agricultural insufficiency of Greek
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land led to active maritime trade. Meat, so abundant in Homeric times,
became very scarce; even grain was insufficient. There were in Greece,
however, exportable surpluses of wine and olive oil and of such manufac-
tured articles as pottery and metal implements. The necessities of trade
led to standardized weights and measures.

The Greeks of the seventh century B.c. developed an economic sys-
tem that was commercial, urban, and monetary. Credit facilitated trade.
There was extensive borrowing at interest, especially on ship loans. “In
next to no time the commercial genius of the Greek rises to the notion of
speculation . . . capital accumulated is only an investment with a view to
accumulating more.” (40) The poets of the day bitterly compared the new
standards with the old ideals. The power of the old kings, once based on
soil, cattle, and descent from the gods, was gone. Oligarchy had supplanted
hereditary monarchy. Even the landed nobility, except in Sparta, sought
after movable wealth; some used their surplus wealth to become mer-
chants and shipowners and compete with the lower class tradesmen.
“Virtue and glory follow riches.” “Money makes the man.” The stage was
set for a social struggle between economic classes.

In Attica, at the beginning of the sixth century B.C. the tenant farm-
ers were under severe economic pressure and threatened rebellion. They
were sometimes able to keep only the sixth part of their produce. Per-
sonal slavery of whole families for debt was permitted and became com-
mon. Freemen had to compete with slaves. In spite of the relief provided
by extensive colonization, discontent grew. Pawn credit was widespread.
Debt had become an insupportable burden. At this crucial point (594 B.C.)
the poet and wiseman Solon was called upon by Athens to assume supreme
legislative power for a limited period and revise her laws. (32)

Solon’s reforms were radical and for the most part they endured. He
probably canceled many debts secured by land and scaled down others.
All those enslaved for debt were freed; those sold abroad for debt were
redeemed at state expense. All restrictions were removed from rates of
interest and from loan transactions, except that personal slavery for debts
was forbidden. Political power was reapportioned according to property.
The drachma was devalued by about one quarter. Weights and measures
were increased in size. Citizenship was granted to immigrants who were
skilled artisans. Judging from these reforms and their acceptance, the
economic crisis of 594 B.C. must have been severe indeed.

In 508 B.c. democracy was established in Athens. From this time on
Athens so rapidly outdistanced other Greek cities in trade and finance
that the history of Greek credit and interest rates is largely, but not
entirely, a history of Athenian credit and Athenian interest rates.

Before the beginning of the fifth century B.c., the minting of money in
Greece was hampered by a scarcity of metals. (41) After 483 B.C. a series of
marvelous finds occurred, and precious metals spread throughout Greece.
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Each city struck its own coinage. Every foreign transaction thus required
a money-changing transaction. Many cities engaged in unscrupulous
alloying, but such frauds could only work internally. A few cities by their
integrity gained universal acceptance for their coinage. Athens had the
advantage of the silver mines of Laureion. The Athenians took every pre-
caution to maintain the integrity of their famous “owls.” Even in times of
tragic national disaster, when the treasury was empty and Attica occupied
by an enemy, Athens refused to debase this silver coinage. As a conse-
quence, the Athenian “owl” became current in all markets and an arti-
cle for export. It remained a most acceptable currency throughout the
Mediterranean for 600 years, long after the disastrous defeat of Athens in
the Peloponnesian War, 431-404 B.c. (42) This tragic event, immortalized
by Thucydides and mourned to this day by lovers of human excellence,
was not a turning point in the financial history of Greece.

Before the Persian wars, 499-479 B.c., the hoarding of coin was general
in Greece. Cities and temples, especially the temple at Delphi, accumulated
treasure. Temples made loans to states and to individuals. But after 450 B.C.,
and especially after 400 B.c., investment in productive capital became com-
mon. (43) Recorded estates of wealthy Athenians then showed little ready
cash and large holdings not only of land but of rental housing, slaves let out
for hire, business investments, and loans bearing interest. Even Socrates,
the philosopher, had a friend to whom he entrusted his investment prob-
lems. At going rates of profit and interest the fortunes of minors often dou-
bled or trebled in a few years. Traders and manufacturers borrowed to
carry their stock, and farmers borrowed on land. Interest was generally
reckoned at so much per mina per month. Loan sharks abounded and
small debtors in difficulty dreaded “the end of the moon.”

