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Some Early Forms of Financial Instruments
found in Mid-Sixteenth Century Malta
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A new phase in the development of Malta’s economic history was registered
with the establishment of the Knights of St John in 1530. Prior to the arrival
of the Order the local merchant's range of activity reflected the unrivalled
regular sea-links with Sicilian ports which continued to be felt even after
1630, However, the naval organisation and fighting spirit of the Order, which
excelled in seamanship, opened up new frontiers in the Levant, the Straits of
Gibraltar and beyond.? Furthermore, Malta's economy was stimulated when
a proportion of the revenues from the Order's commanderies, which were
spread all over Europe, was dispatched into the Common Treasury of the island.?

The island gradually witnessed an expansion in its trade network, which in
turn resulted in a greater complexity of the money and credit market. The
‘jingle of coin’, as Braudel® terms it, diffused itself through various strata of
society in Malta.® The harbour area became a focus of movement, constantly
exchanging and dispatching goods, services and people — a process which
necessitated a network of communication between the island and various
other centres of trade. Monetary transactions reveal an intermingling of both
local and Sicilian currencies. However, several other different currencies
circulated simultaneously in Malta.® This influx of different currencies proved
to be beneficial for Malta's economy, since merchants and businessmen
were in a better position to carry out foreign payments in respect of various
transactions.

Notarial instruments supply nearly all of the evidence available on commercial
contracts, since they provide proof of the existence of an obligation. This
reflects the importance which must be given to the study of notarial records
when reconstructing economic, legal, and social history of trade in the early-
modern Mediterranean warld.” Listings of accessory clauses and anticipation
of possible objections throw light upon all aspects of an obligation.? Various
notarial acts dating back to the sixteenth century, which are deposited at the
Notarial Archives in Valletta, reveal that even an island as small as Malta could
serve as a rendezvous to an international mix of merchants.® The sheltered
harbour of Birgu offered some of those same services that were available in
established financial centres, although of course on a much smaller scale.
The present paper focuses on some financial systems found in mid-sixteenth

century Malta, and delineates the importance of these financial activities in
moulding the spirit of entrepreneurship in an island which, prior to the coming
of the Hospitaller Knights, was more limited in its trading activities. These
different financial aspects become all the more important wher they are seen
flourishing in an agrarian society such as was early modern Malta

The mest important financial instruments, apart from coins, in early modern
Europe; were trade credit, bills of exchange, letters of credit, and other forms
of loans. Apart from being a necessary tool for the merchant in order to
protect his investments, these also provided a loophole for the businessman,
who was prohibited by the Church to make a profit on loans.'’ Loans among
individuals were particularly abundant and were disguised as 'amicable
loans’. Notarial acts reveal that personal leans were common even among
the villagers. Other common forms of business organisation were Partnership
agreements. These were often short-term'! and as such were terminated at
the end of each business deal.'?

Trade Credit

Credit is here understood as the exchange of two promises separated in time,
since the person offering the service gets paid at a later date. It enabled
mercharits to carry on an ever-increasing amount of business in an age that
possessed an inadeguate stock of coins.'? Loans were often supplied by petty
usurers. However, more important in credit fransactions were the money
changers, a profession which many a time was performed by the notary
himself. The machinery of credit varied immensely from country to country,
and condticted at the lowest level, rested on the activities of moneylenders.™
These often engaged in commerce,'® but their main business consisted
in changing money and in keeping deposit banks. The recurrent clause in
commercial legal contracts which indicated that repayment had to be done,
*...in pecunia numerata'® in pace et de plano ut bancus..." is indicative of the
wide use of the services of money changers. (Fig. 1)

Fig.1 in pacunia Numerats in pace et e pleno ut bancus

Source: NAV, MS 514/1, n.f., (28.ii.1560).
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Usury - A necessary evil

The loan contract was the most widespread in early modern commerce.
However, when discussing money matters one should not lose sight of the
fact that in the Catholic West the Church did not recognise the legitimacy
of interest.'® All taking of interest tended to be regarded as usurious and no
distinction was made between charitable loans and commercial loans.'? This
fact constituted a serious problem in an age when the Christian church was
at the peak of its power as an institution and its dogma strictly adhered to. 2
Merchants found themselves in an ambivalent position: their profession and
their goals were morally acceptable, but the routine they had to follow to attain
these objectives, especially as sedentary merchants, was condemned.?'

