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What does the Catholic Church teach about Usury?
Usury
http://www.newadvent.org/cathen/15235c.htm 
Catholic Encyclopedia

In the article INTEREST we have reserved the question of the lawfulness of taking interest on money lent; we have here to consider first, usury as condemned by all honest men.
Plato (Laws, v. 742) and Aristotle (Politics, I, x, xi) considered interest as contrary to the nature of things; Aristophanes expressed his disapproval of it, in the "Clouds" (1283 sqq.); Cato condemned it (see Cicero, "De officiis, II, xxv), comparing it to homicide, as also did Seneca (De beneficiis, VII, x) and Plutarch in his treatise against incurring debts. So much for Greek and Roman writers, who, it is true, knew little of economic science. Aristotle disapproved of the money trader's profit; and the ruinous rates at which money was lent explain his severity. On the other hand, the Roman and Greek laws while considering the mutuum, or loan for consumption, as a contract gratuitous in principle, allowed a clause, stipulating for the payment of interest, to be added to the bond. The Law of the Twelve Tables allowed only unciarium fenus, probably one-twelfth of the capital, or 8.33 per cent. A plebiscitum, lex Ganucia, 412 a.u.c. went so far as to forbid all interest whatever, but, at a later period, the Roman law allowed interest at 1 per cent monthly, or 12 per cent per annum. Justinian laid down as a general rule that this maximum should be reduced by half (L. 26, I, c. De usuris, IV, 32). Chaldea allowed interest on loans (cf. Law of Hammurabi, 48 sqq.). No absolute prohibition can be found in the Old Testament; at most, Exodus 22:25, and Deuteronomy 23:19-20, forbid the taking of interest by one Jew from another.

In the Christian era, the New Testament is silent on the subject; the passage in St. Luke (vi, 34, 35), which some persons interpret as a condemnation of interest, is only an exhortation to general and disinterested benevolence. A certain number of authors, among them Benedict XIV (De synodo diocesana, X., iv, n. 6), believed in the existence of a Patristic tradition which regarded the prohibitory passages of Holy Scripture as of universal application. Examination of the texts, however, leads us to the following conclusions: Until the fourth century all that can be inferred from the Fathers and ecclesiastical writers is that it is contrary to mercy and humanity to demand interest from a poor and needy man. The vehement denunciation of the Fathers of the fourth and fifth centuries were called forth by the moral decadence and avarice of the time, and we cannot find in them any expression of a general doctrine on this point; nor do the Fathers of the following centuries say anything remarkable on usury; they simply protest against the exploitation of misfortune, and such transactions as, under the pretence of rendering service to the borrower, really threw him into great distress. The question of moderate rates of interest seems scarcely to have presented itself to their minds as a matter of discussion. The texts bearing on the question are collected in Vermeersch, "Questiones morales de justitia" II, n. 359. The councils condemned in the first place clerics who lent money at interest. This is the purpose of the 44th of the Apostolic Canons; of the Council of Arles (314), and of the 17th canon the First Council of Nicæa (325). It is true that a text of the Council of Elvira (305 or 306) is quoted which, while ordering the degradation of clerics, would also have punishment inflicted on laymen, who obstinately persisted in usurious practices; but the mention of layman is of extremely doubtful authenticity. It may then be said that until the ninth century canonical decrees forbade this profit, shameful as it was considered, only to clerics.

Nevertheless, the 12th canon of the First Council of Carthage (345) and the 36th canon of the Council of Aix (789) have declared it to be reprehensible even for laymen to make money by lending at interest. The canonical laws of the Middle Ages absolutely forbade the practice. This prohibition is contained in the Decree of Gratian, q. 3, C. IV, at the beginning, and c. 4, q. 4, C. IV; and in 1. 5, t. 19 of the Decretals, for example in chapters 2, 5, 7, 9, 10, and 13. These chapters order the profit so obtained to be restored; and Alexander III (c. 4, "Super eo", eodem) declares that he has no power to dispense from the obligation. Chapters 1, 2, and 6, eodem, condemns the stratagems to which even clerics resorted to evade the law of the general councils, and the Third of the Lateran (1179) and the Second of Lyons (1274) condemn usurers. In the Council of Vienne (1311) it was declared that if any person obstinately maintained that there was no sin in the practice of demanding interest, he should be punished as a heretic (see c. "Ex gravi", unic. Clem., "De usuris", V, 5).

It is a curious fact that for a long time impunity in such matters was granted to Jews. The Fourth Council of the Lateran (1215), c. 27, only forbids them to exact excessive interest. Urban III, c. 12, "De usuris" (V. 19) and St. Louis in twenty-three of his regulations extended the prohibition to the Jews. 
With the exception of c. 27 of the Fourth Council of the Lateran, we know of no canon law which takes into consideration the question of moderate interest; and canon law nowhere states distinctly that interest is, under any circumstances whatsoever, contrary to justice.

Theologians and canonists of the Middle Ages constructed a rational theory of the loan for consumption, which contains this fundamental statement: The mutuum, or loan of things meant for immediate consumption, does not legalize, as such, any stipulation to pay interest; and interest exacted on such a loan must be returned, as having been unjustly claimed. This was the doctrine of St. Thomas and Scotus; of Molina, Lessius, and de Lugo. Canonists adopted it as well as the theologians; and Benedict XIV made it his own in his famous Encyclical "Vix pervenit" of 1 November, 1745, which was promulgated after thorough examination, but addressed only to the bishops of Italy, and therefore not an infallible Decree. On 29, July, 1836, the Holy Office incidentally declared that this Encyclical applied to the whole Church; but such a declaration could not give to a document an infallible character which it did not otherwise possess. The schismatic Greeks, at least since the sixteenth century, do not consider the taking of interest on loans as intrinsically bad.

While Luther, Melanchthon, and Zwingli condemned loaning for interest, Calvin permitted interest on money advanced to rich persons; his disciple Salmasius gave effect to this opinion by a systematic code of rules. By degrees a certain number of Catholic writers relaxed their severity. Scipio Maffei, a friend of Benedict XIV, wrote a celebrated treatise, "Dell' impiego del danaro", to justify an opinion which in this matter resembles that of Calvin. Economists generally uphold the theoretical lawfulness of interest on loans. For a long time civil law was in agreement with canon law; but as early as the sixteenth century, Germany allowed interest at 5 percent; in France, on the contrary, interest on loans was forbidden until the Decree of 2 and 3 October, 1789. Contemporary laws always consider the loan for consumption as gratuitous in principle, but allow a stipulation for the payment of interest to be added. In modern legislation two questions remain to be decided:

(whether it is desirable to establish a maximum legal rate; and

(by what means usurious exactions may be prevented.

The Holy See admits practically the lawfulness of interest on loans, even for ecclesiastical property, though it has not promulgated any doctrinal decree on the subject. See the replies of the Holy Office dated 18 August, 1830, 31 August, 1831, 17 January, 1838, 26 March, 1840, and 28 February, 1871; and that of the Sacred Penitentiary of 11 February, 1832. These replies will be found collected in "Collectio Lacensis" (Acta et decreta s. conciliorum recentiorum), VI, col. 677, Appendix to the Council of Pondicherry; and in the "Enchiridion" of Father Bucceroni.
Everyone admits that a duty of charity may command us to lend gratuitously, just as it commands us to give freely. The point in question is one of justice: Is it contrary to the equity required in mutual contracts to ask from the borrower interest in addition to the money lent? It may be remarked that the best authors have long since recognized the lawfulness of interest to compensate a lender for the risk of losing his capital, or for positive loss, such as the privation of the profit which he might otherwise have made, if he had not advanced the loan. They also admit that the lender is justified in exacting a fine of some kind (a conventional penalty) in case of any delay in payment arising from the fault of the borrower. These are what are called extrinsic grounds, admitted without dispute since the end of the sixteenth century, and justifying the stipulation for reasonable interest, proportionate to the risk involved in the loan. Another discussion, which has not been closed, but only suspended, relates to the question whether the civil law creates a new and real title, whether the State can, in order to extend and promote credit for the good of the community, permit interest on loans. We think it can. But there will scarcely be any need for such a law except in circumstance which already justify the general practice of lending for interest. (On these extrinsic rights see: Funk, "Geschichte des kirchlichen Zinsverbotes"; Lehmkuhl, "Theologia moralis", I, n. 1306 sqq., 11th ed.)

The precise question then is this: if we consider justice only, without reference to extrinsic circumstances, can the loan of money, or any chattel which is not destroyed by use, entitle the lender to a gain or profit which is called interest? To this question some persons, namely the economists of the classic school, and some Catholic writers, answer "yes, and always"; others, namely Socialists and some Catholic writers, answer, "no, never"; and lastly some Catholics give a less unconditional answer, "sometimes, but not always"; and they explain the different attitudes of the Church in condemning at one time, and at another authorizing, the practice of taking interest on loans, by the difference of circumstances and the state of society.

The principal argument in favour of the first opinion is that the lender does the borrower a service which should be paid for. This is, of course, a materialistic view of human service, which when rendered in a spirit of active benevolence is repaid by gratitude: only onerous service, which costs or represents some trouble or privation, is sold or hired for money. Now, at times when opportunities for investing money in commercial undertakings or converting it into revenue-producing property were comparatively rare, a loan made to a solvent person, instead of being onerous to the lender, was rather an advantage, in giving him full security for his money, for the borrower insured him against its accidental loss. And we have just shown that the loan of things for immediate consumption was not, as such, a source of revenue. Father Ballarini (Opus morale, III, pt. III, ii) thought that the justice or injustice of taking interest depends on one's intention; thus, we may give credit gratuitously, or we may give the use of our money for a consideration. In the first case the contract is essentially gratuitous; and as formerly this gratuitous contract was the ordinary practice, the Church was opposed to all claim of interest. However, as the use of money has its value, like the use of anything else, the Church on this ground at the present day permits the lending of money for interest. In spite of the assent of many authors to this explanation, we do not approve it. 
In Roman Law, gratuitousness was not essential to the mutuum, but only presumed in the absence of any stipulation to the contrary. Persons who openly or secretly demanded interest proved conclusively that they were not actuated by motives of benevolence; and the Church, in condemning them, did not raise the question of their intention. The answer to Ballerini is that rent is a price paid for the use of a thing not destroyed by use. The expenditure of money may be productive, and the person lending money and so depriving himself of profit may claim a compensation for that privation; but this is a question of extrinsic circumstances, not of justice itself.

Others with Claudio-Jannet (Le capital, la spéculation et la finance, iii, II and III) distinguish between the loan for consumption and the loan for production: we may ask interest from the borrower who takes money or credit in order to produce or gain money; but not from one who borrows under pressure of necessity, or for some unproductive expenditure. The increased frequency of loans for production considered in the connection with the different extrinsic circumstances would seem to justify the demand for interest on such loans at the present day. In a spirit that is not irreconcilable with the rulings of the Fathers in the matter, this system contains this element of truth, that the lender of a sum of money which is intended for productive use may refuse to lend except on condition of being made a partner in the undertaking, and may claim a fixed interest which represents that share of the profit, which he might reasonably expect to receive. The system, nevertheless, is formally condemned by the Encyclical "Vix pervenit", and contradicts the principle of the just value; it tends in fact to make the borrower pay the special advantage, while the compensation is regulated by the general advantage procured by the possession of a thing, not by the special circumstances of the borrower. Others justify the existing practice by a presumption of extrinsic circumstances, which is confirmed, according to some persons, by the permission of the civil law. This explanation appears to us to be unsatisfactory. The extrinsic circumstances do not always exist, while we can always lend at interest, without any scruple on the score of justice. And what is there to show that modern legislators pass laws merely to quiet men's consciences?

But we may correct this last opinion by the aid of the general principles of contractual justice; and we shall then more fully understand the strictness of the laws of earlier times, and the greater liberty allowed at the present day. The just price of a thing is based on the general estimate, which depends not in all cases on universal utility, but on general utility. Since the possession of an object is generally useful, I may require the price of that general utility, even when the object is of no use to me. There is much greater facility nowadays for making profitable investment of savings, and a true value, therefore, is always attached to the possession of money, as also to credit itself. A lender, during the whole time that the loan continues, deprives himself of a valuable thing, for the price of which he is compensated by the interest. It is right at the present day to permit interest on money lent, as it was not wrong to condemn the practice at a time when it was more difficult to find profitable investments for money. So long as no objection was made to the profitable investment of capital in industrial undertakings, discouragement of interest on loans acted as an encouragement of legitimate trade; it also led to the creation of new contractual associations, such as insurance companies, which give a reasonable hope of gain without risk. The action of the Church has found distinguished defenders, even outside her own pale, among the representatives of contemporary economic science. We may mention three English authors: Marshall, professor of political economy at the University of Cambridge (Principles of Economics, I, I, ii, secs. 8 etc.); Ashley, professor at the new University of Birmingham (An Introduction to English Economic History and Theory, I, I, i, sec. 17); and the celebrated historian of political economy, Professor Cunningham (Growth of English Industry and Commerce, I, II, vi, sec. 85, third edition). Even at the present day, a small number of French Catholics (Abbé Morel, "Du prêt à intéret"; Modeste, "Le prêt à intérêt, dernière forme de l'esclavage") see in the attitude of the Church only a tolerance justified by the fear of greater evils. This is not so. The change in the attitude of the Church is due entirely to a change in economic matters that require the present system. The Holy See itself puts its funds out at interest, and requires ecclesiastical administrators to do the same. One writer, Father Belliot of the friars minor, denounces in loans for interest "the principal economic scourge of civilization", though the accumulation of wealth in the hands of a few capitalists, which he deplores so much, does not arise so much from lending money at proper interest as from industrial investments, banking operations, and speculations, which have never been condemned as unjust in principle. There has never been at any time any prohibition against the investment of capital in commercial or industrial undertakings or in the public funds.

Lending money at interest gives us the opportunity to exploit the passions or necessities of other men by compelling them to submit to ruinous conditions; men are robbed and left destitute under the pretext of charity. Such is the usury against which the Fathers of the Church have always protested, and which is universally condemned at the present day. Dr. Funk defined it as the abuse of a certain superiority at the expense of another man's necessity; but in this description he points to the opportunity and the means which enable a man to commit the sin of usury, rather than the formal malice of the sin itself. It is in itself unjust extortion, or robbery. The sin is frequently committed. In some countries are found the exaction of interest at 30, 50, 100 percent and more. The evil is so great in India that we might expect legal provisions to fight against such ruinous abuse. The exorbitant charges of pawnbrokers for money lent on pledge, and, in some instances, of persons selling goods to be paid for by installments, are also instances of usury disguised under another name. As a remedy for the evil, respectable associations for mutual lending have been instituted, such as the banks known by the name of their founder, Raiffeisen, and help has been sought from legislators; but there is no general agreement as to the form which legislation on this subject should take.

