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value of nionty is an aiiifit-ial (jiiality, created by its

ready exeliaitoeal)ility, so credit may come to have a
value for l!ie same reason. People accept money read-

dy in exchanoe i'or anythino- else because they know-
that it n-ives them cf)nimand o\er any j)iece of |)ropertv

that is for sale. In other words, because it i.s converti-

ble into ])roperty practically at all times, in all places

and under all circumstances. Likewise, credit has value
as a iiudium of exchange only to the extent to which it

is convertible into money or directly into pro})erty. C'wii-

vertibility is iherefore the very essence of the value
oi' money and credit.

Money we saw was simply an indirect barter, the op-
eration beino- len<«thened by the use of an intermediate
tiling- called money. AVith the use of credit the o})era-

tion is stili fuither lenotlimed. and the steps in the com-
plete transaction may run as follows: (ioods are traded
tor credit: credit is traded for money: money is ex-
channt'd foi- yoods.

Sui)pose a mc'cliant buys a bill of dry-<rood,s fiom a
wholesale establisiimti't and ^ives his three-months note
therefor. The w holesale house may take this note to the
bjuik for discount, reeeix in^- a credit on its deposit ac-
count. \Vhe?i the note is due tlie bank may receive a
check from the retail merchant who made it. This
cheek may be cashed at another bank and mav be i)aid
out auain to a manufacturer, who has received a check
from the wholesaler drawn aoainst his deposit at tjie

l>ank. Tile manufacturer may use this cash to buv
cotton from the eustdtuer of Hie niei-ehan! wIk. consumt's
the dry-o'oods first bouohi. Kedueed to its simplest
terms, the cotton urow. r has bartered his cotton for
clr.th, i)ui liie iransaetion lias in\()j\ed a very compli-
cated series of exehauMCs in ordei to accom|)lish it.