In spite of the fact that during the course of the sixteenth century these
restraints were gradually weakened,” from research carried out at the
Notarial Archives, one may note that even in Malta's case contractors were
very prudent when it came to loan contracts. This is reflected in the recurrent
use of phrases such as '...causa puri veri et amicabilis mutui..." ® '...sine
aliquo usurarum..."** (Fig. 2)

Fig. 2 '...causa puri ven et amicabilis mutui

Source: NAV, MS 514/1, n.f. , (28.ii.1560),

Many a time when concluding a contract interest was included in the total
sum due. The inclusion of interest through this method assured that the
creditor recovered the amount due plus interest without him openly declaring
a profit. However, there were cases wherein, due to commercial litigation,
the contracting parties ended up in front of the state judges, and in such
instances, the debtor usually accused the creditor of making usurious profit
at his expense. A case in point is @ plea which Antonio de Via presented
in front of the judges at the Magna Curia Castellania on 8 January 1564.2
Antonio stated that some years back he had borrowed the sum of a 100
scudi from Pero Mingra, who effected the payment against a contract which

stated that the sum due was that of 110 scudi, thus making a net profit of
10%.% Furthermore, Pero requested Antonio to pledge a slave which would
guarantee payment in case the debtor defaulted in paying. Pero's worries
were not unfounded since Antonio did not effect the requested payment. In
view of this, Pero confiscated the slave and was about to sell her in order to
get his remittance. It was at this point that Antonio presented his appeal in
front of the tribunal, since he stated, Pero was going to sell the slave at half
her price and this would jeopardise his financial position.

It is interesting to note however, that notwithstanding the rigorous teachings
of the church, one may still find loan contracts that did away with the usual
reservations. A case in point is a contract dated 23 February 1540 drawn up by
notary Giuseppe de Guevara. In this contract although Paolo Burlo declared to
have lent 11 uncie to Nicola Saga, it was not specifically stated that this was
an amicable loan. The only condition which was stipulated was that Nicola had
to repay his creditor within a year's time ‘Ut bancus'? In another contract™
Gerardo Rei from Birgu, who was known as ‘the baker’, together with his wife
Palma, were obliged towards Pietro Giovanni Pitre, a French merchant. The
sum in guestion amounted to 50% scud), and since Pitre was absent, notary
Giuseppe de Guevara appeared on his behalf. The debt had to be repaid by
the coming Christmas through the bank and Giorgio Deneapolis from Rome
stood as their surety.® Once again this debitum is presented as a straight loan
without it being disguised behind the usual neutral terms. Although there is
no indication of the payment of interest rates in the contracts, one wonders
whether the phrase censoring usury was purposely left out, or whether this
was just a slip of the pen.

The above quoted contracts reveal a violation of the prohibition of usury.
Howaever, this should not lead us to believe that there were many who
obstinately questioned the teaching of the church.® Evidence of an uneasy
conscience may be attained from the spontanecus restitution of usurious gains
found in.a will®' dated 19 October 1546. In this will Margherita de Russo,*
who was from Syracuse but resided at Birgu, stipulated that she owed Giorgio
de Marimai the sum of 16 scudi, and to Isabella, his wife, another 3 scudi.
This sum was due in view of an amicable loan, and it was further stated, that
she was doing this act for the ‘peace of her conscience.”

It must also be noted that there were innumerable ways of circumventing the
usury prohibition, and from a legal point of view, the merchants had ample
chances to make most of the technicalities.®® Compensation for loans was
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not licit if it translated itself as gain for the lender. However, if it was charged
as a reimbursement for loss or expense, it became licit.*® Interest was
considered as compensation due to a creditor in view of a loss he had incurred
through lending, and therefore it was licit to claim damnum et interesse for
other reasons not inherent in a loan, such as the failure to repay the principal
on maturity.” Thus, the manoeuvring of legal terminology provided the ways
and means by which to procure the much needed advances for commercial
activities.*