The Red Herring of Usury
https://www.catholicculture.org/culture/library/view.cfm?recnum=646
By David J. Palm, This Rock magazine, September 1997

When the subject of an infallible magisterium comes up, someone always raises the question of usury. Non-Catholics and certain Catholics claim that the Church has contradicted its own teaching on usury. Secular critics tout this as a deathblow to the Church's claim to infallibility. Protestants and rationalists point to usury as a case where the Church made infallible pronouncements on moral conduct, then had to eat its words—where the Church had, in short, proved wrong. The usury rule was, for these literal of the ancient texts, the classic example of ? and disproved forever the Church's vaunted claim to be the infallible arbiter of morals.
More recently even some Catholics have cited usury as an area in which the Church's teaching has flip-flopped. Fr. Richard McBrien, in his massive Catholicism, attempts to legitimate dissent from the Church's teaching on contraception by arguing that "the official Church has changed teachings in other matters—e.g., religious liberty and usury (2:1010, 1981 edition). McBrien cites the scholarly work of John Noonan in support of this view of usury. In a now famous article, "Authority, Usury, and Contraception" (Cross Currents, Winter 1966), Noonan compares the teaching on usury and contraception through the centuries draws two conclusions. He seeks to demonstrate that was strongly and consistently prohibited by the magisterium of the Church, whereas the prohibitions against contraception were less frequent, although still present. He also that the Church's teaching on usury has changed with changing circumstances and that we should expect the same possibility for its teaching on contraception.

Noonan is correct that the Church consistently condemned usury in the most official way. For example, Canon 13 of the Second Lateran Council (1139) says: "Furthermore we condemn that practice accounted despicable and blame worthy by divine and human laws, denounced by Scripture in the Old and New Testaments, namely, the ferocious greed of usurers; and we sever them from every comfort of the Church, forbidding any archbishop or bishop, or an abbot of any order whatever or anyone in clerical orders, to dare to receive usurers, unless they do so with extreme caution; but let them be held infamous throughout their whole lives and, unless they repent, be deprived of a Christian burial."

Similarly, Canon 25 of the Third Lateran Council (1179) says, "Nearly everywhere the crime of usury has become so firmly rooted that many, omitting other business, practice usury as if it were permitted and in no way observe how it is forbidden in both the Old and New Testament. We therefore declare that notorious usurers should not be admitted to communion of the altar or receive Christian burial if they die in this sin." And Canon 29 of the Council of Vienne (1311) says, "If indeed someone has fallen into the error of presuming to affirm pertinaciously that the practice of usury is not sinful, we decree that he is to be punished as a heretic."

These injunctions were approved by many popes, including Alexander III, Gregory IX, Urban III, Innocent III, and Clement V The teaching of the Church condemning usury is unambiguous, binding, and irrevocable. (Noonan is right, I think, to insist that if anything has been infallibly defined in the Church by both popes and councils, the condemnation of usury certainly has. There have been so many solemn decrees on the matter that to argue, as some have, that the technicalities of an infallible teaching have not been met, or that the prohibitions against usury are only disciplinary and not doctrinal, is an exercise in special pleading [Noonan, 61-3].)

But just what is usury? This is the crux of the matter. First, let's be clear about what usury is not. It is not, as many people think, exorbitant interest on a loan. All parties in this discussion are agreed that the rate of interest has nothing to do with whether a loan is usurious (Noonan, 56). So what is it? Noonan argues that usury is the taking of any interest on any sort of loan. He claims that the condemnation of usury, so defined, is the teaching of Scripture and that this biblical principle was taken up by the Church Fathers and later codified in the Church's official teaching: "The teaching on usury of the Old Testament was explicitly confirmed by the New Testament. The text of the Vulgate was clear and phrased with legal exactness to condemn all profit on a loan: Mutuum date, nihil inde sperantes, 'Lend hoping nothing thereby.' The words were taken to be an express commandment. They were taken [by the early Church] as the words of the Lord himself. Absolutely, unequivocally, without exception, all return on a loan was condemned" (ibid. 57).

If this is the correct definition of usury, then we do have a contradiction in the Church's teaching and practice. (The 1911 Code of Canon Law, for example, required Catholic institutions to keep operating funds on deposit at interest.) But is Noonan's definition correct? Let's do a bit of investigation.

In the Old Testament the injunctions against interest-taking fall generally into three classes.

First, passages such as Exodus 22:25 and Leviticus 25:35-38 command that the poor among the Israelites are to receive interest-free loans, out of compassion and mercy.

The second group of texts is illustrated by Deuteronomy 23:19-21: "You shall not charge interest to your countrymen: interest on money, food, or anything that may be loaned at interest. You may charge interest to a foreigner, but to your countryman you shall not charge interest, so that the Lord your God may bless you in all that you undertake in the land which you are about to enter to possess." Here the principle of interest-free loans is extended to embrace all of Israel (and would include those non-Jews who are living under Israel's protection). But notice that the Scripture also says, "You may charge interest to a foreigner," indicating that interest-taking is not presented as inherently evil or sinful.

Finally, the third group of texts (Ezek. 18:13, 17, Jer. 15:10, Prov. 28:8) condemn the greed of the rich, who oppress the poor by, among other things, exacting interest which the unfortunate are unable to pay.

So in the Old Testament we have specific prohibitions against Israelites taking interest on loans to other, poor Israelites, or more generally to any Israelites, but this prohibition does not constitute an absolute prohibition against all interest-taking; in fact, we have explicit testimony that interest is not completely forbidden. 
The larger ethical issue of the morality of interest-taking is not addressed in the Old Testament. Rather, "interest was viewed only as a problem of social justice. The problem of commutative justice, i.e., of equivalence of value in an exchange of present for future goods, remained quite untouched" (Thomas F. Divine, S.J., Interest, 10).

In the New Testament the situation is much the same. The Lord urges compassion and generosity from his people in lending: "Give to him who asks of you, and do not turn away from him who wants to borrow from you" (Matt 5:42). So too our Lord says, "And if you lend to those from whom you expect to receive, what credit is that to you? Even sinners lend to sinners, in order to receive back the same amount. But love your enemies, and do good, and lend, expecting nothing in return; and your reward will be great, and you will be sons of the Most High; for he himself is kind to ungrateful and evil men" (Luke 6:34).

Situated here, in the Sermon on the Mount, this passage is clearly an appeal for Christian generosity; but it says nothing of the intrinsic morality of interest-taking. In fact, in the Parable of the Talents, our Lord chides the lazy servant who failed to receive any return on his master's money: "You ought to have put my money in the bank, and on my arrival I would have received my money back with interest" (Matt 25:27; cf. Luke 19:23). The Lord Jesus himself is the "master" in this parable, and it is impossible that he would place in his own mouth an injunction for his servant to do something intrinsically immoral. So here, as in the Old Testament, the New Testament urges generosity and freedom in lending, especially to the poor, but fails to support the blanket condemnation of all interest posited by Noonan. Indeed Noonan passes over in silence the parts of Scripture that indicate that interest-taking is not inherently immoral.

The Church Fathers were concerned, as is Scripture, to protect the poor from the rapacity of the rich who oppressed them through interest-taking, but they stopped short of categorically labeling all taking of interest as intrinsically immoral. As the Jesuit Thomas F. Divine says, "In the writings of the early Fathers, we find only reiterations of the scriptural precepts that it is contrary to charity and mercy to exact usury of the poor, without any intimation that these precepts imply a universal prohibition" (Divine, 26).

The Catholic Encyclopedia says that until the fourth century all that can be inferred from the writings of the Fathers and ecclesiastical writers is that it is contrary to mercy and humanity to demand interest from a poor and needy man. The vehement denunciations of the Fathers of the fourth and fifth centuries were called forth by the moral decadence and avarice of the time, and we cannot find in them any expression of a general doctrine on this point; nor do the Fathers of the following centuries say anything remarkable on usury; they simply protest against the exploitation of misfortune and against transactions that, under the pretence of rendering service to the borrower, really threw him into great distress.

The Church Fathers, like the authors of Scripture, are not intent on presenting an analysis of the morality of interest taking. But there is an added development in the patristic writings: "Where the problem of commutative justice is touched, it is practically always with respect to conditions such as these in which money is 'idle' and unfruitful, and usury is defined as anything (whether of money or of any other commodity) in excess of the amount advanced to the borrower" (Divine, 33).

It is a bit hard for us to understand, but, during the greater portion of antiquity, economies were characterized by a lack of competitive markets and thus few opportunities for investment. Money itself was considered primarily a medium of private and not commercial exchange. As Joseph Rickaby says of the Middle Ages (and his comments apply to much of antiquity as well): "In those days land was hard to buy, agriculture backward, roads bad, seas unnavigable, carrying-trade precarious, messages slow, raids and marauders frequent, population sparse, commerce confined to a few centers, mines unworked, manufactures mostly domestic, capital as yet unformed. Men kept their money in their cellars or deposited it for safety in religious houses … They took out coin as they wanted it to spend on housekeeping, or on war, or on feasting. It was very hard, next to impossible, to lay out money so as to make more money by it. Money was in those days really barren" (Moral Philosophy, 261).

During the Scholastic period of the Middle Ages, many issues, including the question of the morality of interest-taking, were subjected to more detailed analysis. On what specific principles is interest-taking moral or immoral? This was at the heart of the question of usury. Eventually the morality of interest-taking came to be understood as intrinsically bound up in the nature of the thing lent and the impact (or lack thereof) on the person lending it. It is immoral to take interest on the loan of a thing that is completely consumed by its use, for which one has no other use, and for which one incurs no loss by lending it.

The New Catholic Encyclopedia elaborates on the technical definition of usury as it came to be used in the Middle Ages and thus in the formal conciliar texts of the Church: "From the Latin usura, usury originally meant a charge for a loan of a fungible, i.e., perishable, nonspecific good, whose use consisted of its consumption. Such a loan was called a mutuum. Money, considered to be 'consumed' in the process of exchange for other goods, was classified as a fungible good. And as a money loan became the most common form of loan of this type, usury came to signify a charge for the use of money. Only after repeal of the laws prohibiting interest (usury in the above sense) and the establishment of legal rates did usury assume its present meaning of a charge for a money loan that is exorbitant or exceeds the legal rate."

As we have seen, money itself was considered "barren," since there were only two licit things one could do with it: spend ("consume") it or hoard it. The Catholic Encyclopedia explains: "Money [in the early Middle Ages] was considered a fungible good since, once it was exchanged for other goods, its use ceased to exist for the borrower." (In civil law, goods are considered "fungible" if one unit of them can replace any other unit, such as in paying a debt. The term may be applied to things other than money, such as bushels of wheat or bales of cotton, provided they may be used interchangeably as a means of exchange and that their value is consumed by their use.)

One can lend money at interest, but in lending such money the lender is guilty of usury: "Apart from risk of non-repayment, to take interest for money that you had no use for but to hoard was getting 'a breed of barren metal.' 
It was taking up what you laid not down; it was making profit out of your neighbor's need, or your neighbor's gain, where there was no corresponding need unsatisfied, or gain forfeited, on your part" (Rickaby, 261).

As these ethical and economic principles became fully appreciated, and as civilization progressed, it became clear that money in more modern economies—with competitive markets and almost unlimited opportunities for profitable ("fruitful") investment—did not suffer from the same tendency to be "unfruitful" as it had before. In the face of this change, the Church defined what is meant by usury. Session X of the Fifth Lateran Council (1515) gave its exact meaning: "For that is the real meaning of usury: when, from its use, a thing which produces nothing is applied to the acquiring of gain and profit without any work, any expense or any risk."

So too, Pope Benedict XIV in his encyclical Vix Pervenit, says: "The nature of the sin called usury has its proper place and origin in a loan contract [mutuum]. This financial contract between consenting parties demands, by its very nature, that one return to another only as much as he has received. The sin rests on the fact that sometimes the creditor desires more than he has given. Therefore he contends some gain is owed him beyond that which he loaned, but any gain which exceeds the amount he gave is illicit and usurious."

Note again that a mutuum is "a loan of a fungible, i.e., perishable, nonspecific good, whose use consisted of its consumption" (New Catholic Encyclopedia). But at present the choice for one's money in our world-economy is never simply between spending and hoarding, for money can always been invested in any number of genuinely profitable ("fruitful") enterprises. There is much greater facility nowadays for making profitable investments of savings, and a true value, therefore, is always attached to the possession of money, as also to credit itself. A lender, during the whole time that the loan continues, deprives himself of a valuable thing, for the price of which he is compensated by the interest. It is right at the present day to permit interest (which is different from usury) on money lent, as it was not wrong to condemn the practice at a time when it was more difficult to find profitable investments for money.

Money is no longer a barren thing in itself, and thus the loan of money at interest is not usurious. Rickaby sums up the correct view of usury nicely: "[I]t is usury to take any interest at all upon the loan of a piece of property, which (a) is of no use except to be used up, spent, consumed; (b) is not wanted for the lender's own consumption within the period of the load; (c) is lent upon security that obviates risk; (d) is so lent that the lender forgoes no occasion of lawful gain by lending it" (Rickaby, 258).

Due to advances in transportation, communications and generally expanding economies, the nature of money itself has changed in the course of time. A loan that was usurious at one point in history, due to the unfruitfulness of money, is not usurious later, when the development of competitive markets has changed the nature of money itself. But this is not a change of the Church's teaching on usury. Today nearly all commercial transactions, including monetary loans at interest, do not qualify as usury. This constitutes a change only in the nature of the financial transaction itself, not in the teaching of the Church on usury. "Still she maintains dogmatically that there is such a sin as usury, and what it is, as defined in the Fifth Council of Lateran "(ibid. 263).

Usury and the Love of Money
http://www.unamsanctamcatholicam.com/social-teaching/economics/92-social-teaching/economics/385-usury-and-the-love-of-money.html 
By James Larson, 2008

A friend of mine who is adept in Catholic apologetics recently remarked to me that there is one accusation hurled at Catholics for which he had never been able to find an effective reply: namely, that the Church has changed its teaching on usury. Having since then examined this question in more depth I have found that the problem is only exasperated by the fact that those who should know how to counter this accusation almost invariably give us answers which seem designed to make us look foolish as Catholics. A very good example of such an “embarrassing argument” is given to us by Father William B. Smith in his “Questions Answered” column in the June, 2003 issue of Homiletic and Pastoral Review. In his reply to the question, “Does the Church still have a teaching on usury?” he quotes Germain Grisez (Living Christian Life vol.2, pp.833-34):
“Lending money at interest raises a special question due to the historical controversy over usury. Church teaching condemned usury, and a superficial reading of economic history suggests that usury referred in earlier times to what today is called ‘interest.” However, money itself no longer is what it once was. Thus, while the Church’s teaching of earlier times remains true, today it can be just to charge interest on a loan."
Now if I or my friend were to proffer such a reply to our Protestant or liberal Catholic antagonist, I would suspect they might reply: “If money is no longer what it once was, is it just possible that marriage and the married act are not what they once were. Might it now be just, therefore, under our new understanding of what true love is all about, to permit divorce, re-marriage, sex outside of marriage, and homosexual marriages?” And despite the fact that there are some very real distinctions to be made between the “use” of money and the “use” of human sexuality, I suspect that we would have difficulty coming out of such a conversation without a great deal of deserved egg all over our faces.
Nor does a wider perusal of writings on this subject necessarily bring much clarity to the subject. I have in my possession seven books on usury (only one being of post-Vatican II vintage), and I believe that I can accurately say that none of them can provide a clear (not even to speak of definitive) judgment on the moral licitness of something even so simple as a car loan taken with interest. This seems truly extraordinary, since any reading of the vehement condemnations which are hurled against the practice of usury by Scripture, the early Church Fathers, and even Church Councils would seem to indicate that there must exist a very clear doctrinal basis for such judgments and their applications.