Sealoans, sometimes called “bottomry loans,” were very popular. These
were contracts wherein a lender advanced his money secured by hull or
cargo. In case of shipwreck the borrower usually owed nothing; if he com-
pleted his voyage, he repaid the capital with a specific “interest.” As this
reward was either a form of insurance premium or the profit from a part-
nership at full risk, these rates should not be considered interest rates. They
were very high. For a return voyage from Athens to the Bosphorus a rate of
30% was quoted in wartime and 22/4% in peacetime. This rate could be
earned twice a year and thus profits of 40-60% per season were common.
Sometimes 100% was asked for longer and more hazardous trips. (44) The
creditor frequently went with the ship to look after his investment.

Personal loans secured by real estate were common in Greece as they
were elsewhere at most periods of history. The medieval term “mortgage”
is often used by economic historians to describe such loans, but it obscures
some differences in legal thinking and economic context from those of the
present day. (45) The Athenians used three terms: “hypotheke,” signifying
that the property remained with the debtor until default, as distinguished
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from a pawn; “prasis epi lysei,” meaning a conditional sale which could be
released from the buyer’s claim; and “apotimena,” meaning an evalua-
tion of security put up to guarantee performance of a contract.

In the period 500-200 B.C. it was the custom in Attica to designate the
ownership of real estate by marking stones, called “horoi,” which meant
limit or boundary. The visible half of these horoi was sometimes blank
and sometimes engraved. There were severe penalties for tampering
with the horoi. Several hundred have come down to us. Certain of them
give notice that the property is encumbered, and a few say how, for how
much due to whom, and on what terms. The debtor remained in physical
possession and, therefore, his name did not appear. At about 450 B.c. the
deme Myrrhinus instructed its temple officials to obtain real security for
all its loans and to place horoi on the encumbered property. An example
of an unusually explicit Attic horoi inscription from about 300 B.C. is: “In
[date] N. and H. ... put up as security to K. . .. their lands, house and
roof . . . in full—for 5000 drachmas in silver. N. will pay K. for each year
500 drachmas in silver.” (46)

Such loans were not usually for productive purposes, such as
improvements to the property or to finance business ventures, but were
often loans to wealthy or average farmers to meet personal emergencies.
(47) There are indications that these real estate loans were usually for
moderate periods, perhaps one year. However, certain transactions like
the one quoted above appear to be for indefinite periods. The state itself
was never mentioned in the horoi; public lending or borrowing was
unusual. Groups of individuals, comprising lending clubs, often made
such secured loans to friends, sometimes without interest. The horoi
often refer to loan contracts on deposit with bankers or in temples. A
number of specific horoi transactions are listed below under “Interest
Rates, Real Estate Loans.”

Public finance in Greece tended to be conservative and traditional. In
contrast to the present day, states rarely borrowed. (48) Instead they
accumulated treasure in their treasuries. Most famous is the vast treasure
of the Athens of Pericles, removed in 454 B.C. to Athens from Delos,
where it had been the war chest of the Delian League. Direct taxes were
considered servile and were unknown in the fifth and fourth centuries
B.C. (49) However, voluntary direct taxes, that is, “liturgies,” or gifts to the
state, were common, and much later they were merged into capital levies
on wealthy men. The mines provided most of the ordinary revenue of
Athens. Her armies were supposed to be self-supporting; a good general
could find money.