A contract highlighting the above principle is that drafted by notary Giuseppe
de Guevara dated 13 November 1540%. This was categorised as debitij
ad cambium, and in it the Maltese Lorenzo Chappara, Dimitrio Frendo and
Michele Frendo, jointly confirmed to have received from Benedicto Petito
and Giuseppe Calafato* the sum of 80 scudi in ‘permutari seu ad cambium’.
They promised to remit the said sum, which they received in doubloons and
gold scudi in the city of Messina, within ten days of their arrival in the said
city with the grippo of Charfuso Bellia. Furthermore, it was stated that if the
debtors fell victims of pirates or were shipwrecked, Lorenzo, Dimitrio and
Michele were to guarantee that the creditor received payment through their
possessions, both present and future. An additional 50 scudi were to be paid
if the stipulated period of payment was exceeded. In this case interest might
well have been disclosed by the fact that additional interest was quoted as
a penalty clause in case of late payment. According to Hunt and Murray, in
certain cases repayment dates were deliberately set earlier than actually
planned in order to assess a charge for 'damages’ and this could well have
been such a case."

Another interesting contract is that drawn up on 9 December 1557.42 What
makes this act stand out from other contracts is the fact that it is one of the
few in which the rate of interest is stipulated. During the sixteenth century,
It was common practice for loans to be repaid by ceding any right of action
against debtors to the creditor. Thus we find that Neb. Giovanni Antonio
de Bendicto from Messina ceded to Nob. Rocco Bottini any right of action
against Lorenzo de Rosa and Giovanni Domenico de Lombardo, who jointly
owed him 19 scudi 11 tareni 8 grani, and also against Antonio de Rosa who
was in debt for the sum of 30 scudi, and Sebastiano de ludica, who in turn
was in debt for 27 scudi 10 tareni 8 grani. The total amount ceded amounted
to 77 scudi 9 tareni 16 grani. Together with this sum 3 scudi 8 tareni 4 grani
were to be repaid in cash. Furthermore, there was to be an interest of 8 scud/
6 tareni (approximately 10%), totalling the whole sum owed, to 90 scudi.

The interest was in respect of fluctuations in the rate of exchange,® since
the payment was to be done in Syracuse within one month from the date
of the contract and six days after Giovanni Antonio’s arrival in the city on
the ship belonging to Francesco de Randazo, in which ship Rocco was also
a shareholder.* It was also stated that on this same ship there was enough
insured merchandise belonging to the debtor to make good for the debt.

Another category of dealers in money very much in the public eye comprised
pawnbrokers. This type of credit was necessary for both the poor as well
as for the highborn who felt the need to maintain a style of life above and
beyond their means. Entrepreneurs and merchants of all stripes frequently
availed themselves of modest short-term advances to cover gaps in their
cash flow and found it profitable to do so. Interest rates were high, mostly
because of the paucity of alternatives. The moneylenders and pawnbrokers
who participated in this business found it attractive enough to bear public
opprobrium and the risk of eternal damnation.*® No risk factor existed in the
case of an illegal loan at interest generally secured on personal property, and
thus it was unequivocally judged sinful by the Church.

Jewish lenders were neither bound by canon law, nor were they prohibited
by their religion from lending money at interest, except to other Jews. In
fact, Davide russo piccolo, who was a Jew, seems to have been a prominent
money-lender during the mid-sixteenth century. Amongst others, ene of his
accomplices is recorded as being Fra. Masse who was said to be in charge of
the slaves. " In a specific court case he testified to have lent 7s to the knight
Bartolomeo Cortes against the pawning of various gold items. The borrower
was tied with an interest of 1t each month for every scudoe lent. In another
instance Fra. Paolo de Loaysa declared that since he needed to borrow some
money he pawned some cloth to the same Jew, who lent him 2 scudi. After
about seventeen days he repaid the amount at a monthly interest rate of 1
tareno per scudo, which had to be paid in full even though the money was
returned prior to the lapse of the month.*” The witness testified that the cloth
had been deposited in the house of the said Masse.