As is so frequently the case, the best place to start in our attempt to attain to the truth in this matter is St. Thomas – this so because, in the words of Pope Pius XI, “the Church has adopted his philosophy for her own” (encyclical Studiorum Ducem, 11). “Thomas”, according to Pius XI, “wrote under the inspiration of the supernatural spirit which animated his life; and his writings, which contain the principles of, and the laws governing, all sacred studies, must be said to possess a universal character (Ibid).” And lest we think that such a mundane subject as money and its use do not fall under the category of “sacred studies” over which St. Thomas’s teaching is given dominion, the Pope writes the following: 
“He also composed a substantial moral theology, capable of directing all human acts in accordance with the supernatural last end of man. And as he is, as We have said, the perfect theologian, so he gave infallible rules and precepts of life not only for individuals, but also for civil and domestic society which is the object also of moral science, both economic and political. Hence those superb chapters in the second part of the Summa Theologica on paternal or domestic government, the lawful power of the State or the nation, natural and international law, peace and war, justice and property [within which are the chapters on unjust profit and usury], laws and the obedience they command, the duty of helping individual citizens in their need and cooperating with all to secure the prosperity of the State, both in the natural and the supernatural order." (Ibid. #20).
So, let us carefully look at St. Thomas’ infallible rules in regard to justice and property, usury and the “use” of money. I would ask the reader, while meditating upon the teaching of St. Thomas, to keep in mind Mr. Grisez’s statement that “however, money itself no longer is what it once was.” Over and over again when reading modern (and I use the word loosely to encompass approximately the past 250 years) discussions of usury one encounters this notions that somehow things are now different – money is different, modern economies are different – and that somehow this “difference” makes what now might appear to be usurious and sinful not the same thing as it once was.
St. Thomas tells us that money is simply a medium of exchange for real goods. It is nothing in itself. To love it is therefore quite literally to love nothing of substance (it is, in fact, an all too human attempt to make substance out of nothing – an act which comes perilously close to mimicking God’s act of creating things out of nothing). The following is from the Summa Theologica (II-II, Q. 78, a.1):
“To accept usury for the loan of money is in itself unjust; because this is selling what does not exist, and must obviously give rise to inequality, which is contrary to justice. For the better understanding of this point it should be noted that there are some things whose use lies in their consumption: as, for example, wine is consumed when it is used as drink, and wheat is consumed when it is used for food. In such cases the use of the thing and the thing itself cannot be separately taken into account, so that whenever the use of the thing is granted to someone the thing itself is given at the same time. For this reason ownership is transferred by a loan in such cases. If a man were to sell separately both the wine and the use of the wine he would be selling the same thing twice over; that is he would be selling what does not exist: and he would clearly be sinning against justice. For the same reason he commits an injustice who requires two things in return for the loan of wine or wheat, namely the return of an equal quantity of the thing itself and the price of its use. This is what is called usury." [And we must add, it is now called “interest”].
There are other things whose use does not lie in the consumption of the thing itself; as for instance the use of a house, which lies in the living in it and not in its destruction [or consumption]. In such cases both the use and the thing itself can be separately granted; as when, for instance, someone passes the ownership of a house to another, but reserves to himself the right to live there for a certain time; or on the other hand when someone grants the use of a house to another, reserving to himself its ownership. For this reason it is permissible for a man to accept a price [rent] for the use of a house, and in addition to sell the freehold of the house itself, as is clear in the sale and leasing of houses.
Now money, according to the Philosopher [Aristotle] Ethics (V,5) and Politics (I,3), is devised mainly to facilitate exchange; and therefore the proper and principal use of money lies in its consumption or expenditure in the business of exchange. For this reason, therefore, it is wrong to accept a price, or money [interest], for the use of a sum of money which is lent.”
To summarize: money is simply a medium of exchange for real goods. It has no intrinsic value in itself. It is among those things which are called “consumptives” (these things are called “fungibles” by theologians and by canon law) whose use cannot be separated from their substance. In other words, they are used by being consumed. With non-fungible things like houses or horses one may legitimately sell their use separate from their substance; with things like food or money to charge an additional price (and we should make it clear here that we are here speaking of interest – let us not be confused by the attempt to whitewash the word “usury” by calling it “interest”) for their use over and above their substantive value is to engage in usury. In other words, one is basically selling or charging for what does not exist – the use of the thing separate from its consumption – and such a thing amounts to selling the same thing twice, and engaging in usury. By doing so the usurer is making money fruitful in a way which is profoundly against the commandment of God. 
It certainly is easy for us to understand that when money is simply a medium of exchange, and its value simply accords with the real value of real goods, it would be downright foolish to “love money.” But when money is elevated to a thing which can become fruitful (a non-consumptive good) then money takes on a false sort of creative personality, and by “loving money” the person who is a usurer truly does endow himself with a power to mimic God – the ability to create resources of real wealth and power out of nothing. 
It is interesting that the Greek word for “love of money” is “philarguria” in which we should recognize the root of that love which is called “philos”, and is the love of profound friendship. It is not an accident therefore that St. James lays down the fundamental choice which we are called to make: “Whosoever therefore will be a friend (“philos”) of this world, becometh an enemy of God (James 4:4), and that Our Lord specifies this choice of friendship (and in this case, “service”) even further: “No man can serve two masters. For either he will hate the one, and love the other: or he will sustain the one, and despise the other. 
You cannot serve God and mammon (Mt 6:24).” Mammon is, of course, simply personified money, embodying that fruitfulness which is the love affair of the usurer. With the sin of usury, in other words, we enter upon a path that leads to the most profound idolatry.
We see therefore that the problem of usury cannot be fully understood without understanding the much larger problem of money, wealth, and profit in general. It is, in fact, due to their failure to do so that the seven books on usury in my possession profoundly fail in their understanding of this subject. To begin with, it would be very helpful to quote the full passage from 1 Timothy:
“But godliness with contentment is great gain. For we brought nothing into this world: and certainly we can carry nothing out. But having food, and wherewith to be covered, with these we are content. For they that will become rich, fall into temptation, and into the snare of the devil, and into many unprofitable and hurtful desires, which drown men into destruction and perdition. For the desire (love) of money is the root of all evils; which some coveting have erred from the faith, and have entangled themselves in many sorrows. But thou, O man of God, fly these things: and pursue justice, godliness, faith, charity, patience, mildness." (1Tim 6:6-11).
St. Paul’s language is very powerful. We are to “fly” money and riches. They are a tool of the devil to “snare” us, to “drown” us into destruction and perdition. And most interesting, they have the power to draw us away from the faith, which means that they also (just as false philosophy and science) must have the power to draw us away from belief in the Being and existence of God. We shall return to this thought later. For now, let us be convinced that the subject of usury has to do with much more than simply defrauding the poor. It must be seen in the much larger context of profit and trade and their effects both on the individual human soul and upon society at large.
It should not be a surprise, therefore, that the chapter of the Summa which immediately precedes the one on usury deals with the subject of unjust profit-taking and trade. I hope the reader will bear with a fairly extensive quote, since it contains truths which have for the most part been lost to our cultural heritage:
Traders are those who apply themselves to the exchange of goods. But as the Philosopher says (I Politics, ch.3) there are two reasons for the exchange of things. The first may be called natural and necessary; and obtains when exchange is made either of goods against goods, or of goods against money, to meet the necessities of life…. The other form of exchange, either of money against money or of any sort of goods against money, is carried on not for the necessary business of life, but for the sake of profit. And it is this form of exchange which would seem, strictly speaking, to be the business of traders. Now, according to the Philosopher, the first form of exchange, because it serves natural necessity, is praiseworthy. But the second form is rightly condemned; for of itself it serves only the desire for gain, which knows no limits but tends towards infinity. Therefore trading, considered in itself, always implies a certain baseness, in that it has not of itself any honest or necessary object.
Though profit, which is the object of trading does not of itself imply any honest or necessary aim, neither does it imply anything vicious or contrary to virtue. So there is nothing to prevent its being turned to some honest or necessary object. In this way trading is made lawful. Thus, for instance, a man may intend the moderate gain which he seeks to acquire by trading for the upkeep of his household, or for assisting the poor: or again, a man may take to trade for some public advantage, for instance, lest his country lack the necessaries of life, and seek gain, not as an end, but a payment for his labor." (Q. 78, a.1).”
All this is simply a reiteration and clarification of the two main points made by St. Paul in his letter to Timothy: first, all men should be content with the necessities of life; and secondly, the seeking of profit for its own sake is a sin against the virtue of justice, the effects of which “drown men into destruction and perdition” and result in loss of the Christian faith.
Usury, being probably the primary means by which money is made “fruitful”, can be seen as the most effective way which Satan possesses in order to draw men away not only from that charity and justice which is due to the poor and one’s fellow man in general, but also towards God. And this is why usury is so little understood. It is usually considered almost exclusively as a sin which defrauds the poor of his goods; or, in the more modern view, a sin which exacts an unfair amount or percent of interest from a person in need. There have been several disastrous effects of this “narrow” view of usury: its deepest nature as a sin which is a profound affront to God (even to the point of idolatry) has been ignored; its profoundly destructive effect upon individual souls and nations has not been understood; and as a result of this ignorance and loss of vigilance, usury and unjust profit-taking have become institutionalized as the life- blood of the economies of all developed and so-called “prosperous” nations. And finally, this “serving of mammon” has culminated in the massive apostasy which we have with us today. After all, this is the absolutely logical and necessary fruit of such friendship with evil: “No man can serve two masters. For either he will hate the one, and love the other: or he will sustain the one, and despise the other. You cannot serve God and mammon.” The faith simply cannot be “sustained” in a culture devoted to profit and to unlimited material growth. 
Having gained some understanding of the larger picture into which the sin of usury fits, we need next to come to an understanding of that process by which these truths have been ground out of our hearts and minds – that process by which money and usury have become “no longer what they once were” in the consciences of virtually all peoples, Christians and non-Christians alike. In order to do so, we will have to do some historical reviewing.
In the Old Testament usury is treated predominantly as a defrauding of the poor. In the Book of Exodus, for instance, we read, “If thou lend money to any of my people that is poor, that dwelleth with thee, thou shalt not be hard upon them as an extortioner, nor oppress them with usuries (Exodus 22:25).” In the Book of Ezechiel, we meet with what is probably scripture’s harshest condemnation of this practice: “[He] that giveth upon usury, and that taketh an increase: shall such a one live? He shall not live. Seeing he hath done all these detestable things, he shall surely die, his blood shall be upon him (Ezechiel 18:13).” We should note here that this condemnation is rendered not just against “unfair” interest but against any interest whatsoever. 


We must mention one other thing about the teaching on usury in the Old Testament. Usury is forbidden within the Jewish community itself, and also with the stranger who dwells in the land. It is, however, allowed with the foreigner (Deuteronomy 18:20). This permission has led to much debate among moral theologians. St. Ambrose contends, for instance, that the “foreigner” here refers to the enemies of Israel, many of whom God ordered into extinction: “From him [the foreigner], it says there, demand usury, whom you rightly desire to harm, against whom weapons are lawfully carried. Upon him usury is legally imposed… From him exact usury whom it would not be a crime to kill” (De Tobia, xv:51 – quoted from The Idea of Usury, Benjamin N. Nelson, Princeton University Press, 1949). Needless to say neither St. Ambrose nor any other moral theologian has justified any such taking of usury from the foreigner under the Christian dispensation. This question has often been compared to the toleration of divorce under the Old Dispensation. Such things can only be understood, at least partially, in terms of the fullness of the Christian dispensation, to which the Jewish covenant was only a foreshadowing. Christ told his hearers that Moses allowed divorce because of the hardness of their hearts. With the full Revelation of God’s mercy through Jesus Christ and the coming of the demand of the fullness of justice to be lived in the grace of the Holy Spirit, such toleration has no justification. The same may be said for usury. 
The New Testament contains only one specific use of the term “usury”, and that is in the parable of the talents (Mt 25:27, Luke 19:23).” It is virtual universal opinion that this bears no relationship to the Church’s teaching on usury. There is, however, an enormous amount of teaching in the New Testament on money, profit-taking, avarice, justice towards the poor, and the virtue of cultivating poverty in all the facets of our life in this world. Some of these we have already quoted. Others we shall look at more closely in our treatment on the Beatitudes in the final section of this book. There is one specific passage in relation to lending which we should here mention. In the Gospel of Luke Our Lords simply says, “Give mutually, hoping nothing thereby (Luke 6:35).” In commenting on this passage in his epistle Consuluit nos Pope Urban III (1185-87) wrote, “men of this kind [he is speaking to a specific case of usury] must be judged to act wrongly on account of the intention of gain which they have, since every usury and superabundance are prohibited by law, and they must be effectively induced in the judgment of souls to restore those things which have been thus received.”
This condemnation of the profit motive in itself (and separated from the legitimate but very moderate profit which may be sought to maintain the necessities of life) is profoundly illustrated in the following parable:
“The land of a certain rich man brought forth plenty of fruits. And he thought within himself, saying: What shall I do, because I have no room where to bestow my fruits? And he said: This will I do: I will pull down my barns, and will build greater; and into them will I gather all things that are grown to me, and my goods. And I will say to my soul: Soul, thou hast much goods laid up for many years; take thy rest; eat, drink, make good cheer. But God said to him: Thou fool, this night do they require thy soul of thee: and whose shall those things be which thou hast provided? So is he that layeth up treasure for himself, and is not rich towards God." (Luke 12:16-21).
Here again we meet with the Gospel teaching that all immoderate profit-taking, and even moderate profit-taking which is not aimed towards the basic necessities of life or of charity towards others, violates our relationship to God at the deepest level.
This is the basic position of the Church up into the Middle Ages: all intention of gain off a loan is sinful. And since trading was very limited, and lending was virtually never done to the rich, usury was seen primarily to be involved with a defrauding of the poor. Canon 13 of the Second Lateran Council (1139) reads:
"Moreover the detestable and shameful, and I say, insatiable rapacity of money lenders, forbidden both by divine and human laws throughout the Scripture in the Old and in the New Testament, we condemn, and we separate them from all ecclesiastical consolation, commanding that no archbishop, no bishop, no abbot of any rank, nor anyone in an order and in the clergy presume to receive moneylenders except with the greatest caution. But during their whole life let them be considered disreputable, and, unless they repent, let them be deprived of Christian burial.” 
Around the thirteenth century the issue becomes far more complicated. With the increase of international trade we come increasingly to deal with financial transactions between men of substance. With this complexity comes the notion of extrinsic “titles”, “contracts”, or “entitlements” to a loan. First and foremost is the contract of partnership. Two men might enter into a partnership concerning a sailing venture to purchase spices overseas. The one furnishes his seamanship, etc., and the other furnishes a loan. Pope Gregory IX (1227-1241) issued a Decree concerning such a case as follows: “He who loans a sum of money to one sailing or going to market, since he has assumed upon himself a risk, is not to be considered a usurer who will receive something beyond his lot.” 
Now there are a couple of things noteworthy in this decision. First, this is not the kind of risk-free loan a bank today would make. If the ship goes down, both the sailor and the lender lose out. For this reason the Church came to consider the additional “something” which the lender might ask not to be usurious because it involved proportionate risk. Such a partnership and arrangement was “extrinsic” to the actual loan, and gain was not considered unlawful interest since it was not taken from the loan itself. Secondly, however, we must note that the possibility of “superabundance” and immoderate gain and “gain for itself” are nowhere here taken into account. Such a partnership or “extrinsic” contract is obviously wide open to abuse and violation of the Gospel’s condemnation of the desire for gain and profit-taking as ends in themselves. In other words, with the growth of international commerce and finance, the way is now opening up towards massive accumulation of wealth. For the next few centuries, of course, these merchants and bankers will have to work around the Church’s teaching on usury. Their main weapon will be the multiplication and exploitation of such “extrinsic” contracts and titles. 