Loans to states were thus exceptional until the third and second cen-
turies B.C. There were occasional early loans to states, but these were com-
pulsory or of a political character. The famous loans of the Temple of
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Athena to the city of Athens during the fifth century B.cC. were a religious
fiction: the money was the war reserve of the people of Athens. Interest
on these loans was nominal and was rarely paid, but an effort was made
to return the principal to the Temple, that is to say, to restore the war
reserve. (50)

The credit of most Greek states was in fact very poor. It generally
rated far below the credit of wealthy citizens. This situation existed also in
the Middle Ages in Western Europe. Greek cities were often arbitrary
with their creditors; money was usually scarce, and sound principles of
public finance were unknown. Public loans were usually due within five
years and hence repayment of principal was a burden. They were not
amortized. They were usually secured by valuable pledges, and some-
times the security took strange forms. For example, state fortifications
were sometimes hypothecated. Cyme pledged her public colonnades,
and when the city defaulted her citizens could not use them to get out of
the sun or the rain. Creditors were sometimes offered tax exemption.
Public revenues were sometimes pledged. For example, Demosthenes,
3857-322 B.C., once lent one talent (a large sum) to the city of Oreos at
12% secured by all the public revenues of the city.

Often Greek states wishing to borrow had to offer the guarantee of
individual citizens in good standing, who were called “foreloaners” or
“underwriters.” In 877-373 B.C., thirteen states borrowed from the tem-
ple at Delos, and only two proved completely faithful; in all, four fifths of
the money was never repaid. Thereafter the temple preferred loans to
individuals, secured by land.

The financial difficulties of Greek states reached their height after the
Macedonian conquest. Athens then resorted to the “eisphora,” or capital
levy, instead of loans. Athens was never a debtor. In 205 B.C., the city of
Miletus experimented with a new credit form: the city borrowed from its
citizens on life annuities. It paid back 360 drachmas a year for life for
every 3,600 drachmas it borrowed; this innovation proved very popular.

Although there is general agreement that in Greece the banking
functions of deposit and loan originated in the temples, as they did in
Babylonia, there is a difference of opinion as to the scope of temple lend-
ing in the classical period. The shrine at Delphi, the greatest of them all,
is sometimes described as the great banker of the Greek world. There is
certainly a long history of lending by the temple at Delos, largely to pri-
vate persons, but sometimes to states and to money changers.

Industry in classical Greece was generally on a small scale, consisting
of workshops with a handful of slaves and limited capital. Local trade was
left to shopkeepers and peddlers and was despised, (51) but foreign trade
was held in high esteem in Athens. Since the state was not self-sufficient,
commerce was encouraged and was largely free of tariffs and restrictions.
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Athens became the trading metropolis of the Mediterranean world. By
450 B.C. it had monopolized the trade of the Black and Aegean seas and
traded with Egypt, Cyprus, and Italy.

In the fourth century B.C., private banking began to play an impor-
tant role. Bankers, the “trapezitai,” changed money, received deposits,
made loans to individuals and states, made foreign remittances, collected
revenues, issued letters of credit and money orders, honored checks, and
kept complete books. (52) Some of their loans were on cargoes, others on
pawns, and others on real estate. Unsecured loans also became common.
“Of all kinds of capital,” said Demosthenes, “the most productive in busi-
ness is confidence, and if you do not know that you do not know any-
thing.” Phormio, an ex-slave turned banker, became the richest man in
Athens. (53) By the third century B.C. Greek finance was highly devel-
oped and the use of credit was general. By 200 B.C. the real estate loan,
once dreaded, came to be regarded as a convenient means of procuring
money at a moderate rate, especially by the small farmer. (54)

During the Hellenistic and Roman periods there were many records
of endowment funds set up in Greek cities by wealthy men. These
endowments were usually to perpetuate some festival or religious obser-
vance and often stipulated a rate of return on a principal sum, sometimes
loaned out on landed security.

Finally, there were the loan sharks, those small-scale purveyors of
unsecured loans to the distressed poor. They are frequently mentioned in
Greek literature. As we shall see, some of the highest of the rates attrib-
uted to them come close to setting a record for this history.

