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This paper

▶ Venetian ducat an international currency
▶ its FX value affected by government’s fiscal stance

▶ deficit monetization reduced its value, stricter stance increased it
▶ first episode (1630) had less impact than second episode (1648–50)

▶ choice of convertibility had limited impact on its value



Context: Banks and Markets

▶ banks
▶ Giro was one of several public banks
▶ motivations: provide a safe and stable asset in a context of fragile private banks and

low-quality coinage
▶ pre-existing ones (including Venice’s Rialto bank) were deposit banks
▶ Giro was different: it turned unsecured government debt into a liquid asset
▶ value propped up by discretionary redemptions (but in what?)

▶ markets

▶ foreign exchange markets where bills were traded

▶ bills on/from Venice quoted in valuta di banco from 1593 (before the Giro)



Banks
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Currencies

▶ coins
▶ gold: ducato d’oro or zecchino (24c since 1252), scudo d’oro (22c since 1528)
▶ large/fine silver: ducato d’argento (from 1561), scudo veneto (from 1578)
▶ small/billon silver: grossa da 20, grossa da 12, minuta

▶ units of account
▶ lira di piccoli (L, tied to small silver coins)
▶ lira di grossi (originally tied to large silver coins, then fixed at L62)
▶ ducato d’oro (originally tied to gold coin, then fixed at L6.2) or ducato corrente
▶ moneta di zecca (originally tied to the large silver coins)
▶ ducato di banco (originally tied to moneta di zecca, then to moneta corrente)

▶ in what sense is the one ducato that is an international currency?
▶ how to measure the value of the ducato di banco?

▶ ideally the agio, but there are too few quotations
▶ alternative: foreign exchange rates (from listini)



Exchange rates
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Venice in Bisenzone
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Fiscal Dominance

▶ empirical method: regress change in exchange rate on stock

▶ one can also look at real balances



Real Balances
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Fiscal Dominance

▶ familiar pattern from later episodes (British Suspension, greenbacks)
▶ most of the time, nominal balances around D800,000

▶ considered the prudent level
▶ two major exceptions (and only two): plague of 1630, Turkish War of 1648–50
▶ different effect: time trend or just different shocks?

▶ wars much more open-ended



Conclusion

▶ “fiscal dominance”: is that the right framework (only one authority here)

▶ Giro episode one of many in centuries-long process of learning hos to manage a
currency

▶ particularly interesting because it’s one of the first
▶ but Venice had done something similar with copper coinage in its colonies in 15th c

▶ clearly Venice had learned how to manage it, by staying on a small scale
▶ not that convertibility doesn’t matter, but it can be mimicked

▶ lingering questions
▶ why the D800,000 ceiling?
▶ why did merchants insist on convertibility in 1666?
▶ more details on the fiscal stance?