During the next few centuries the number of extrinsic titles multiplied. Many of them, of course, could make moral sense if (and that is a very bold if) the intentions of the lender were in accord with the just (and very limited and moderate) cases laid out for us by St. Thomas which make trading for profit legitimate. In the expanding world of the mercantilism, nationalism, and international finance and commerce of the Middle Ages and early Renaissance, however, the Christian life of mandatory simplicity easily became lost. It was also easy for the Church, concerned with not appearing backward in an expanding world of Renaissance culture, finance, and scientific advances (“aggiornamento” is indeed a very ancient vice), to become reluctant in issuing sharp and across-the-board condemnations of such “progress”, and wary of issuing specific condemnations. The Fifth Lateran Council (1515) issued the following teaching on usury: “For this is the proper interpretation of usury; when one seeks to acquire gain from the use of a thing which is not fruitful, with no labor, no expense, and no risk on the part of the lender.” We might well imagine the delight of the moneylenders waiting in the wings, with their minds spinning out extrinsic titles which would enable them to put the concepts of “labor”, “expense’, and “risk” to their advantage.
The extrinsic title which would eventually open up the floodgates of universal acceptance of usury as justifiable “interest” is called lucrum cessans. Noonan (John T. Noonan Jr., The Scholastic Analysis of Usury, p. 118) tells us that Cardinal Hostiensis was “the first author to give unmistakable and full approval to a case of lucrum cessans in his work Commentaria super libros decretalium (approximately 1260):
“For, in what is added to the principal, the seeking of interest is not prohibited, but only the seeking of shameful gain or of other illicit increment, as appears in Causa 14, Q.4, Si oblitus. Therefore, I think from the intention of the above laws, that if some merchant, who is accustomed to pursue trade and the commerce of the fairs and there profit much, has, out of charity to me, who needs it badly, lent money with which he would have done business, I remain obliged from this to his interesse [interest], provided that nothing is done in fraud of usury….”
This is a most crucial point in our discussion of usury, and I cannot emphasize too much the following point. The merchant in Cardinal Hostiensis’ example is one who “is accustomed to pursue trade and the commerce of the fairs and there profit much” His life is therefore devoted to that “gain” and “superabundance” which is condemned by the Gospel and St. Thomas (and, of course, the early Church Fathers). The "interesse" is being justified on the grounds that during this period of the loan he is being deprived of this money “with which he could have done business” and “profited much.” In other words, not only is there no connection in this case between the charging of interest and legitimate necessity, but the interest itself is being charged precisely on the basis of what St. Thomas calls “the greed for gain, which knows no limit and tends to infinity.”
According to Noonan, St. Thomas “rejects completely the claim of compensation for profit lost” [lucrum cessans], and thus places himself in direct opposition to this teaching of Cardinal Hostiensis. Thomas teaches: 
“One ought not to sell what one does not yet have [St. Thomas is here referring to potential gain] and may be prevented from having in many ways.” (Summa Theologica, II-II:78:2, ad 1).
There is simply no question about who has won this battle. The modern world is awash in a sea of interest justified by lucrum cessans. There is now always justification in our capitalistic economies for claiming that any money lent to another could have been turned to profit. This is, of course, exactly what is meant when it is said by our theologians and apologists for usury that “money is no longer what it once was” – that modern economics justify the almost universal taking of interest on a loan. The effect of this is to make the profit motive and the desire for “gain” the very air we breathe. And similar to that reductive scientific “ambience" (the subject of the first part of this book) which has deprived our intellects of that intuitive apprehension of being which is necessary to divine faith, so this “spirit of gain” (with its roots in usury) has deprived our hearts of that single eye which seeks God above and in all things. These are the two primary legs of secular humanism which have carried us into our present massive apostasy.
It is an extremely important thing to realize that the Church’s teaching office has never given any official sanction to lucrum cessans. This is revealing, since it clearly has given sanction to the legitimacy of some other extrinsic titles. We have already noted Pope Gregory IX’s approval of the title of partnership. Another is the approval of the so-called “Mountains of Piety” by the Fifth Lateran Council, by which civil authorities charged a certain moderate rate of interest for the maintaining of charitable organizations devoted to the service of the poor. This permission was given, of course, on the basis that there was “no profit” for the same “mountains” or charitable organizations. Such “titles” were truly aimed at insuring moderate compensation where necessary, while preventing all incentive to unjustified or immoderate gain. 
We are now prepared to examine the Church’s position in modern times (which we loosely define as the past 250-300 years). And since I believe it will help keep things in perspective, I wish to first give an answer to the question of “Has the Church changed its teaching on usury?” The Church has not changed its teaching on usury, but has retreated from applying its teaching (especially in its full relationship to “unjust gain or profit) to the situation of modern economies. In other words, it has in principle and practice (and we shall see this very strong statement unequivocally justified as we proceed) accommodated itself to the modern world.
Any study of the modern history of the Church’s teaching on usury naturally begins with Pope Benedict XIV’s encyclical Vix Pervenit. The encyclical was addressed only to the bishops of Italy in 1745, but later applied to the whole Church by the Congregation of the Inquisition in 1835. Its definition of usury runs as follows:
“The species of sin which is called usury, and which has its roots in the contract of mutuum [the lending of a fungible thing], consists in this: solely on the ground of the mutuum, the nature of which is to require that only so much be returned as was received, a person demands that more be returned to him than was received; and so maintains that, solely on the ground of the mutuum, some profit is owed to him over and above the principal.” 


This is also the same essential definition of usury given in the 1917 Code of Canon Law. Interestingly enough, the new Code of Canon Law does not mention usury, which would seem to indicate that the subject is no longer considered important. 
Vix Pervenit also contains the following passage regarding extrinsic titles or “entitlements”: 
“By these remarks, however, We do not deny that at times together with the loan contract certain other titles – which are not at all intrinsic to the contract – may run parallel with it. From these other titles, entirely just and legitimate reasons arise to demand something over and above the amount due on the contract.”
The following is also of importance to our discussion:
“We exhort you not to listen to those who say that today the issue of usury is present in name only, since gain is almost always obtained from money given to another. How false is this opinion and how far removed from the truth! We can easily understand this if we consider that the nature of one contract differs from the nature of another. By the same token, the things which result from these contracts will differ in accordance with the varying nature of the contracts. Truly an obvious difference exists between gain which arises from money legally, and therefore can be upheld in the courts of both civil and canon law, and gain which is illicitly obtained, and must therefore be returned according to the judgments of both courts [note that there is here no mention of that primary concern of the Gospel, the early Church, and St. Thomas that gain in order to be licit must also not be sought for itself, and must serve very modest and specific purpose for the individual and common good]. Thus, it is clearly invalid to suggest, on the grounds that some gain is usually received from money lent out, that the issue of usury is irrelevant to our times.”
There is nothing new here. The traditional prohibition against interest within a loan contract is restated. The Pope recognizes the existence of legitimate extrinsic titles that can allow something extra to be taken for a loan (but not in a loan). No specific titles are given approval, but only a vague warning against over-application of such titles. And, as we noted, no discussion of the strict Gospel and Thomistic limitations on profit and gain. Most strange of all is paragraph 6 of the encyclical:
“Concerning the specific contract which caused these new controversies, We decide nothing for the present; We also shall not decide now about the other contracts in which the theologians and canonists lack agreement. Rekindle your zeal for piety and your conscientiousness so that you may execute what we have given.”
There is possibly no paragraph in the history of all of Papal and Church documents which is laced with as much absurdity and tragedy as is this one. There is a refusal on the part of the Pope to give any judgment on any specific case regarding any specific extrinsic contracts regarding this absolutely crucial question. And after this refusal, the bishops are then instructed to “rekindle your zeal for piety and your conscientiousness so that you may execute what we have given.” We might well ask, precisely what were these bishops to “execute”? As a matter of fact, as we shall see, the policy of the Church would now become that of systematic refusal to “execute” its own traditional teaching on usury.
According to Rev. Patrick Cleary (The Church and Usury, 1919 – recently re-published and available from Catholic Treasures in Monrovia, Cal.), this refusal to make decisions on individual cases prevailed for the next 77 years. Specific inquiries were, for the most part, referred to Benedict IV’s encyclical, which as we have seen, refused to specify or make judgments on any particular case. The following case documents a change in Church policy which, according to Cleary, “becomes apparent for the first time in the year 1822":
“A certain woman of Lyons had lent her money demanding in return the rate of payment allowed by the recently enacted civil legislation, and in consequence was denied absolution by her confessor until she should restore her ill-gotten gain."
She referred the question to Rome, and the answer ran: 
“Let the petitioner be informed that a reply will be given to her questions when the proper time arrives; meanwhile, even though she make no restitution, she may receive sacramental absolution from her confessor if she is fully prepared to submit to the instructions of Holy See.”
This case was only the first in a long list of very similar decisions of the Holy Office. Note that in the above case there was never any consideration given to the question of legitimate titles. The refusal to make a judgment would seem to apply across the board on any case of usury. We may simply say that the Holy Office in these cases, at the very least, quite literally absolved moral indifference and indecision right within the Sacrament of the Confessional. The Teaching Arm of the Church retreated on the subject and was made silent. The Church had not changed its teaching, but it had severely compromised its moral integrity. This is something that God can allow. We must presume that it is a chastisement.
Where We Are Now:
“The Church is struck within and so in peace is my peace most sorrowful. But what is peace? There is peace and there is no peace. There is peace from the pagans and peace from the heretics, but no peace from the children.” (Pius VI, 1775).
In the 1970’s and 80’s the Vatican became increasingly embroiled in what has come to be called the Vatican Bank Scandal. At the center of these scandals was Archbishop Paul Marcinkus, the American-born priest who was the president of the Vatican Bank from 1971-1989. Many articles and books have detailed the history of this scandal. It will suffice to say that in the mid 1980’s , according to a February report in the Arizona Republic: 
“Italian civil authorities tried to arrest Marcinkus in connection with a stunning array of crimes, including assassination financing, arms smuggling, and trafficking in stolen gold, counterfeit currencies and radioactive materials. Italian authorities also wanted to talk to Marcinkus regarding what he knew about numerous murders. Through the late 1970s and early 1980s, most every key player involved in schemes with Marcinkus ended up dead.” 
Again, according to the Republic: 

“In the past six month, the Marcinkus case has taken on renewed interest around the world. Attorneys for Croatian holocaust victims want Marcinkus deposed in their billion-dollar case. They want to know what Marcinkus knows about hundreds of millions of dollars taken from Croatians by the Nazis during World War II. Authorities have discovered that much of the money passed through the Vatican Bank during Marcinkus’ tenure as bank president. Indeed, a 1998 U.S. State Department report confirmed that at least $47 million of Nazi gold was laundered by Marcinkus’ bank. The money ‘was originally held in the Vatican before being moved to Spain and Argentina,’ the report said.” 
All through this process Archbishop Marcinkus has remained protected under the umbrella of Vatican diplomatic immunity, while residing in Sun City, Arizona. He denies all charges of wrongdoing, and has become famous for his reply, “You cannot run the Church on Hail Marys.”
It is not my purpose here to make any judgment on these allegations, nor is any such judgment necessary to our purpose. What is important here is to realize to what extent these events have revealed the Church’s involvement in the financial practices of the modern secular world. It would seem quite indisputable that, without even considering all sorts of ventures which are illegal under civil law, the Vatican is immersed in the practice of usury and has thoroughly accommodated itself to modern economic policies and pursuits. The Second Lateran Council in 1137 declared that anyone involved in such practices should be deprived of Christian burial. The New Code of Canon Law issued in 1984 did not even consider the subject worth mentioning. 
The charism of infallibility guarantees that the Church will never teach falsely on faith and morals. It does not guarantee, however, that Church hierarchy at all periods of history will reiterate these teachings or put them into practice. The lesson I believe that we must learn from our study of the Church’s policy towards usury over a period of almost 2,000 years is that it is practically possible for Catholics en masse to lose certain moral roots in Christ with virtually no one, hierarchy included, knowing that it has happened. It is only necessary that we enter into a process of compromise, failing in that fortitude which is necessary in order to confront a world which is in violation of the Gospel. And when that happens to whole nations and civilizations over an extended period of time, then it becomes virtually impossible to find our way back simply because no one can remember, or wants to remember, the answers to the questions we might feel impelled to ask. We may even say, at this point in time, that hardly any one even knows the question. We must remember that St. Paul tells us that the effect of the love of money is loss of faith. Therefore, considering the fact that love of money has now become enshrined in the universal acceptance of profit-taking through usury, we have every reason to believe that Christ was not asking a rhetorical question when He said, “But yet the Son of man, when he cometh, shall he find, think you, faith one earth?” 
A Parable:
To the multitudes following Him, Christ spoke the following parable:
“Behold the sower went forth to sow. And whilst he soweth some fell by the way side and the birds of the air came and ate them up. And other some fell upon stony ground, where they had not much earth: and they sprung up immediately, because they had no deepness of earth. And when the sun was up they were scorched: and because they had not root, they withered away. And others fell among thorns: and the thorns grew up and choked them. And others fell upon good ground: and they brought forth fruit some a hundredfold, some sixtyfold, and some thirtyfold," (Mt 13:3-8).
Four distinct situations are here given: three of evil, and one of good. The seeds are the word of God. The four types of soils are four conditions of the human soul.
The first case – the seeds which fell by the way side and were eaten by the birds – occurs “when any one heareth the word of the kingdom, and understandeth it not, there cometh the wicked one, and catcheth away that which was sown in his heart.” This first “poor soil” of the human heart is a problem of “understanding.” It is therefore a problem of substituting a false knowledge of the world for that true knowledge which comes from God and His Being. We have seen in our discussion of the growth of false philosophy and science that as soon as the human mind begins to search for the depths of created reality within itself or its own knowledge, it logically rejects God as Creator. The person or culture which becomes enamoured of reductive analytical science may indeed attempt to hold onto both of these views of reality for some time, not acknowledging that they are in the most profound conflict, but the eventual effect of this inherent contradiction is to deprive the soul of its ability to understand all things spiritual and “to detain the mind in vanity” (Romans 1:21). The intellect thus becomes “ungrounded” from the Being of God. St. Paul says, “Beware lest any man cheat you by philosophy and vain deceit; according to the tradition of men, according to the elements of the world, and not according to Christ (Col 2:8).” The soul thus becomes barren of truth.
The third situation (we skip over the second for a moment) corresponds to those seeds which fall among thorns. This applies, according to Our Lord, to “he that heareth the word, and the care of this world and the deceitfulness of riches choketh up the word, and he becometh fruitless.” This is simply a powerful description of one who becomes lost in the pursuit of Mammon. It is a sin of the will – of placing our desire in the world rather than Christ. Ironically, when we make money fruitful, we ourselves become “fruitless.” The soul becomes barren of love of God.
As such, these two types of poor soil are perfect images of the two kinds of hubris of which we have spoken throughout our examination of “The War Against Being”: namely, the pursuit of false philosophy and science; and the pursuit of unjust gain in this world. These are, I believe, the two legs upon which the Antichrist will straddle the world at the end of time; for this twofold thrust of Satan is the primary means by which God’s grace is made fruitless in human souls. I know that many might object to such an analysis. They would point to all the moral pollution in the world – to abortion, pornography, murder, genocide, Communism, or many other such evils. But all of these are themselves fruits of a deeper dislocation of individual souls and nations from Christ, which spring primarily from this twofold hubris of the human mind and heart. These are the two great “soils” of sin.