The end of the classical period of Greek history and the beginning of
the Hellenistic period is usually dated from the conquests of Alexander,
circa 325 B.c. These wars had revolutionary economic effects, two of
which should be mentioned here. Alexander seized and distributed a vast
hoard of Persian gold and silver. Much of it was subsequently coined, and
it is said that the money stock of the Mediterranean world was multiplied
several-fold in a few years. Prices rose and interest rates declined. Also,
the opening of the East and of Africa and the unifying of the known world
created a much wider trading area. This vastly increased the demand for,
and supply of, goods and expanded trade. (56)

After the conquests of Alexander, Athens was no longer in a position
to dominate Mediterranean commerce. She had lost her Empire. Athe-
nian prosperity declined after 300 B.c. (55) In 229 B.C., Athens was re-
leased from Macedonian domination, and money came out of hiding.
Trade at the Piraeus, the Port of Athens, revived and mining was re-
sumed. In 197 B.c. Roman domination began and with it peace and
another trade revival. (57) During the ensuing centuries, however, Rome,
not Greece, dominated the history of the Mediterranean world. Rome for
a while strove to help Athens, and Athenian trade was prosperous in the
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early years of the first century B.c. Many Italian “negotiators” were busy
in Athens. Nevertheless, Athens never regained her position as the great
commercial and financial center. As a consequence of Roman policy, trade
shifted to Rhodes, Antioch, Seleucia, and especially to Alexandria.

GREEK INTEREST RATES

Although there were many forms of credit in classical Greece, a precise clas-
sification of interest rates according to the term or form of loan or accord-
ing to the type of debtor or creditor is often impossible. More often than
not historians quote an Athenian interest rate as “the prevailing rate on
normal safe loans” or as “the customary interest rate.” Ranges of rates are
often quoted by centuries. These vagaries are probably not due to errors of
omission but rather are a consequence of the financial customs of the times.

Information on Greek interest rates is more abundant than informa-
tion on interest rates in earlier times or in the Roman period. The data are
sufficient to suggest a general range of rates that was considered normal at
each period of time. Suprasecular trends of interest rates may be discerned
and some relationships between rates for different types of loans.

Greek interest rates quoted here are all for loans of silver. Although
the rates were often designated as so much a month, they are stated here
as annual rates for a twelve-month year. Six types of Greek loans are
distinguished:

1. Normal loans. This unfortunately general title is most frequently
used by historians. It must include some loans of the other types listed
below. The term appears for the most part to represent loans to men of
substance, usually for personal use, sometimes for productive purposes,
often unsecured. Many of these loans were probably not too different
from modern personal bank loans to the average small business man.
Most were probably short term.

2. Loans secured on real estate. These loans are sometimes subdivided
according to city and country real estate; most probably ran for one year;
some for five years or longer.

3. Loans to cities.

4. Endowments invested al, and paying, a specified rate of return. These
may be based on real estate loans and other types of investments.

5. Loans to industry and commerce. Since there was no large industry
and little safe trading, these were probably speculative short-term loans.
Rates on sea loans are excluded.

6. Personal, usurious, and miscellaneous loans. These range all the way
from rates on “hard bargains” and pawnshop rates to the very much more
extreme loan-shark rates. They were certainly short-term rates by con-
tract, but probably they were also often compounded over long periods.

All of these rates are for Athens unless otherwise specified.



Normal Loans

Sixth century B.c. “In Solon’s time the customary rate was probably” 189, (58-59)
“In Solon’s time the customary rate was probably” 16 (60)
Fifth century B.c. “Perfectly safe loans” 10-12 (59)
Fourth century B.c. “Perfectly safe loans” 10-12  (59)
“Common rate of interest” 12 (61)
“Normal rate” 12 (62)
“A favor” 10 (62)
350 B.C. “Common rate”’ 12 (63)
“Average rate” 12 (64)
Third century B.c. “Normal rate declined” 12to 10 (65)
“Normal rate had fallen to” 10 (61)
“Rate fell to (or lower)” 10 (66)
Circa 297 B.c.  “Maximure and middle interest rate in Ephesus” 73-83 (67)
“Perfectly safe loans” 10 (59)
Late “Safe investment” 6-10 (64)
Second century B.c. ““Normal rate outside Athens” 6-9 (68)
200-150 B.C. “Normal rate declined” 10to7 (65)
“Perfectly safe loans” 6-8 (59)
200-150 B.C. “Rates generally below 109,” 67-9?  (66)
“As low as” 62 (61)
First century B.C. “Perfectly safe loans” 6-8 (59)
“Probably” 9-11 (69)
“Loans at Tenos” 8-12 (70)
First century a.p. “On safe investments” 8-9 (71)
Real Estate Loans
Fifth century B.C. City property, at least 8% (59)
Country property 8-12 (59)
Fourth century B.c. City property, at least 8 (59)
Country property 8-12 (59)
Town mortgages 8 (64)
400 B.C. Mortgage loans at 16-18 (62)
369 B.C. A man borrowed on multiple dwelling at 16 (74)
346 B.C. Horoi pledge, mill and slaves at 12 (72)
305 B.C. 5000 drachmas, on horoi at 10 (73)
Third century B.C.
300 B.c. Horoi pledge on extensive land at 10 (75)
Horoi pledge on home, roof, and land at 10 (72)
210-195 B.C. Land in Thera pledged at 7 (76)
Second century B.cC. Gift to Aegiale to be loaned on land at 10 (76)
160 B.cC. Gift to Delphi to be loaned on land worth at least
twice the loan, 5-yr. term 62 (76)
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Loans to Cities

