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INTEREST RATES IN MEDIEVAL AND 
RENAISSANCE  EUROPE^ 
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a. Three-month and six-month instruments are quoted from the secondary market on a yield basis: all other instruments are constant-maturity series. 
b. Estimate of the yield on a recently offered, A-rated utility bond with a maturity of 30 years and call protection of five years. 
c. Bond Buyer Index, general obligation. 20 years to maturity, mixed quality. 
d. Rates are the lowest reported during each half century for each type of credit, regardless of location. 
SOURCES: Board of Governors of the Federal Reserve System; and Sidney Homer and Richard Sylla, A History of Interest Rates, 3d ed. New Brunswick, N.J.: 
Rutgers University Press. 1991. 
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The yielcl curve has changecl little 
since last rnonth. Daily :mcl n.eelcly 
shifts ha\-e occurrecl :tt hot11 the 
long ancl short encls, clepencling on 
the market's assessment of the 
economy's strength and the chances 
of the  Federal Iieserve mising or 
lo\vering rates. The closely watchecl 
3-year, 3-month spre:tcl ancl 10-year. 
3-rnonth spreacl staricl at 122 ancl 
164 basis points, respectivel\-. Long 
rates h:lve genesally contin~~ccl [he 
~ ~ p \ v a r d  p:tth t1ie~- began early in the 
year, :lltlioclgh they remain a point 
k~elow the levels of late 109.4 ~uncl 
early 1992. 
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Interest sates can provicle a fasci- 
nating historical perspecti\,e, as 
recorcls for A4eclieval anel Renais- 
sance Europe exist as far hacli as the 
t\velfth century. They can also pro- 
vicle some important lessons h r  
toclay. Even on a long time scale, in- 
terest rates show trenlendo~~s varia- 
tion: One century's average interest 
rate is easily double that of :tnother. 
Great Britain cle~nonstrates that 60 
years of sates near 3% can I)e fol- 
loxvecl l>y 20 years of r;ttes near Soh. 
'I'liese figures should malie :in:ilysts 
tllinli twice Ixfore calling a 7(!4/i, long 
I)oncl Kite "unsustainal~le." 

Still. the clo\vn\varcl trend as Eu- 
rope eleveloped ancl industrializecl 
may presage a pattern for countries 
no\\; going through the same 
process. It is significant that the low- 
est interest rates appear in seven- 
teenth century I-Iollancl, a country 
with :I financial system aclvancecl 
enough that government I~oncls 
(anel tulip lutures) tlxclecl on  :tn es-  
change. The data even hold a warn- 
ing 11bout the clangcrs of inflation: 
The high rates in the sixteenth :tncl 
seventeenth centuries arose from 
the oversilpply of golcl ancl silvcr 
l ) r ~ ~ ~ g h t  l>;lclc fro111 the Ne\\ \Kic)rld. 
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