The second situation described by Our Lord would seem a tragedy which unites the first and the third: “And he that received the seed upon stony ground, is he that heareth the word, and immediately receiveth it with joy. Yet hath he not root in himself, but is only for a time: and when there ariseth tribulation and persecution because of the word, he is presently scandalized.” Jesus Christ is the Word, “in Whom were all things created in heaven and on earth, visible and invisible, whether thrones, or dominations, or principalities, or powers: all things were created by him and in him (Col 1:16).” All the forces of this world are intent upon drawing us away from that twofold “rooting” of our intellects and hearts in Christ Who is Creator and Preserver of all created being. In other words, they would draw us away from that “root in ourselves” which is “Christ in us, the hope of glory (Col 1:27).” 
Applying this to the first situation and the realm of the intellect, we might ask: how many “educated” people (and especially scientists) in the world today would have the knowledge and fortitude to assert openly that analytical physics is incapable of apprehending the nature of substantial reality, and that God’s Creative Intellect and Will is the source of unity, form, and nature in every substance in the world? And further, taking it to within the heart of the Church, how many priests truly believe that at the moment of the Consecration, the entire substance of the bread and wine are changed into the Body and Blood of Christ, only the accidents of bread and wine remaining? If they cannot admit this, then they “they have no “root in themselves”, and the seed of God’s grace even if it be within them, is bound to perish in the face of tribulation and persecution. 
Nor is the pursuit of riches any less of a destructive force in our ability to live and grow in Christ. God is the only One Who is at the root of our being, and is our security. The Culture of Complexity (of unlimited technological and material growth) in which we live naturally breeds the instability of individual and family life which seeks security in the accumulation of money. Our Lord was not engaging in hyperbole when He said that we cannot serve both God and Mammon, cannot place our security in both our bank accounts and Christ. Nor was He teaching in metaphor when He said that it is harder for a rich man to get into Heaven than it is for a camel to get through the eye of a needle. 
In the year 1745 Pope Benedict XIV and the Catholic world looked into the face of the Beast of modern usury and unjust gain and failed in fortitude. Approximately 250 years later the Church is looking into the Beast of reductive physics and chemistry and is embarrassingly reticent on the doctrine of transubstantiation. It will, of course, never officially reject it, just as it cannot reject the Church’s doctrinal teaching on usury. It can, however, stand by, in cowed silence, while every attempt is made to instill the belief that Our Lord’s Real Presence is “no longer what it once was.”
And then the end will come. 
The end, however, has not come yet. And while we who are older might just relish an end to this thing, it is of a certainty that our children and grandchildren do not. We might therefore be obliged to consider the fourth part of Christ’s parable which speaks of the good soil that “yieldeth the one a hundred-fold, and another sixty, and another thirty.” This radical fruitfulness in Christ can only be lived out in the context of an equally radical living of the Gospel. We still have a chance. We must first become convinced, however, as to just how opposed to the modern world the living of the Gospel actually is. We have no excuse for ignorance in this area. Our Lord has given us very clear teaching on this matter in the Beatitudes and the Sermon on the Mount. To these we must turn in our search for the "good ground."
Desiring More than Given. Is usury still sinful?
https://www.osv.com/OSVNewsweekly/Faith/Article/TabId/720/ArtMID/13628/ArticleID/13554/Desiring-More-than-Given.aspx
By Melinda Selmys, December 10, 2013

One rarely hears the sin of usury discussed by Catholics today.
If it comes up at all, it is usually presented as an example of the Church changing its teaching by folks who would like to see the Church change its teaching on other matters. The basic argument is that the Church repeatedly condemned usury up until the year 1836, then fell silent on the matter, and finally overturned the teaching in 1917, when the Code of Canon Law allowed those responsible for the Church’s financial affairs to invest in interest-bearing securities. There are, therefore, two reasons why Catholics should be interested in a discussion of usury: first, because if this is still a serious sin, then our financial conduct ought to be guided by a desire to avoid it; second, because if it is an example of a change in the Church’s teaching on morals, it would seriously undermine the doctrine of infallibility.

What Is Usury?

Usury is the practice of exacting interest on loans. According to Vix Pervenit, an encyclical promulgated by Pope Benedict XIV in 1745: “The nature of the sin called usury has its proper place and origin in a loan contract. This financial contract between consenting parties demands, by its very nature, that one return to another only as much as he has received. The sin rests on the fact that sometimes the creditor desires more than he has given. Therefore he contends some gain is owed him beyond that which he loaned, but any gain which exceeds the amount he gave is illicit and usurious” (No. 3).

The Catechism of the Catholic Church states: “Contracts are subject to commutative justice which regulates exchanges between persons in accordance with a strict respect for their rights. Commutative justice obliges strictly; it requires safeguarding property rights, paying debts, and fulfilling obligations freely contracted. With commutative justice, no other form of justice is possible” (No. 2411). The traditional understanding of commutative justice centered on the idea of a “mutuum,” a form of contract concerning the loan of consumables, such as wheat, wine or money. Commutative justice demanded that when consumable goods were loaned, the lender would receive back exactly the same amount of comparable goods as had been lent.
Still Binding?

Within a capitalist economy where people are almost conceived of as having a right to profit, this seems like a strange idea. What motivation would a lender have for lending if they didn’t expect to profit? Church teaching answers: “The goods of creation are destined for the whole human race.... The right to private property, acquired or received in a just way, does not do away with the original gift of the earth to the whole of mankind. The universal destination of goods remains primordial, even if the promotion of the common good requires respect for the right to private property and its exercise” (Catechism, Nos. 2402-2403). Lending is conceived of as a duty which is binding on Christians. “In his use of things man should regard the external goods he legitimately owns not merely as exclusive to himself but common to others” (No. 2404).

Although usury is rarely discussed explicitly within Catholic discourse today, the same economic principles that led to its condemnation are still promulgated by the teaching authority of the Church. On those occasions when usury is mentioned, as in the encyclicals Rerum Novarum (on capital and labor) or Caritas in Veritate (“Charity in Truth”), it is always discussed as a grievous injustice.

Vix Pervenit did not allow for profit, but did allow for the existence of “extrinsic titles.” An extrinsic title is a repayment for aspects of lending and borrowing that are not directly related to the loan. A lender might have legitimate overhead costs, or he might charge a reasonable administrative fee for his labor in overseeing his loans. He could also have a legitimate claim to be repaid more than he lent if the repayment represented the prevention of a loss. So, if the value of the original goods diminished over the course of the loan, then the lender would be entitled to receive back a value equivalent to what he had loaned. In contemporary economic practice it would, for example, be reasonable to take inflation into account when working out what is owed. A lender making loans to a number of potentially insolvent borrowers was permitted to charge for the risk of the loss of his capital, and a lender who lent out money that he would otherwise have used to turn a profit could legitimately charge the borrower for the loss of profit. A contract that was just according to these principles would have been considered morally valid even if the nature of the extrinsic titles was not made explicit.

Sound principles

Over time, economic systems have become increasingly baroque, and theologians are less able to judge adequately whether or not the rate of interest charged conforms to legitimate moral specifications. When Vix Pervenit was published the Church was able to see that the emerging world financial system was one in which the practice of loaning at interest would become almost ubiquitous, and in which, as a result, it would be increasingly difficult to differentiate just from unjust economic practice. The Church’s attempt to oppose the creation of such a system ultimately failed. Today, it is practically impossible to interact with money without in some sense participating in a usurious system, and as a result the Church has become less stringent in the application of its doctrine in individual cases.
This is similar to the tack that St. Paul took with the Corinthians regarding the eating of meat sacrificed to idols. The decree of Jerusalem established that pagan converts to Christianity must abstain from such meat, and the consciences of some of the Corinthians were disturbed because in Corinth any roast that you picked up in the marketplace might have been consecrated to Diana. Paul told the Corinthians not to scruple; “Eat anything sold in the market, without raising questions on grounds of conscience” (1 Cor 10:25). He recognized the practical difficulties and wanted to avoid placing onerous burdens on the consciences of his Corinthian converts.

The Church today behaves in the same way regarding usury. She recognizes that the vast majority of Catholics seeking to invest on a small scale don’t have the economic knowledge or theological training necessary to work out whether their financial dealings are, or are not, strictly usurious. For this reason the Church has chosen to concentrate on promulgating sound economic principles for individual Christian life, and has focused criticism on systematic evils and injustices such as usurious international loans.

Contemporary economic evils tend to be systematic, so it is important for Catholics to engage with the economy in a way that encourages responsibility and justice. In Caritas in Veritate, Pope Benedict XVI points to micro-finance, credit unions and consumer associations as possible means by which laypeople can help promote just financial practices. “It is good for people to realize that purchasing is always a moral — and not simply economic — act. Hence the consumer has a specific social responsibility” (No. 66). Catholics can oppose usurious systems by choosing credit unions over major banks (particularly for large loans), by investing in ethical funds, by demanding just practices on the part of any financial organization that they support, and by placing their own wealth at the service of the common good. TCA

Why has the Church’s teaching on usury changed over the centuries?
http://www.rosarychurch.net/answers/qa042005b.html
2005

Question:  In the middle ages loaning money at interest was forbidden to Catholics, but today even the Vatican invests its money at interest.  If the moral law is unchanging, why has the Church’s teaching on usury changed over the centuries?
Answer:  The moral law is unchangeable, but economic systems vary greatly with time and place.  Over the years since Moses received the injunction against usury from God, western civilization has seen economies based on everything from gathering, to barter, to precious metals, to trust in the prosperity of society.  Loans and interest payments take on different moral character depending upon the type of economic system in place.
But even before considering the different types of economies, it is worth knowing just what God asked of Moses and the people of the Old Testament.

Exodus 22:25. If thou lend money to any of my people that is poor, that dwelleth with thee, thou shalt not be hard upon them as an extortioner, nor oppress them with usuries.

Leviticus 25:35. If thy brother be impoverished, and weak of hand, and thou receive him as a stranger and sojourner, and he live with thee:  25:36. Take not usury of him nor more than thou gavest. Fear thy God, that thy brother may live with thee.  25:37. Thou shalt not give him thy money upon usury: nor exact of him any increase of fruits.

Deuteronomy 23:19. Thou shalt not lend to thy brother money to usury, nor corn, nor any other thing:  23:20. But to the stranger. To thy brother thou shalt lend that which he wanteth, without usury: that the Lord thy God may bless thee in all thy works in the land, which thou shalt go in to possess.

It is clear that the prohibition of usury is intended to protect the poor, who might otherwise be forced to pay interest on loans just to stay alive.  It is also to be a demonstration of the solidarity of the Jewish people.  God expects them to treat one another as brothers, with a loan to an impoverished brother to be made on the basis of strict charity.

The nations of the ancient world generally employed coins of precious metal; chiefly silver and gold.  When the Jews fled Egypt at the Exodus, they took with them a supply of the Egyptian’s silver and gold as spoil.[i]  Some of this metal was used to make the idolatrous golden calf, but some was used for the decoration and furnishing of the tabernacle—no doubt some was used to trade with the foreign tribes encountered on the journey.  But the main feature of the Jewish economy was gathering.  God saw to their food supply by raining down manna (a bread-like substance) and quail from heaven.  If a Jewish family found itself unable to gather—say, due to illness—it might call on another family for help.  The second family certainly did not expect to receive anything extra in repayment for the manna and quail they brought to the first—at most they would expect the return of a like amount, and, most likely, would not seek repayment at all.  The food, after all, came from God with hardly any human effort, and they might find themselves in need of similar help when they faced misfortune.  Even after the Exodus, the Jewish people possessed a “we are all in this together” mentality, which conferred on every Jew the right to expect help when in difficulty.

That God allowed the taking of interest from the Gentiles suggests that there was no intrinsic immorality in the practice.  Business agreements with non-Jews might include either the charging or the paying of interest.  In later years, partnership agreements, with one partner supplying money and the other supplying labor were accepted as a means of finance between Jews.  Medieval Christian prohibitions of interest taking did not apply to Jewish lenders, just about the only lenders of the early middle ages.[ii]
After the Exodus, the agricultural economy of Israel depended both on barter and precious metals.  The coins of the ancient world—Greek, Phoenician, and later Roman—circulated in Israel.  King Solomon seems to have exploited gold mines in a forgotten place known as Ophir.  The “shekel” of the Bible was not a coin, but rather a weight of gold or (usually) silver.  Simon Maccabee and his successors made copper coins.  By the time of Christ, most of the coin in circulation was Roman—specially minted for the Jews with no human or animal images, although we know the “coin of tribute” carried Cæsar’s image.[iii]
With the legalization of Christianity in the Empire in the early fourth century, Christians lived in a society with a high degree of monetary commerce.  Rome alone had a population of well over a million people, and a lot of the civilized population of the known world lived in cities, so that a money economy was a necessity (in a city you can’t very well barter your goats and chickens for a furnished room, a haircut, or a meal).