Fourth century B.C.

To Amorgos (an island of the Cyclades) at
To Oreos; Demosthenes loan secured by rev-

82-10-129 (67)

enues at 12 @7
Third century B.c. To Amorgos 8i-10-12 (67)
213 B.C. ff. To Melita 10 67)
213 B.C. ff. To Peria 10 (67)
Safest public loans, at least 10 77
205 B.C. Miletus borrowed on life annuity at 10 (79)
Second century B.C.
260 B.Cc. ff. To Oropus 10 (87)
Rate fell to 7 (79)
First century B.C. Loans by Romans:
70 B.C. To Tenos 8-12 67
71 B.C. To Gythium (poor credit) 24-48 (78)
56-50 B.C. To Salamis (poor credit); loan by Marcus Junius
Brutus 48 (67)
Legal limit for Roman loans to provincial cities 12 67)
Endowment Funds (Rate Earned)
Third century B.c.
221-205 B.C. At Thespia 6-8%, 67)
210-195 B.C. At Thera 7 (67)
210-195 B.C. At Aegilia to be loaned on real estate 10 (76)
Second century B.C.
200-199 B.C. At Lietus 10 (67)
162 B.c. Donation of Attalids to Delphi 6% (78)
At Corcyra (Corfu) 16 (67)
At Ilium 10 (67)
First century B.C.
100 B.C. At Amorgos 10 ©7)

Loans to Industry and Commerce

Fifth and fourth
centuries B.C.

Fourth century B.c.

On movable capital

Comunerce, usually

Loans secured by slaves

Highest rates were for industry at
For commerce the usual rate

12-18%,  (59)
2

162 (59)
30-38 (59)
18-36 (62)
16-18 (62)
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Personal, Usurious, and Miscellaneous Loans

The variety of types is so wide that no trends or
typical rates should be read into these figures.

Fifth century s.c. Usurious rates 369, (59)
Fourth century B.c. 48%, a month by usurers 576 (80)
Common usurers loaned money from— 62 (81)
up to 1% ob a day on a loan of 6 ob 9000 (81)
Pasion loaned on pawns at 36 (81)
Aeschines the philosopher (390-330 B.c.) bor-
rowed at 36 (82)
and later refunded his obligations at 18 (82)
Phormio the banker borrowed at 16% (82)
Stratocles loaned his money out at 18 (83)
Demosthenes mentions rates as high as 16 (81)
and as low as 10 (81)
Usurious rates 36 (59)
A public fund loaned to the people at 20 (84)
Professional moneylenders 12-33% 2@7)
Penalty for delinquency over 1 year 200 27
Third century B.c. Safe investments in Greek Asia 24 (64)
Table 2
Summary of Greek Interest Rates
] Real Earnings | Loans for
Century Normal Estate L'oz.ins to of Commerce
Loans, 9, Cities, 9, | Endow- and In-
Loans, 9, or
ments, 9%, | dustry, %
B.C.
Sixth century 16-18 — — — —
Fifth century 10-12 8-12 — — 12-18
Fourth century | 10-12 8-12 81-12 — 12-18
Third century
(early) 7i-12 10 831-12 — —
(late) 6-10 7 10 6-10 —
Second century
(early) 6-9 62-10 10 62-10 —
(late) 6-9 — 7 10 —
Tirst century 6-12 — 8-12 10 —
A.D.
First century 8-9 — — — —
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The temple at Delos charged 10% on all loans made during the fifth,
fourth, third, and second centuries B.c. Most of these loans were made to
individuals and were secured by land. These loans were usually made for
five years, some were for one year only, and others ran for long terms,
possibly due to delinquency. In one case in the fourth century a loan ran
for thirty-three years; in another in the third century, for fifty-five years.
Interest was payable annually. The temple also loaned to the city of Delos,
which probably paid interest if the loan ran more than a few months. At
first this 10% temple rate at Delos was below the “normal” rate at Athens;
later, by the third century, it was about “normal”; whereas by the second
century it was above “normal.” The temple then reported that it had dif-
ficulty in loaning out its funds. (85)



