
AP World History
Directions: Read the following document using the CHA method. When you annotate, keep this reading focus in mind: “Why were the Italians able to change banking?”
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THE HISTORY OF MONEY

shall not live: he hath done all these abominations; he
shall surely die, his blood shall be upon him” (Ezekiel
18:13).

The scriptural prohibition never completely eradicated
usury, but it certainly hampered it. Jews often served
as moneylenders since, in the eyes of the church, they
were already condemned to eternal damnation, but if
Christians lent money for interest, the Catholic church
excommunicated them, thereby barring them from all
services and from Holy Communion. The law stated quite
specifically that quidquid sorti accedit, usura est (whatever
exceeds the principal is usury). The Italian bankers, how-
ever, found a way around this prohibition and thus grew
rich without endangering their souls.

Usury applied only to loans, so through the fine tech-
nical distinction between a loan and a contract, the Ital-
ian merchants built a whole edifice of borrowing and
lending behind a facade that showed no sign of usury.
They scrupulously avoided making loans. Instead, they
traded bills of exchange. A bill of exchange is a written
document ordering the payment of a certain amount of
money to a certain person at a certain time and place.
The Latin name for this document is cambium per lettras,
which means “exchange through written documents or
bills.” This transaction was a sale of one kind of money
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for another kind that would be paid in another currency
at a specified future date.

A merchant in need of money went to a banker in Italy.
The banker gave him the necessary money in cash, in the
florins of Florence or the ducats of Venice, and they both
signed the bill of exchange whereby the merchant agreed
to pay a slightly higher amount of money in another cur-
rency at the next fair in Lyons or Champagne, France. The
merchant did not have to go to the fair personally to pay
the bill. Both parties knew that if the merchant failed to
show up at the fair, the office in Florence would collect
the money owed it.

The Italians did not invent the bill of exchange, but
they put it to a new and more profitable use. Bankers re-
ceived a fee for changing the money and therefore were
organized into the guild of currency exchange, the Arte
del Cambio, which was separate from the lower-class
moneylenders and pawnbrokers so despised by everyone.
In practice, the bankers became lenders to the rich while
the moneylenders and pawnbrokers continued to lend to
the poor.

These bills of exchange functioned well in Christian
countries, but they did not work in the Muslim world.
The Koran prohibited usury even more strictly and clearly
than the Bible. It forbade any kind of profit on the ex-
change of silver or gold. Muhammad said, “Sell not gold
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for gold except in equal quantity ... nor silver for silver ex-
cept in equal quantity.” The Koran specifically prohibited
bills of exchange by condemning the sale of “anything
present for that which is absent.”

THE MaAcic oF BANK MONEY

The use of bills of exchange had another beneficial effect
on commerce: it helped to overcome a major obstacle
of the time, the awkwardness of coins and the difficulty
of dealing with them in bulk. Coins were heavy, difficult
to transport, easily stolen, often counterfeited, and sub-
ject to dozens of other problems on the poorly guarded
highways, in the lands of corrupt nobles, and at the
sometimes poorly administered fairs and markets that
emerged as the new commercial centers of Europe.

The new Italian bank money boosted commerce by
making it transpire much faster. In 1338, a shipment of
coins required three weeks to wend its way from Rouen
in the north of France to Avignon in the south, a distance
of just over four hundred miles, and the shipment faced
the hazard of being lost, stolen by robbers, or pilfered by
the very people hired to transport it.2 By contrast, a bill of
exchange could be sent in a mere eight days, and if it was
stolen, the thief could not redeem it. Bills of exchange,
in other words, moved faster and protected everyone in-
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THE RisSE OF THE ITALIAN BANKING FAMILIES

At this pivotal moment in European economic history, when the fi-
nancial power of the church had waned and the power of state had
not yet grown strong enough to replace it, a new group of men and
institutions stepped into the breach. The families of the north Ital-
ian city-states of Pisa, Florence, Venice, Verona, and Genoa began
to offer the same services that the Templars had offered, albeit on a
much more modest scale at first. These families created a new set of
banking institutions outside the immediate control of church and
state, yet with close ties to both.

A new system of private, family banks arose in northern Italy.
These banking families did not operate under a religious mission or
within the severe limits regarding money imposed upon the Templars
by the church and by Christian doctrine. The Italian banking fami-
lies dealt as readily and easily with Muslims, Tartars, Jews, and pa-
gans as they did with Orthodox and Catholic Christians. The
banking network of the Italian merchant families soon stretched
from England to the Caspian Sea, and they financed trading missions
throughout the known world from China to the Sudan and from
India to Scandinavia. They offered a steady supply of credit at rates
lower than those tendered by most other financiers, and they con-
trolled more money and lent it at consistent, if not always low, rates.
Unhindered by the religious principles of the Templars, they had only
one ambition: to take home a profit.

The Italian families differed in other important ways from the re-
ligious knights. They did not operate from well-fortified castles, nor
did they travel in heavily armed convoys. Instead, they lived and
worked in the marketplace among the people, catering as much to
the needs of small landlords, merchants, and vendors as to those
of the aristocrats and high officials of the church and state. Whereas
the Templars served only the nobility, the new Italian bankers served
everyone.

In their financial pursuits, Italian merchants traveled to markets
and fairs throughout Europe. Like other itinerant merchants and
vendors, they set up tables or large benches from which they not only
traded their goods but also exchanged money, made loans, arranged
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to take money as payment for a debt for someone in the next town,
and performed other related financial services.

The modern word bank comes from the way in which these early
money merchants did business; it is derived from a word meaning
“table” or “bench,” the prop that literally formed the base of their op-
erations at the fairs. From Italian, the words bank, banco, and banque
soon spread into other European languages and eventually through-
out the world.

Moneylending in some form or other seems to have been known
for as long as there had been money, but the bank became something
more than a moneylending institution, because the bankers dealt not
so much with gold and silver as with slips of paper representing the
gold and silver. Banking, as practiced by the Templars, faced a great
limitation in that the church forbade usury, the charging of interest
on loans, and getting around that barrier proved to be one of the
greatest obstacles that the Italian families had to overcome in order
to build their extensive banking enterprises.

The Christian prohibition against usury was based on two passages
in the Bible: “Take thou no usury . . . or increase; but fear thy
God. . . . Thou shalt not give him thy money upon usury, nor lend
him thy victuals for increase” (Leviticus 25:36-37); and “He that . ..
hath given forth usury, and hath taken increase: shall he live? he shall
not live: he hath done all these abominations; he shall surely die, his
blood shall be upon him” (Ezekiel 18:13).

The scriptural prohibition never completely eradicated usury, but
it certainly hampered it. Jews often served as moneylenders since, in
the eyes of the church, they were already condemned to eternal
damnation, but if Christians lent money for interest, the Catholic
church excommunicated them, thereby barring them from all services
and from Holy Communion. The law stated quite specifically that
quidquid sorti accedit, usura est (whatever exceeds the principal is
usury). The Italian bankers, however, found a way around this pro-
hibition and thus grew rich without endangering their souls.

Usury applied only to loans, so through the fine technical dis-
tinction between a loan and a contract, the Italian merchants built
awhole edifice of borrowing and lending behind a facade that showed