The same debtor declared that he once again reverted to the services of
the Jew, when he needed to borrow 1 scudo. After two days he returned
the money together with an interest of one 'carlino di usura et guagagno’*
Another Jew who is mentioned as a pawn agent and a collaborator of Davide
is Samuele. To this effect, the knight Hieronimo Coronel testified that since
he was in need of money he gave some things for pawning to Samuele, after
which the said Jew brought him 4 scudiless one aquila. The pawned goods
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were left in the hands of the knight San Michele who was to-acquire 1 tareno
per scudo each month.*®

On 17 August 1558 Carlo Lombardo declared that some two years back he
needed to borrow some money to be able to buy wood for the completion
of his ship.” He therefore approached the knight Maimon and offered him
a share in the said vessel. Maimon informed him that he had no money and
instead offered him a black slave which he valued at 60 scudi. Lombardo
testified that this same slave had been bought for a lesser amount of 40
scudi. However, since he was in dire need of money he agreed to draw up a
contract before the notary Giuseppe de Guevara wherein he declared that he
was in debt for 60 scudi which were repayable in nine months’ time. After
the lapse of the prescribed period, Maimon made him pay 5 scudi as interest
and took the capital by taking Lombardo to Court. The Court decreed that the
latter was to pay, and he thus had to give him his house in return for the 40
scudi, even though the house was estimated at more than 100 scudi. The
house was later sold to Narduchio Burlo. In all, Lombardo declared to have
been burdened with expenses and interest amounting to none less than 100
scudi.

In another instance Bendicto Parodi declared that he had received the sum
of 60 scudi ‘secundum formam bulle’?' from the knight Baptista Romano, for
which he had to pay an annual interest of 5 scudi, as per contract registered
in the acts of Nicala de Agatiis. Finding himself in need of more money
Parodi went to the knight Tommaso Strozzi, who lent him another 50 scudi of
which he retained 4 scudi as interest for six months. This makes the interest
rate which i1s stated here stand at 16% of the borrowed capital.* Another
witness, this time the tailor Bartolomeo Guyo, declared that in the year 1547
he received 40 scudi from Fra. Giovanni Serdan Dellas Cortes according to
the Royal Bull. These had been lent at the rate of 10% and the contract was
drawn up by Nicola de Agatiis. In another agreement 20 scudi had been lent
to the said Guyo by the knight Serdan who, according to the said Bull, had
to pay 10% which covered the houses of the said witness. These had been
tied for a period of nine years. The witness said that he knew that Fra. Serdan
had lent about 60 scudi to Lorenzo Zolese, and after their reimbursement he
had lent them to Marietta Scalena. He also lent another 40 scudi to Santoro
Vella's maother and 20 scudi to Gievanni Rusni, as per contract which was
noted in the acts of Carolo Cassia. Furthermore, he pawned some gold and
silver items from the knight Giovannide lcugna for the price of 50 scudiat the
rate of 10% per annum. To cover this loan a polissa had been drawn up in the
presence of the said witness and that of Fra. Giovanni Serdan Dellas Cortes.

Pietro Ros was also involved in dealing with the said knight, and this he did
at the rate of 10%.%

To this effect, we have Ros's testimony in the case. Ros stated that the
knight Tommaso Strozzi had sent some money with Michele Russo's ship
for the acquisition of wheat from Licata. The witness stated that more than a
year earlier he had borrowed about 25 scudi from Strozzi against the payment
of some interest to cover the payment of a default in the consignment of the
said goods.*™ Ros also informed the commissioners that Paoclo Burlo knew
more about the matter. The said witness also stated that on request of a friend
of his, he borrowed from the knight Serdan Dellas Cortes a sum of money
at an interest of 10% according to the Royal Bull, He further stated that on
two other oceasions he borrowed the sum of 150 scudi against the pawning
of some gold items and a polissa. After a year he remitted the capital plus
the interest at the rate of 10% and in doing so recovered the pawned items.
Interestingly enough, Ros once again sought the services of Fra. Serdan,
however the knight informed him that he had now become a commander and
therefore did not need to performn such services.”™ (Fig. 3)

Fig. 3 Signatura of Pletra Aas; confirming his tastrmaony

Source: CEM, AD, MS 38, 1.64.(1558),

Knights like Giovanni Serdan Dellas Cortes, Masse, Maimon, Montalto
and Strozzi seem to have been important links in the pawn market. More
testimonials declaring their invelvement in this network are given even by
merchants such as Antonic Habel and Carlo Lombardo, and by other fellow
knights, amongst whom we find the knight Francesco della Motta, who was
a receiver of the Qrder of St John stationed in Sicily, and who was a prime
contact between Malta and Sicily.®
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The Bill of Exchange