ROME

BACKGROUND: THE REPUBLIC

The Romans were a nation of farmers and soldiers. They left manufac-
ture, commerce, and banking largely to foreigners. Cato said: “In prefer-
ence to farming one might seek gain by commerce on the seas, were it not
so perilous, and in money lending, if it were honorable. . . . How much
worse the money lender was considered by our forefathers than the
thief. . . .” Nevertheless, Plutarch says that Cato himself invested in mer-
cantile loans, probably secretly.

This attitude probably explains why so few Roman rates of interest
were recorded for posterity. Most of Roman interest-rate history consists
of legal maxima. Nevertheless, a summary of Roman financial history
should serve to explain the significance of those few rates of interest
which are quoted.

In prehistoric Italy cattle and perhaps other domestic animals consti-
tuted the earliest known form of money. The word “pecus,” cattle, sheep,
goats, singly or in herds, led to “pecunia,” money. As late as 452 B.C.,
Roman law, like early Greek law, fixed fines in cattle and sheep as well as
in metal. (86) But the Twelve Tables, circa 443 B.C., make no mention of
cattle money. Raw copper and bronze became the principal mediums of
exchange; bronze remained a monetary standard to the end of the
Republic. Gold and silver also changed hands by weight. By the second
century B.C., Rome coined silver; seven silver denarii to the ounce of sil-
ver, and twelve ounces, or eighty-four denarii, to the pound. Republican
Rome coined no gold.
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At the time of the ancient Etruscan monarchy, before the beginning
of systematic, written history, Rome is believed to have been a strong,
wealthy city with a large population surrounded by rich farmland. The
land was so intensively drained and cultivated as to suggest overpopula-
tion. Rome was then in touch, through trade, with the Greek Mediter-
ranean world. The revolution of 509 B.c., which created the Republic,
was followed by a loss of power and population and by isolation from
commerce. (87)

The republican government was at first oligarchic. For 200 years
after the revolution there occurred a bitter, but largely bloodless, struggle
between Roman patricians and Roman plebeians. Out of this give-and-
take evolved an elaborate body of legal checks and balances. Much of this
early struggle was economic. Famines and food commissions were fre-
quent in the fifth century B.c. Extremely severe property laws permitted
debtors to be reduced to slavery and to be sold in foreign lands. Several
political and economic crises were resolved by new legislation regulating
credit.

The most famous of these early reforms resulted in the promulgation
of the Twelve Tables, a codification of Roman law that remained basic for
many centuries. Their traditional date is 443 B.c. On judgments of debt
or admitted debt, thirty days were allowed for payment; on default, the
debtor could be brought before a magistrate. Unless the debt was dis-
charged, the creditor could seize and fetter the debtor, but he had to feed
him; several creditors could seize and divide one debtor’s property. A
creditor exacting higher interest than the legal maximum of one ounce
per pound per annum (8%%) was liable to fourfold damages.