But Christianity was not legal for very long before the barbarian invasions decimated European society.  Attacked by Germanic tribes from the north, Moslems from the south, and Asiatic tribes from the east, the cities and monasteries were quickly reduced in population as people scattered to the countryside and returned to an agrarian feudal economy largely based on barter and in-kind payments.  At least some of the “we are all in this together” mentality returned to people in fear for their very lives at the hands of famine, invasion, or sickness.  There was virtually no money to borrow or lend, and in-kind loans tended to be repaid without a premium (e.g. a dozen eggs were repaid with a dozen eggs).  Whatever money or gold there was stayed locked up in the castles of the nobility, intended mostly for war expenses or “aids” to the king.  Indeed, at this point (say, between 500 and 1000 AD) storing value in precious metals represented a liability that had to be guarded against loss.

Around 800 Charlemagne attempted to revive the old Roman monetary system, but simply could not acquire enough gold or silver to mint an adequate coinage.  A largely barter economy remained in force until the discovery of silver deposits in Saxony in the 1040s, and the even greater discoveries in Eastern Germany, Austria, and Tuscany around 1150.  The newly re-discovered mining skills also brought base metals into greater industrial use.[iv]  In the eleventh century, the mint at Milan boasted striking twenty thousand silver pennies annually.  But money took time to permeate the European economy.  In describing conditions in 1250 (while Saint Thomas Aquinas flourished) historians Joseph and Frances Gies relate:

The livre (pound) and sou (shilling), though used to count throughout Europe, do not actually exist yet as coins.  The only important coin circulating in any volume is the penny....  Mints being expensive to operate, they require profit margins, and the temptation is strong to widen this margin by increasing the copper content of the coins....  Lately, a big new silver coin has been minted in Italy.  Called a grosso (groat), it has the value of twelve pennies, thereby converting the imaginary shilling for the first time into reality.  But the grosso circulates very little outside of Italy, where business is bigger than in the West.[v]
Christendom, therefore, existed generally with a barter economy until the twelfth or thirteenth century.  In that economy demanding interest went beyond the immoral to the almost impossible.  
Gold sitting in a vault was in no way productive—apart from miracle or theft, there were very few ways in which an eleventh bar of gold might materialize to pay back a ten bar loan.  Very likely, the loan was sought to finance troops to defend the realm, an extreme necessity on which no one ought to profit.  Even through the thirteenth century, money lenders like the Jews and the Knights Templar were sometimes paid back by the king with death, or at least confiscation of their assets.

It is with this background that Saint Thomas and a number of Catholic authorities wrote about the morality of demanding interest payments.  To Saint Thomas, to “take usury for money lent is unjust in itself, because this is to sell what does not exist ... the proper and principal use of money is its consumption or alienation whereby it is sunk in exchange.”  Saint Thomas did, however, allow the charging of rents and late payments on loans; practices which differ from interest charging mostly in name. [vi]
Had Saint Thomas lived a century or two later, he would have witnessed and understood the nature of the “commercial revolution” which was only beginning in his time.  Money and the loaning of money were beginning to make it possible for new wealth to be added to society through increased trade—instead of sitting in a vault, money would become productive, giving rise to something that actually “did exist,” and might legitimately be “sold.”  The rise of economics as a research discipline would also contribute to the theologians’ understanding of economic affairs.  It should be remembered that the competence of the Magisterium is in morality, not economics—the Church may demand good treatment for the poor, but it cannot demand that such treatment flow from ways which violate good economic sense.

By the late middle ages, a trader might borrow money (florins) from a bank in Florence to purchase local goods and transport them to London.  Having sold the goods, the trader could pay off the loan in pounds at a branch in London, and arrange to finance a new venture with British goods or the transfer of his profits back to Florence.[vii]  Needless to say, people were employed in production never before possible.  The services of the bankers cost something, but the net growth of the economy was positive.  Rather than being victimized, the poor were able work productively.

Of course, few things are ever perfect, and not all men are honest.  Bankers felt comfortable in lending the same gold several times over—the gold stayed in their vaults, and the receipts for the gold circulated as money—this practice of “fractional reserve banking” immediately raised questions of honesty and fairness, and often culminated in bank failures.  (Fractional reserve banking is still in use in our Federal Reserve system, albeit with some safeguards against failure.  The morality of the Federal Reserve must be treated as a separate subject.)

Modern theological thought holds interest to be legitimate to the degree that it protects the investor from risk of loss, as well as to reimburse him for his “opportunity costs,” a recognition that he could have done other productive things with his money during the period he is without it.
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Question: You don’t think interest payments are usury? Have you any idea what one pays over 30 years to buy a house?!! What happened to the idea of friends and neighbors getting together to build each other’s barns?
Answer: For purposes of this discussion, the assumption is that a fully informed buyer and lender enter freely into a contract. You can make the interest calculations for yourself to see the effect of the interest rate and the length of the loan in years. (Those allergic to numbers can skip the next two paragraphs.)
P = L[c (1 + c) n]/ [(1 + c) n - 1]

Where P=monthly payment
L=dollars borrowed
c=monthly interest rate (annual rate /12)
n=number of payments

or you can go to an online calculator such as the one at: www.kbapps.com/calculators/Default.htm
For those of us who usually don’t walk around with $10 in our pockets, the numbers are awfully large, particularly on a 30 year mortgage. At 6% a $100,000 loan will cost a total of $215,838.19. Cutting the length to 15 years will drop the cost to $151,894.23. Had the rate been 12% for 30 years the cost would be $370,300.53. The 6% figure is closer to current market rates, but 12% was not unheard of a few years back—18% during the Carter administration. Let’s note that 6% for 30 years requires a monthly payment of $599.55; and for 15 years it rises to $843.86. The real question is “are these numbers unreasonable?”
“Unreasonable” is a meaningless word unless we relate it to the alternatives. What is “reasonable”?

An obvious alternative is to live with Mom and Dad-but they may not approve, particularly if there are a number of sisters and brothers—and they might even want money from you.

Many people rent. Even if they are “saving up to make a down payment,” they rent until they are ready. Perhaps one could save the entire amount before buying. The problem there is that rental apartments often cost somewhere around what a person will pay on a house payment. For many folks, that doesn’t leave a great deal to save.

Here in Deerfield Beach the average newly constructed home in 2003 cost $118,900.[1] That requires $712.87 at 6% for 30 years. With a few hundred for taxes and insurance we are at about $1,000 a month. But that is also the rough cost of a two or three bedroom apartment in the same locale.[2] Now, suppose you could afford both to rent the apartment at $1,000, and to save $1,000 a month. Let’s say you can get 4% on your savings—in just a bit over eight years you will have the $118,000. But are you sure that in eight years your rent will not rise, and are you sure that the house will still be $118,000? And, with a $2000 a month payment you could pay off the $118,000 house in seven or eight years—including $300 to $500 a month for taxes and insurance.

Obviously there are intangible factors that cut both ways—one gets maintenance issues right along with pride of ownership. But who is more the usurer in this example—the landlord or the banker?

Still, a few will question why there should be any interest charge at all. (Even paying for the house in eight years will add about $31,000 to the $118,000.) After all, “I am going to pay the money back-why should I have to pay something more?”

To begin with, the banker doesn’t know that you will pay him back. People do die, go to jail, and disappear into the night. Through experience the banker knows approximately how many, and passes the cost of those unpaid loans on to the honest and reliable people. If he didn’t, he wouldn’t be there to loan the money. He may charge higher rates for purposes he judges to be more risky, but he knows he cannot collect from the missing or the bankrupt.

But the major factor in interest rates is the “opportunity cost.” It may be easier to understand if you put yourself in the position of the lender. Suppose an acquaintance came to you asking to borrow, say, $5000 for five years. Rich or poor, you probably don’t have it lying around the house. Maybe you have it in a CD, or you own a few shares of stock—immediately, the cost of withdrawal penalties or brokers’ commissions enter into your thinking—it will cost you something just to liquidate the money in order to turn it over to the acquaintance. And then you will ask yourself what you will be losing in interest or dividends (about $1100 at the 4% we assumed for savings above). And, finally, you will ask yourself what might be the effects on your own plans—if, say, you had intended to spend the $5000 on a new roof sometime in the next two years—what would be the effect of not having your money for five years? And, no matter who the acquaintance is, the risk calculations will be going on in your mind if not on paper. Unless you are prepared to make a gift to the acquaintance of somewhere between $1100 and $5000, you will have to charge something for the use of your money.

The Commercial banks do look at loans from a slightly different perspective. Through the magic of the Federal Reserve system, they can loan the same money out to several customers at the same time. They call this “fractional reserve banking.” You can’t do this with your $5000, but under current reserve requirements, your banker can take your checking deposit of $5000, place $500 in reserve, and loan out $4500. No magic yet, but when that $4500 gets deposited in another bank, that banker can loan out $4050, which in turn can back another loan for $3645 ... $3280.50 ... $2952.45 ... $2657.21 ... $2391.48 ... $2152.34 ... $1937.10 ... $1743.39 ... $1569.05 ... $1412.15 ... $1270.93 ... and so on to equal $50,000 in loans. Since borrowers generally deposit the checks they receive from the bank in that bank or another, the money circulates pretty evenly and it is unlikely that there will be a run on any one bank beyond the amount they hold in reserve. The reserve requirements, which may vary from time to time, are set by the privately owned central bank known as the Federal Reserve (“the Fed”). As of June 2004 they were 10% on checking accounts and 0% on savings accounts.[3]  There are arrangements for loans from the Fed if a bank gets in trouble maintaining the mandated level of reserves.[4]
A number of objections can be raised to the Federal Reserve, not the least of which is monopoly control of the money supply by private bankers—a money supply based entirely on government debt (No, Virginia, not gold, not silver, but debt). Fractional reserve banking is one aspect of the Fed that usually raises eyebrows more than others. It is relatively safe, for the Fed can pump “money” into the system in general or to specific banks if there are signs of a run. But our discussion is on usury, and even if loans are made to fully informed borrowers, there does seem to be something a bit “off” about the banks loaning the same money ten times over at 6% or whatever the prevailing rate. That issue could be addressed simply by adjusting the rate—but it is impossible to determine just what the rate ought to be in the absence of a free market—the Fed powerfully influences the interest rate via its “open market operations,” the sale or purchase of US Treasury bonds in order to raise or lower the money supply; the “federal funds rate,” which banks charge each other; and, ultimately, the interest rate paid by consumers. The Fed’s buying of T-bonds increases the money supply and lowers the rates; selling T-bonds decreases the money supply and raises the rates.[5] The Fed also dictates the fractional reserve requirement, also thereby controlling the money supply, and very strongly influencing the interest rate—but changing the reserve requirement is a lot more bother for everyone involved than open market operations. What should the interest rate be? Today it is whatever the Fed says it should be.

Since the money supply is not pegged to any standard of value there is a tendency toward inflation. If anything, there is a bias in favor of inflation—as opposed to deflation, recession, or depression—in the Fed’s thinking. Those living on a fixed income will be able to afford a little less each month, even though they have the same number of dollars. Those who can will demand “cost of living raises,” thus adding to the inflation. The T-bond holders will benefit from a rise in the price of their bonds as the Fed shops for a few million dollars’ worth of bonds, and, characteristically, they will reinvest their inflated profits in other things before the effects of the inflation propagate through the market (i.e. they will enjoy the proverbial dream of “selling high and buying low”). 
Open market operations .are conducted through normal investment channels. The Fed goes to the large investment brokers to buy the T—bonds-they too make their profits before inflation works its way through the economy and can reinvest at rates that are soon to be low.

The economy is a complex thing, and this writer, a priest with only moderate experience and education in business, is not qualified to set all of its problems right; yet others far more knowledgeable and far more experienced have drawn similar conclusions. But if there is a moral issue in this, it is not in borrowing of money by people above the lower levels of poverty voluntarily agreeing to pay interest in return for an improvement in their condition. The moral question concerns the structures of our governmentally imposed economic system. “Is it not possible,” we must ask ourselves, “that a different approach might lead to lower levels of poverty and a uniformly higher degree of well-being?” There is an undisputable connection between the fulfillment of basic security needs and the ability to grow in the spiritual life. Perhaps there is the opportunity here to allow more people to know God, and to know Him without despair and resentment over their material condition.
Yes, People Did Help Friends and Neighbors to Build
Let’s consider Luke Smith, the young man of a hundred years ago who met Becky Thatcher at the church’s Sunday ice cream social; the third son of an average farmer, who has decided that he wants to build a new home, marry Becky, and bring her home to it on their wedding day. Matthew Smith Jr., the firstborn, will inherit the family household, and Mark Smith is soon to be ordained to the priesthood. The father, Matthew Smith, Sr. thinks Becky is a good girl, approves of their wedding, and agrees to deed a few acres out of his two hundred to Luke.

With his father’s generosity and approval, at first, Luke thinks that his problems are all over. Then he gets down to the realities of what must be done and how long it will take before there is a house which he and the new Mrs. Smith can safely—let alone comfortably—inhabit. Let us imagine his planning: [6]
Luke Smith’s ten acre home site is just over the hill from his parent’s home. That is fine, since he will continue to be a part of the family farming effort—at his new home he will have to make structural provision for only a few horses and a wagon, some winter storage, and a few essential domestic animals; a few dozen chickens, a pig or two, and probably some goats—probably, a structure no bigger than his own house and less expensively constructed, will suffice.

Luke’s first concern will be with the water supply-where does he dig the well? No point in building a house where there is no water! Ezechiah, the local dowser, can usually take a fresh green forked stick, spit on the short end of the fork, hold the long ends in his hands, and find water on the first dig. Ezechiah demands two bottles of “liquid corn” for his services, but has been known to settle for three and a half dozen very brown eggs. If, after Luke digs the thirty-five foot deep hole, there is no water, Ezechiah will renegotiate his fee for the second dig. Once the well is under way, Luke will also have to lay out and dig two other significant holes: one for a root cellar under the proposed house, and the other for an outhouse, as far as possible downwind, downstream, and downhill from the water supply. Luke’s friends and relatives will help him to dig these fairly significant holes, but he will have just begun to consider the capital outlays necessary to make the holes and the whole enterprise viable.

Luke probably has to buy some cement and some kiln fired brick to make his diggings secure and safe for his new family; some bricks for the walls of the root cellar, and some bricks to encase a well shaft a few feet in diameter while backfilling the rest of the hole with gravel. Instead of a bucket on a crank, Luke hopes to have a mechanical hand pump, and a covering over the well. He would do well to build even the walls of his septic pit with stone or brick. (There is nothing worse than thinking that one is comfortably about his business while seated on the deck of an outhouse that is collapsing into the pit below!) Already there are capital requirements that cannot be supplied by the labor of family and neighbors.

After digging and reinforcing a significant number of large holes in the ground, Luke Smith will begin to think about acquiring the necessary building materials to raise his and Becky’s new home. We’ll assume that the root cellar is the only thing akin to a foundation, and that the house will be built, essentially on the ground.