As early asthe twelfth century, and perhaps even earlier, the remittance of
foreign exchange was combined with credit. Since the taking ofinterest was
prohibited, bankers had tofind other ways and means oflending ata profit.
Their favourite method was bymeans ofhbhills ofexchange {cambium per
litteras). By the fourteenth and fifteenth centuries, astandard bill of exchange
was developed and became acommon instrument of credit.

Merchants made deposits in'banche de scritta' run by the money-changers.56
These deposits were redeemable ata future date inanother place and in
another currency.59 The changer had to secure correspondents in other
towns who would honour exchange contracts drawn uponthem and who
in turn would draw upexchange contracts against him.®® Profit was variable
and speculative, depending onthe future exchange rate, and assuch was
concealed inanexchange rate higher than would have prevailed ina cash
transaction."" However, itwas an advantage for the customer to eliminate the
actual transportation ofcoins, since this involved both risk and expense
According todeRoover, interest was undeniably included inthe price ofthe
bill, since loans customarily drew interest." The argument put forward by
merchants tojustify the credit transaction was that an exchange transaction
was not aloan (cambium non est mutuum). They described this transaction
as being either acommutation ofmoneys (permutatiol or abuying and selling
of foreign currency (emptio venditiol.”™ (Fig. 4)

Fig- 4 Eviracl frooifl HmiracT caEegorirod AS cambium tfl [JebrtUTn
Sauna: NAV, It 224/1.1. 81v. (30.vlii.1WO).

The bill of exchange was one ofthe most common financial instruments used
when effecting foreign trading transactions and repaying foreign debts. A case
in point isthat regarding acontract wherein all the contracting parties were
foreigners. Inthis particular contract Giuseppe Bosche, a Catalan merchant

residing in Birgu. appointed Cristofero Roger, a Valencian merchant, to
recuperate 360 florins from Michele deSalvador, who was also a Valencian
merchant. This was tobedone through a bill ofexchange from Hieronimo
Gene another Valencian merchant who was aresident of Palermo.®*

Inyet another contract Blasio Zirenzo from Birgu declared tohave received
8u 'ad cambium' from the city ofSyracuse as part payment ofa larger sum
of money amounting tol5untie b tareni. This amount was due from Stefano
Cesire and was transferred to Don. Antonio de Mazara inrespect of a bhenefice
named Il-Wileg ta' Bir Ghattar®® The transfer was effected through Zirenzo's
procurator Leonardo deParish®® As can beseen from this document, it was
important to maintain contacts with various representatives in different
countries since these greatly facilitated business transactions.

The letter of exchange was quite popular evenamong Knights of the Order, who
were officially prohibited from engaging themselves in monetary transactions
that resulted inusurious profits. However, itseems that, notwithstanding
the restrictions in force, these still managed to pursue various financial
engagements.®’ lIna particular act®® the German knight Conrado Schiualbaer
appointed Fra. Giovanni Francesco della Motta, who was a receiver of the
Order of StJohn stationed in Sicily, as his procurator. The latter was to recover
asum ofmoney from Pietro Sanilia, a Genoese merchant. The outstanding
amount was that of 'scuta auri Italics vulgo nuncupata pistolettP ducento
quinquaginta’.™ which sum had tobepaid byanother merchant, this time a
German one named Agostino Stalburgel, bymeans ofaletter of exchange.

In another deed the knight Hieronimo de Guette ceded any right ofaction he
had against Dino Virgell who was aresident of Palermo, to Marietta La Cuzina,
a Greek lady. The sum due was inrespect of abill of exchange and amounted
to 760''3 florins atthe rate of6 tareni per florin which the debtor had to repay
through aletter ofexchange on 29 January 1562 inPalermo through Fra. Gio.
Francesco della Motta.'' The recurring mention ofFrancesco della Motta's
name invarious exchange contracts makes him one ofthe main contacts
between Malta and Sicily atthe time. (Fig.5}
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