The Gallic invasion of 387 B.C. was accompanied by great destruction
of property and by popular distress. (88) A heavy ransom was paid and
debt was incurred for rebuilding ruined farms. In 367 B.c. relief legisla-
tion provided that interest paid should be deducted from the principal of
a debt and the remainder discharged in three equal annual installments.
In 357 B.c. the maximum rate of interest was again fixed at 8%%, sug-
gesting that the old law had lapsed and that this rate had been exceeded.
In 352 B.C. a commission was appointed to lend state funds, to adjust real
estate loans by just valuations, to permit bankruptcies, and to obtain relief
in the matter of interest rates. In 347 B.c. the legal rate of interest was
reduced to one-half ounce per pound per annum (4%%), and a morato-
rium on loans was arranged. At some time circa 342, interest was alto-
gether forbidden, but this law soon became a dead letter, and the legal
rate returned to 8%%. In 326, for the first time it was forbidden to
imprison Romans for debt.

By 240 B.c. the plebians had gained at least equal rights with the patri-
cians. There was no sign of class struggle during the desperate Second
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Punic War, 218-201 B.c. In 192 B.cC. several moneylenders were fined for
exceeding the legal interest rate, and the usury law was extended to cover
loans by foreigners. Maritime loans, however, were not restricted as to
rates.

The Roman state first paid its soldiers in 406 B.c. This was a heavy
financial burden. (89) Generally speaking, the state, like most ancient
states, did not borrow. During the Second Punic War, however, it bor-
rowed supplies from merchants, presumably without interest; it also
financed public building contracts on credit and seized trust funds at a
stipulated but unreported rate of interest. The state’s income came ordi-
narily from war indemnity, booty, mines, port dues, rental of public lands,
provincial tithes, and, until 167 B.C., taxes on citizens. In 187 B.c. the
treasury refunded the super taxes of the Punic wars. Women were then
tax-exempt. By 169 B.C. so much property had passed into the hands of
women that the law forbade a man to will as much as half his property to
women. (90)

The Roman citizens, largely soldier-farmers, pursued a policy of
indifference toward commerce. Rome was always an open port. By 348 B.C.
there was still little industry or foreign trade, but by 312 B.c. there had
grown up a large free industrial class in Rome engaged in the manufac-
ture of arms and household wares; as yet there were few slaves. The
heavy colonizations of the third century B.C. stopped this industrial
development and reduced class disturbances. (91) Political power then
developed suddenly, and Romans had vast opportunities to invest in land
throughout Italy. Although Italian commerce increased, it was largely in
the hands of south Italians from Greek cities and of Greeks. After 200 B.C.,
vine and olive culture and a rapid increase in the number of slaves led to
a great increase in property values. However, with small use of machinery
there was no feverish production. Economic crises arose principally from
political disturbances and wars. (92)

These early centuries of Roman history have left us very little evi-
dence of organized financial activity or credit other than personal debt
secured by real estate. Large banking firms were unknown. The state,
however, encouraged foreign traders to come to the city, and for their
convenience it rented out money booths in the forum. The bankers were
called by the Greek name “trapezita” and probably were mainly Greeks,
as they were later in Cicero’s day. They were trusted with large sums, lent
money at interest, paid interest on deposits, changed money, bought and
sold as agents, and later kept agents in the provinces and issued foreign
drafts. Cicero kept an account with the bank of Egnatius and paid by
drafts on his bankers. (93) By the first century B.C., Rome was the finan-
cial center of the world. Nevertheless, banking firms were still not large
and well-known. This may have been because Roman law discouraged
limited liability companies for commercial and financial purposes.
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Joint stock companies with limited liability, however, were permitted
to finance public projects. Such companies of “knights” after 179 B.c. con-
tracted to collect taxes and to construct public works. They became
prominent after the late second century B.C., when Asiatic tax collecting
was farmed to Roman publicans. Extensive opportunities then developed
for lucrative business in the conquered provinces, especially placing loans
on land and lending to cities or to individuals delinquent in taxes. A
period of wide expansion into such provincial investments followed in the
first century B.C. Italian “negotiators” were everywhere, probably very
few of them Romans. By this time wealthy Romans frequently borrowed
and frequently invested in Asiatic loans, but this was usually done quietly
through agents. Cicero said any serious disaster in Asia caused a panic in
the forum.