Wooden beams and boards now become essential. The only way for Luke to acquire them is to fell trees and have someone establish a portable saw mill on the property. The saw mill owner cannot afford to contract just for eggs or liquid corn, even if he is a friend or family member, because he has to provide for the supply and mechanical upkeep of his equipment—beyond his own physical needs or wants. While the sawmill is being arranged for and set up, Luke and his friends are feverishly working to fell timber at the correct time of year, so that it may lie on the ground until properly “seasoned” and thus be impervious to rot and infestation.

When it is time to invite the friends and neighbors for the actual construction, a number of capital outlays will have to have been made. The sawmill operator will probably be able to make or get a good price on wooden shingles for the roof, but a few roles of tar paper will mean the difference between comfort and drip. Corrugated tin will work for the stable, but it would be awfully hot in summer, cold in winter, and terribly noisy when it rains or hails on the house. Nails for the boards and bolts for the beams must be secured from a distant factory—metal hinges, as well. There will be a few dozen items that everyone forgets which will have to be bought and paid for at the last moment.

When all of the initial work is over, the Smiths will have a house that is not much more than a big room. Hopefully there will have been time, material, and labor to raise a wooden floor off the ground. At one end will be the kitchen, equipped with an enameled sink, piped through the wall to an adjacent garden patch, and a large black iron stove (two more capital outlays)—at the other end there will be provision for the future building of a stone fire place. Until both ends of the house can be heated, walls and doors will be purposefully scarce. Things in general will look nothing like what you have seen in Western movies.

The point of this imaginary exercise is that even with free land, natural building materials, and abundant help from friends and neighbors, the new Smith family will move into relatively primitive housing that will be upgraded to more comfortable standards only as years and decades pass. There are relatively few places left where the local authorities would even permit such construction—it would certainly be impossible and illegal on a quarter acre city lot. Most modern Americans would find themselves without the time, the ability, or the energy to undertake such an effort—-hardly any would give it a second thought.

The alternative is to borrow the money at the beginning of construction, build a house that is more or less complete in its amenities, and spend those years and decades in both making payments and enjoying the home.

Or one might “go back to nature,” living far from civilization....
Notes
[1] http://www.city-data.com/city/Deerfield-Beach-Florida.html
[2] http://www.apartments.com
[3] http://www.ny.frb.org/aboutthefed/fedpoint/fed45.html
[4] http://www.ny.frb.org/aboutthefed/fedpoint/fed18.html
[5] http://www.newyorkfed.org/education/role.html
[6] We can only imagine, for our fictional Luke Smith will have had to deal with an incredible number of variables, taking time, location, wealth, and technology into consideration.
Is it sinful to charge interest on a loan?
http://www.uscatholic.org/articles/201603/it-sinful-charge-interest-loan-30591
By Kevin P. Considine, March 17, 2016

Let’s say I take out a mortgage to buy a home, most likely from a very large bank, on which I am charged interest. Or maybe I loan a friend money to start her own business. Once her venture succeeds, she pays me back what she borrowed, plus a 10 percent return as a gesture of thanks. Are either of these situations sinful?
The answer is not clear. On the one hand, the Old Testament condemns the practice of charging interest because a loan should be an act of compassion and taking care of one’s neighbor. As such, making a profit off a loan is exploiting that person and dishonoring God’s covenant (Exodus 22:25–27). St. Thomas Aquinas agrees; in Summa Theologica he uses the term usury and argues that interest is inherently unjust and one who charges interest sins. He writes, “To take [interest] for money lent is unjust in itself, because this is to sell what does not exist, and this evidently leads to inequality which is contrary to justice.” In Dante’s Inferno, usurers were condemned to the seventh circle of hell, a place reserved for those who did violence against God. 

On the other hand, the Fifth Lateran Council in 1517 reversed earlier prohibitions against charging interest on loans, and current Catholic teaching mostly avoids the topic. In the most recent edition of the Catechism of the Catholic Church, the only mentions of it are in regard to global economic exploitation that leads to homicide and a vague reference to the problem of ignoring the Old Testament command to waive all debts once every seven years. 

It might initially seem like little is at stake when it comes to interest, but this is an issue of human dignity. A person is made in God’s own image and therefore may never be treated as a thing. Interest can diminish the human person to a thing to be manipulated for money. 

In an article for The Catholic Worker, Dorothy Day articulated this well: “Can I talk about the people living off usury . . . not knowing the way that their infertile money has bred more money by wise investment in God knows what devilish nerve gas, drugs, napalm, missiles, or vanities, when housing and employment. . . for the poor were needed, and money could have been invested there?” Her thoughts were a precursor to what Pope Francis now calls an “economy that kills.”

To sin is to say “no” to God and God’s presence by harming others, ourselves, or all of creation. Charging interest is indeed sinful when doing so takes advantage of a person in need as well as when it means investing in corporations involved in the harming of God’s creatures.

Kevin P. Considine is an assistant professor of theology at Calumet College of St. Joseph in Indiana.
Is Usury still a sin?
http://distributistreview.com/is-usury-still-a-sin/
By Thomas Storck, January 30, 2012

Introduction
In order to know whether usury is still a sin we must first understand what it is. Although today usury commonly means charging excessive interest on loans, or perhaps merely on loans intended for consumptive purposes, 1 the classical doctrine of the Church on usury and the debates among some of her outstanding theologians were concerned with another question. For usury as it was understood for centuries meant the charging of any interest on a loan simply by virtue of the loan contract, that is, without any other justifying cause except that money is being loaned. The most recent relatively complete papal discussion of usury occurred in Pope Benedict XIV’s encyclical of 1745, Vix pervenit. The pope stated:
The nature of the sin called usury has its proper place and origin in a loan contract … [which] demands, by its very nature, that one return to another only as much as he has received. The sin rests on the fact that sometimes the creditor desires more than he has given…, but any gain which exceeds the amount he gave is illicit and usurious.

One cannot condone the sin of usury by arguing that the gain is not great or excessive, but rather moderate or small; neither can it be condoned by arguing that the borrower is rich; nor even by arguing that the money borrowed is not left idle, but is spent usefully…

Although, as we will see, in this same encyclical Benedict expressly allows for the possibility that there can be legitimate titles to interest which do not fall under the head of usury, the central question is simply whether interest is ever justified merely by virtue of a loan contract, and we should keep this point in mind as we proceed.

Usury is a question that arises at the intersection of theology, philosophy, economics, and law, and has implications for each. Considering the weight of the Church’s consistent and centuries-long condemnation of usury, obviously there arises a theological question of development of dogma, as well as of the validity of venerable arguments in scholastic moral theology and moral philosophy, in canon law, and in the teachings of economic theory. I will treat the subject mainly, however, from the standpoint of moral philosophy and theology, which, along with canon law, is where historically most of the controversy was conducted.

Historical background and development

Since the usury question has an unusually long and rich history, I think that it is necessary to sketch this background, without which both the importance of the controversy and the weight of the intellectual argumentation on behalf of the Church’s traditional position might not be clear. In addition, an historical approach will help to show how gradually the essential features of the condemnation of usury were worked out.

The negative judgment upon usury in the early Church occurs against a backdrop of wide condemnation by Greek and Roman writers as well as in the Old Testament. The list of classical pagan authors who disapproved of it is impressive and includes Plato,2 Aristotle,3Aristophanes,4 and Seneca.5 In addition to a general condemnation of usury by some of the best minds of the classical world, Roman law provided the legal concept from which canon law would later draw its fundamental analysis of the usury question. This was the Roman law contract of mutuum, and one can hardly overestimate its importance for understanding the usury question in the medieval period and thereafter.

The subject-matter of the mutual must consist of things that can be measured, weighed, or numbered, such as wine, corn, or money; that is, things which being consumed can be restored in genre…. From the nature of this contract the obligation is imposed upon the borrower to restore to the lender, not the identical thing loaned, but its equivalent—that is, another thing of the same kind, quality, and value…

With regard to the responsibility for loss, since from the peculiar character of the contract the right of consumption passes to the borrower, the latter is looked upon as the practical owner of the thing loaned, and he therefore holds it entirely at his own risk…6
The two characteristics of the mutuum contract that were to figure so greatly in subsequent discussions about usury were the fact that in such a loan the actual good loaned was not returned but consumed in some manner by the borrower, and therefore the borrower was considered as the owner of the borrowed goods for all practical purposes. This is in contrast to the loan or rent of something that will be physically returned, such as a house or a car.

The Old Testament also contains numerous strictures against usury.7 Although those in the Pentateuch limit the prohibition only to fellow Israelites, the later passages, for example Psalm 15 and Ezekiel, are phrased as if they are meant to apply universally. I think that the way to regard both the pagan and Jewish usury prohibitions is to see them as part of a general framework of disapproval of usury, without stressing too much the reasons given in any particular text or even, as in the Pentateuch, the question of whether usury was prohibited only to fellow Jews.8 Usury was suspect, it had a bad odor, the upright did not exact it. This somewhat vague condemnation of usury was the inheritance of the Church and explains the fact that some of the early canons seem to condemn usury only when taken by clerics, although there are also decisive prohibitions of it as intrinsically unjust.9
The Church first manifests her opposition to usury during the patristic period.10Numerous writers condemn usury, including Apollonius, Clement of Alexandria, Tertullian, Cyprian, Basil, Gregory of Nyssa, Ambrose, Augustine, Jerome, and John Chrysostom. In addition, the Apostolic Canons, dating in their final form to around 380, in their 44th canon prohibit the taking of usury by the clergy, as do the Council of Arles in 314 (12th canon) and the First Council of Nicaea in 325 (17th canon), while the Council of Elvira, 305 or 306, the First Council of Carthage in 345 (12th canon) and the Council of Aix in 789 (36th canon) prohibit it to the laity also.11
Many of the patristic utterances against usury are in the form of denunciations of exploitation of the poor and thus do not state whether usury is an offense against justice or simply charity, or even whether it is simply prohibited by the positive law of the Church.12
But among the patristic strictures on usury two deserve special mention. The first is the letter of Leo the Great, Ut nobis gratulationem, addressed to the bishops of Campania, Picene, and Tuscany in October 443.13 This contained a section dealing with usury, known from its opening words, Nec hoc quoque. John Noonan calls it “the single most important document of the early Church on usury.”14 
It is important because it proceeds from the supreme ecclesiastical authority, because it clearly includes the laity in its prohibition and because it singles out usury as intrinsically unjust, not simply one of a number of uncharitable practices which exploit the poor.

The second item is a remarkable statement known as Ejiciens, once attributed to St. John Chrysostom, but now thought to be from the fifth century. It was later incorporated by Gratian in the Church’s canon law and anticipates the classical form of the argument against usury given by St. Thomas, and presents the clearest rationale for the usury prohibition of any of the early documents. It is worth quoting at length.

Of all merchants, the most cursed is the usurer, for he sells a good given by God, not acquired as a merchant acquires his goods from men; and after the usury he reseeks his own good, taking both his own good and the good of the other. A merchant, however, does not reseek the good he has sold. One will object: Is not he who rents a field to receive the fruits or a house to get an income similar to him who lends his money at usury? Certainly not. First, because money is only meant to be used in purchasing. Secondly, because one having a field by farming receives fruit from it; one having a house has the use of inhabiting it. Therefore, he who rents a field or house is seen to give what is his own use and to receive money, and in a certain manner it seems as if he exchanged gain for gain. But from money which is stored up you take no use. Thirdly, a field or a house deteriorates in use. Money, however, when it is lent, is neither diminished nor deteriorated.15
Ejiciens makes the crucial distinction between goods which must be returned to their original owner after being used, and goods such as money, which are returned only in amount and kind, the subject of a contract of mutuum. The first type of good normally deteriorates in use and the owner can rightly charge something for the use and, of course, expect the original thing back also. But with a good which, as the saying goes, is consumed in its use, it is hard to see how one can charge for wear and tear.16
The reasoning of Ejiciens is not altogether clear in every respect, and there are more than hints of some of the popular grounds for opposing usury which were ultimately rejected because they did not stand up to examination, such as the idea that time could not be sold and that money was purely a measure. Nevertheless, we have here a very early and solid grasp of the Thomistic argument, at least in germ.

Before we proceed to the scholastic period with its rich and complex discussions of usury, we would do well to sum up where we stand. Usury is clearly condemned by the Old Testament, several notable classical pagan authors, and the early Church. But many of these sources seem to condemn usury as a sin against charity, not necessarily against justice, in the sense at least that they include it in general denunciations of acts that exploit the poor. There is usually no clear reason given in these statements for saying that usury is wrong, and most of them tend toward the rhetorical rather than being rational examinations of what usury is and why it is wrong. But no one could read this mass of material and come away without understanding that usury offends against Christian morals, whatever the ultimate basis of its depravity might be.

Next we turn our attention to the elaborate development of theories about usury that began tentatively in the early middle ages and lasted till around the middle of the eighteenth century. The scholastic analysis of usury by no means ended with the end of the medieval period, for the same kind of reasoning and arguments, even if sometimes with different results, were employed for several centuries afterwards. In discussing this period I will proceed as follows: after some preliminary remarks I will set forth the scholastic usury teachings that have the most force, chiefly official pronouncements by the Church and the opinions of St. Thomas Aquinas. Then I will discuss the kinds of contracts that became increasingly common as means either to avoid or evade the usury prohibition, noting in particular any official reactions to them. This will bring us to the end of the period in which scholastic reasoning could be said to be taken for granted in the world of Catholic theology and philosophy, a period that, for our purposes, conveniently coincides roughly with Benedict XIV’s encyclical, Vix pervenit. We should keep in mind that throughout this period hardly any Catholic attempted to justify the taking of usury as such; on that there was no controversy to speak of. The controversy and the complex arguments that characterize this period concern not whether it was licit to take interest simply by virtue of a contract of mutuum, but why this is so, and especially whether various other contracts do or do not constitute usury and whether and when extrinsic titles can be invoked by which one may justly receive interest on a loan.

During the Carolingian period both ecclesiastical and civil authorities had promulgated numerous decrees against usury, including excommunication for laymen guilty of usury.17 Scholastic analysis proper may be said to begin with St. Anselm of Canterbury, “the first medieval author to suggest the similarity of usury and robbery … one of the earliest indications that usury is to be considered a sin against justice.”18 In the high middle ages the discussion of usury became more focused and clear. At the same time writers sometimes took as the basis for their reprobation of usury a ground that was subsequently to be disavowed or at least to fail to find much support in other authors, for example, the selling of time, which was held to occur in usury; the Aristotelian doctrine that money was not fruitful or that money was purely a measure; and the idea that a loan had to be gratuitous (cf. Lk 6:35) and thus the lender could not hope for or receive any recompense beyond a return of the principal. But the bases that were to provide the best means of understanding the sinfulness of usury were also frequently mentioned, and in the case of St. Thomas, constituted his principal argument against it. These bases are chiefly the consumptible nature of money, and hence the fact that in loaning money the same thing is not returned but something of the same kind and value, and thus ownership in a sense passes to the borrower. The important point about the development of scholastic doctrine on usury is that almost all writers sought to ground the Church’s prohibition in the natural law itself, however variously they explained it.19
St. Thomas’ most mature discussion of usury is in the Summa theologiae II-II, q. 78.20 I will quote extensively from the Respondeo from article 1, which contains his theory in a nutshell.

