
i:x( iiANcii: 15

cause liouses sometimes burn down, nor would auyl)ody

advocate the abolition oi" credit because .soinetinies its

abuse brin<4s on coniniercial ilisasters and panics.

Throughout tliis book the word •Y're(Ut" will l)e used

in a strictly technical sense, that is to say, with the fol-

lowiiio- niJaniuir: Cmlit is a fiostponcd pajimcni of

mniu'ii. The word is employed in ordinary nsa^e

to mean the ability to borrow. Thus, a person has

oood credit when his reputatio?i for financial inte;'^-

rity makes it easy for him to borrow the funds or i)rop-

(.rty of others. Much of the ditliculty and confusion i.:-

herent in the discussions of credit j^row out of this

va^-ue usa<re of the word. If it is kept in mind that a

cre^lit is a perfectly definite th.inw-. i. c. a i)ostponed

l)ayment of money, clear thinkin«>- will l)e possible.

bur definition imi)lies an ineomilete exchantrc. One

side of the exchange has been comi)leted, but so far no

c(iuivalent has been rendered. The payment has been

postponed. It is convenient, however, to re«rard the

credit as itself an tMiuivalent and a thiiio- having' value.

If a merchant sells a bill of ^oods to a customer and

agrees to po-ipone the payment for three month.s. he

has received foi" the ^cxxls a jjromise, which is valued by

liim as the full ((luixaleiit ol the ;^(„)ds. If this j)rom-

ise is put ill the form of a promissory note (which is

simplv a documentarv evidence of the promise) this

])romissorv iiote is a concrete object ol value and can

be itself exchanged for other things of value.

IH. Cirdits as media "f twch a iifrc—The fact that a

promise to pa\ moiuy i< a xaluabjc thing in itself sug-

gests immediately the possibility of using such promises

as a medium of exchange if they can be put into such
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form iiiai iiie o\\nei>iiij» iil Tiuui .;;" ;;;; ;; ::• ;;. ;::-:::

can be trans iVrred from hand to hand. .lust as tlie