For the first century B.C. and the first century A.D., we have a better
record of Roman interest rates than for any earlier or later periods. The
rates were very volatile. The volume of gold and silver in Italy had
increased rapidly during the late second century B.C., and was largely
absorbed by commercial expansion and investment in Gaul and Asia. A
period of plentiful money and large profits came to an end with the Social
War of 90 B.c. This led to complete state bankruptcy. In 88 B.C., Sulla set
the maximum rate of interest at 12%, which suggests that the old 8%%
limit had fallen into disuse. In 86 B.C. the Valerian law remitted three
fourths of all debts. State debts were repaid only 25%. The Catalinian
conspiracy was partly an uprising on behalf of hard-pressed debtors.

In the provinces Sulla plundered the temples at Delphi and Olympia
of vast fortunes in gold. He imposed unbearable fines on Asiatic cities that
had opposed him, and they were often forced to borrow from Romans at
high rates of interest. Lucullus, during 74-69 B.C., took drastic measures
to reduce these Asiatic debts: he limited Asiatic interest to 12%; he pro-
vided that accumulated interest could not exceed principal and that cred-
itors should receive one fourth, but no more, of a debtor’s income.
Somewhat later, in 44 B.C., the loans reported in Chapter I1I were made
by Senator Marcus Junius Brutus through agents to the King of Cappe-
docia and to the city of Salamis at an interest rate of 48% per annum.
Cicero, then governor of Cilicia, was shocked at the rate and pointed out
to Brutus that 12% was the legal rate. Unfortunately for Brutus’ financial
reputation, Cicero or one of his literary slave ghost writers immortalized
this probably not uncommon transaction. Few financial histories of Rome
omit the episode. (94)

For a while after 67 B.C. the seas were safe and commerce prospered,
largely in foreign ships. Imports of luxuries were common. All ports were
kept open, and there were no monopolies or forbidden goods. There was
also heavy investment in the provinces and a large balance of trade
against Rome. Money became tight. To remedy the shortage of money,



48 ANCIENT TIMES

provincials were forbidden to borrow money in Rome. In 63 B.C. the state
forbade the export of gold and silver from Italy. When Caesar and Pom-
pey brought in new supplies, the scarcity of money was turned into an
abundance. By 54 B.c. safe loans in Rome were available at far below the
legal limit, but the rate would rise during political campaigns. (95) Only
risky loans brought the legal limit.

Soon after this interval of monetary ease, the civil wars of 49-31 B.C.
again bankrupted Rome and led to ruinous confiscations and a return of
high interest rates. Caesar removed the “knights” from tax collecting and
from moneylending in Asia and ended their abuses. He attempted to
restore credit by permitting bankruptcies at prewar prices. He intro-
duced an issue of gold coin. Caesar personally was a daring borrower and
financed an important part of his political rise on credit. Financial stabil-
ity, however, was not restored until the battle of Actium, 31 B.C., and the
beginning of the reign of Augustus.

BACKGROUND: THE EMPIRE

The civil wars destroyed faith in property rights and brought on financial
stagnation. Money was hoarded and was scarce and expensive. Confisca-
tion made real estate dangerous to own. Augustus changed all this. He
respected property and restored peace and good faith. Hoarded money
returned to circulation. The treasures of Egypt were coined and put in
circulation. Public building activity was resumed and real estate prices
rose. (96) As debts were liquidated interest rates again fell to very low lev-
els. (97) Augustus followed Caesar’s policy of expanding the volume of
coin.

After Augustus’ death in 14 A.p., Tiberius reduced coinage to a
trickle, cut expenses, and hoarded metal in his treasury. At the same time
money was moving east to pay for imports. Interest rates rose to the legal
limit and beyond. A crisis occurred in 33 A.D., due largely to credit dis-
turbances. It began with the prosecution of bankers for overcharging. As
a result more loans were called, and the crisis was intensified. The crisis
was resolved when finally large sums were withdrawn from the treasury
and loaned out for a three-year term without interest. (98) Succeeding
emperors coined much more freely than Tiberius, and Nero even light-
ened the coins moderately.

After Nero’s death in 68 A.D., renewed civi