I answer that to receive usury for money loaned [mutuata] is in itself unjust, because that is sold which does not exist, by which clearly an inequality is constituted which is contrary to justice. For the evidence of which it must be known that there are certain things the use of which is the consumption of those things; as we consume wine by using it for drinking or we consume wheat by using it for food. Whence in such things the use of a thing ought not to be computed separately from the thing itself; but to whomever is granted the use from that fact itself is granted [possession of] the thing; and on account of this in such things through the loan [mutuum] ownership is transferred. If anyone therefore wishes to sell separately the wine, and again wishes to sell the use of the wine, he would sell the same thing twice, or he would sell that which does not exist; whence clearly he would sin by injustice. And by a similar reason he commits injustice who loans [mutuat] wine or wheat seeking to be given two recompenses; one indeed the restitution of an equal amount of the thing, the other, on the other hand, the price of the use which is called usury.

Below I will consider this argument in more detail and attempt to show how it provides a solid intellectual justification for the proposition that in a loan of mutuum nothing may be asked except the principal, unless some other title to interest is also present.

In addition to numerous papal condemnations and those by local councils, it is worth mentioning the several condemnations of usury by ecumenical councils during this period, including Lateran II in 1139,21 Lateran III in 1179, Lyons II in 1274, Vienne in 1311–12,22 and Lateran V in 1512–17. I will mention this latter again in connection with the question of the montes pietatis.

Although as I said, in view of the repeated condemnations of usury by the Church, it was extremely rare for anyone directly to defend the practice during the scholastic period, the needs of business, or it may be the greed of men, sought ways to ensure a safe and guaranteed return and yet avoid the sin of usury or at least the severe canonical penalties to which usurers were subject. One such method was the contractus trinus or triple contract.23
Briefly, a contractus trinus was a three-fold contract existing between two business partners. The first contract was the simple contract of partnership by which one partner undertook to provide the funds and the other to do the trading. The second contract was a contract of insurance by which the active partner insured the principal of the inactive partner, and the third contract, similarly a contract of insurance by which the inactive partner was guaranteed a profit, smaller than the enterprise was likely to make, but guaranteed, whereas the profit of the partnership itself was always in some doubt due to uncertain business conditions, the possibility of loss, etc. The silent partner paid for the two contracts of insurance by forgoing the difference between the profit he might have made as a full partner and what he would receive as guaranteed profit, say the difference between an expected 8% and a guaranteed 4%. Thus even if the enterprise miscarried the active partner would be required to restore the principal plus a guaranteed profit to the inactive partner. Although a bull of Sixtus V in 1586 could be interpreted as condemning the contractus trinus, it was largely without effect. Theologians argued that it did not ground its condemnation of the triple contract in natural law, but was merely positive legislation on the part of the pope, and in addition that its apparent ambiguity left doubt as to exactly what contracts were included in its strictures. During the sixteenth century it became widely used even without definitive approval by the Church.

The other popular contract used to avoid usury was the census or rent-charge.24 The censuswas a curious sort of contract, at least to modern ears. In its original form someone would buy the right to receive the income, or even the actual produce, from some definite thing, such as a farm. Later, with the personal census, this was extended to be merely the right to a return from the work of a certain person, or a census could be established based upon the tax revenue of a city or even upon the income from another and prior census. In addition, the census contracts had many variations, for example, some provided that the census could be terminated at the call of the buyer or of the seller or of either party. Pope Martin V in 1425 approved the more conservative types of the census, but the more exotic and speculative kinds never received official approval, although they were defended by some theologians.

Both the contractus trinus and the census assumed many forms according to the needs or wishes of merchants. Even more remarkable, however, was the growth of the notion of implicit contracts.25 Merchants, and even the notaries who drew up contracts, often did not take the trouble to put them in the form required by theological authority, e.g., to specify clearly and distinctly the three parts of a contractus trinus, so that a contract document that was phrased ambiguously might appear on its face to be a contract of mutuum, with the guaranteed return simply an instance of usury.26 This too found its theological defenders who developed the theory, which became generally accepted, that if a contract, no matter how its wording ran, could be analyzed into some acceptable type, then it was licit, and that merchants needed to have only an implicit intention of entering into some kind of licit contract, even if they could not state what that was. “Not only were the effects of the triple contract and census those of a loan, but even their form did not need to be explicitly different from a loan, if the form could be analytically reduced to a licit contract.”27
Although among Catholics usury as such still found almost no defenders in the sixteenth and seventeenth centuries, theological opinion working hand in hand with the inventiveness of merchants and lawyers had succeeded in furnishing several substitutes that allowed for both safety of the principal and a guaranteed return. 
But before discussing the dramatic, if confusing, turn of affairs after 1745, we must look at the titles to legitimate interest on loans that had been developing since the middle ages, and that ultimately became of more significance than either the contractus trinus or the census, because they could be applied to a loan contract directly and without any necessity for using a particular form of words in drawing up the contract. These were the titles to legitimate interest that were considered extrinsic to the mutuum contract itself, that is, they might or might not exist depending on extrinsic circumstances, even if some of these circumstances were nearly always present. These were chiefly lucrum cessans and damnum emergens.

Lucrum cessans and damnun emergens are in a sense two sides of the same coin. The first refers to the profit that someone might have made with his money had he not instead made a loan of mutuum, and the second is damage or loss that a lender suffered or might suffer because he did not have access to his money for the duration of a loan. Admitted in principle, at least in isolated cases, early in the debate, they become generally accepted later. One point to note, however, is that here the question of one’s intention in making a loan, a point that loomed large at certain times in the usury debates and that we have not looked at, must be mentioned. If a merchant accustomed to trading used a sum of money for a loan of mutuum instead of in a business venture, then clearly he could claim lucrum cessans, since he was always engaged in profitable activities with his money. But what of someone who simply wanted a safe means of earning a return? It is true that theoretically he could engage in trade and therefore would qualify for lucrum cessans, but in many cases there was no real likelihood that he would do so, either through inexperience or fear of loss, for example. I raise this point here in connection with the extrinsic titles, and we will look at it again when we discuss the moral questions of lending in today’s economy.

One last subject that must be mentioned in our historical review are the montes pietatis.28These were institutions, sponsored usually by municipal governments or the Church, which made loans at low rates of interest to provide an alternative to usurers. They had some similarities to pawn shops in that they required that a pledge be left to cover the possibility of the loan not being repaid. As a rule they charged interest to cover their expenses, including salaries of their employees. Was this interest usury, and therefore despite the good intentions of their founders were the montes illicit? Previously it had been generally held that a loan of mutuum could be made only by a merchant who diverted funds to a loan, and probably out of charity toward the borrower. To justify the montes seemed to open the way for justification of lending itself as a business, for if the montes could charge for their employees’ salaries, why could not a private pawnbroker do the same? Because of considerations such as this, they had many opponents, but the popes gave their approbation to numerous individual montes throughout Italy, and definitive approval came in 1515 with their acceptance by the Fifth Lateran Council, despite opposition by the famous Thomistic commentator, Cardinal Cajetan.29 We will see that this approval of interest charges for expenses figures in our discussion below of licit and illicit interest.

Questions concerning what was and was not usury continued to be debated, sometimes bitterly, by theologians throughout Catholic Europe down to the middle of the eighteenth century. At this point (1745) there appeared the papal encyclical, Vix pervenit, already mentioned. Vix pervenit was the most extended discussion of usury ever to come forth from a pope, and it reaffirmed the essentials of the traditional teaching, while at the same time giving express allowance for extrinsic titles. Although originally addressed only to the bishops of Italy, and thus not a teaching binding on the entire Church, “it was extended to the universal Church by a decree of the Holy Office of July 28, 1835.”30 Since it is the controlling authority for our discussion, I will quote it again and more fully.

The nature of the sin called usury has its proper place and origin in a loan contract [in contractu mutui]. This financial contract between consenting parties demands, by its very nature, that one return to another only as much as he has received. The sin rests on the fact that sometimes the creditor desires more than he has given. Therefore he contends some gain is owed him beyond that which he loaned, but any gain which exceeds the amount he gave is illicit and usurious.

One cannot condone the sin of usury by arguing that the gain is not great or excessive, but rather moderate or small; neither can it be condoned by arguing that the borrower is rich; nor even by arguing that the money borrowed is not left idle, but is spent usefully, either to increase one’s fortune … or to engage in business transactions. The law governing loans consists necessarily in the equality of what is given and returned; once the equality has been established, whoever demands more than that violates the terms of the loan…

By these remarks, however, We do not deny that at times together with the loan contract certain other titles—which are not at all intrinsic to the contract—may run parallel with it. From these other titles, entirely just and legitimate reasons arise to demand something over and above the amount due on the contract.31
Shortly after the appearance of Vix pervenit occurred the series of events, chiefly responses from various Roman congregations, which seem to some to constitute the Church’s repudiation of its hitherto constant teaching.32 The decisions emanated from either the Holy Office, the Sacred Penitentiary, or the Sacred Congregation of Propaganda, beginning in 1822,33 some of them with explicit approval by the reigning pope. They were addressed to confessors and their general tenor was the same: persons demanding interest on loans within the limits allowed by civil law should be left undisturbed and not denied absolution. Sometimes the proviso was added that penitents should be prepared to submit to any future decision of the Holy See. At the same time Rome never retracted the doctrine of Vix prevent and even reaffirmed and applied it to the entire Church, as we saw above.34
After this period of acquiescence in the practice of taking interest on loans without any clear extrinsic title we come to more recent times, where the first thing to mention is the condemnation of usury in 1891 by Leo XIII in the encyclical Rerum novarum.

Rapacious usury has increased the evil [of unrestrained competition, etc.] which, more than once condemned by the Church, is nevertheless, under a different form but in the same way, practiced by avaricious and grasping men.35
Although Leo does not explain what he means by “under a different form,” I think it is clear that what he terms usury is simply what the Church always meant by it, especially since he states that it has been “more than once condemned.” Thus we can see this as a simple reaffirmation of the traditional doctrine as stated previously in Vix pervenit.

Then the 1917 Code of Canon Law (canon 1543) reads,

If a fungible thing is given to someone in such a way that it becomes his and later is to be returned only in the same kind, no gain can be received by reason of the contract itself; but in the payment of a fungible thing, it is not in itself illicit to contract for the gain allowed by law, unless it is clear that this is excessive, or even for a greater gain, if a just and adequate title be present.36
Here again we see a restatement of the doctrine of Vix pervenit, followed, it is true, by words that seem to deny much significance to the doctrine. Finally in the very recent encyclical of Benedict XVI, Caritas in veritate (2009), in section 65, after noting the necessity of reorienting the financial sector toward the common good, the pope twice mentions protecting and helping to defend “the more vulnerable” or the “weakest members of society” from usury.37 But let us now conclude our historical treatment and enter upon a discussion of whether and how the usury doctrine still binds consciences today.

Was there a change in the Church’s teaching?

Without question the vast majority of those who are at all aware of the usury question would say that there was at least some change or evolution in the Church’s teaching, however they might want to explain it. For certainly it appears that usury is no longer a sin that Christians need to worry about. But there is something curious about saying the Church’s teaching has changed. When did this occur? When did usury in the sense which we mean by it here cease to be a sin? If we look in the first half of the nineteenth century as the best place to locate such a change, we find no statement by the Church during that time that says anything about repudiating the teaching of Vix pervenit, but rather the contrary, as we saw. Then in Rerum novarum we have a matter-of-fact reminder of the evil of usury, in the 1917 Code a bald-faced assertion of the medieval doctrine in its full rigor, followed by qualifications whose meaning and significance we will look at below, and most recently another denunciation of usury in Caritas in veritate. Even John Noonan, in an article written expressly for the purpose of proving that there had been changes, or developments as he called them, in moral doctrine, admits: “Formally it can be argued that the old usury rule, narrowly construed, still stands: namely, that no profit on a loan may be taken without a just title to that profit.”38 It is true that he continues, “in terms of emphasis, of perspective, of practice, the old usury rule has disappeared.” What this means and what, if anything, can or should be done about this we will take up subsequently. But I do not think that there is any special difficulty in saying that Pope Benedict XIV’s teaching from 1745 still retains its force today. One can certainly find a nearly universal practical neglect of the question of usury, but one looks in vain to find that the Church ever retracted, abrogated, or substantially altered her teaching on usury. Something of course did occur, and that we will try to understand and explain, but no one should have any hesitation about proclaiming the doctrine of Vix pervenit as the doctrine of the Catholic Church.

We have seen that beginning in the sixteenth century interest began to be routinely justified on loans by one or more of the extrinsic titles, and that about the same time the contractus trinus and the census allowed a lender pretty much the same security that he might seek in a simple loan at interest. Moreover, by the late sixteenth century these contracts did not even have to be correctly drawn up in order to avoid the stigma of usury, for an implicit good intention was widely accepted as sufficient. There is no doubt that theologians, well before the nineteenth century, while formally upholding the condemnation of usury, allowed for much that their medieval predecessors would have looked askance at.39 Although in some instances these developments were sanctioned by Rome, by no means all of them were. The real change, not in doctrine, but in the application of that doctrine to economic life, came during these centuries and not in the 1820s or 1830s. Let us try to understand what took place.

When one reads the subtle analyses of usury by the theologians of the Baroque era, one cannot help but be impressed by their painstaking efforts. Nevertheless, the increasing complexity of commercial life made it difficult to say with any assurance what was and what was not usury. Even in the fifteenth century, Fra Santi (Pandolfo) Rucellai, who had been a banker before entering the Dominican order and who, at Savonarola’s request, wrote a treatise on the morality of exchange banking, was unable to give a definite opinion on certain points.40 And things did not improve as time went on and as contracts and commercial practices grew more exotic. By the beginning of the nineteenth century, or so it appears to me, the Roman authorities basically threw up their hands and decided it was better to allow penitents to take moderate rates of interest on loans than to continue to analyze contracts and reach decisions on matters more and more opaque, especially because in many or most cases probably some kind of just title to interest did exist. In general moralists and moral theology textbooks began to retreat from an engagement with the facts of economic life. Fr. John Cronin notes this as follows:
Our moral theology texts were, in general, hopelessly out of date in applying moral principles to economic life. Apparently few moralists knew enough about economic facts to work out a realistic and complete solution. Hence moral teaching generally confined itself to obvious justice and injustice and clearly defined motives.41
In other words, it was easier to say of those involved in transactions the usurious nature of which was doubtful, that they ought not to be disturbed, than either to try to apply the principles of the usury doctrine to the complex facts of the situation or still less to make the gigantic efforts required to orient the economy away from financial speculation and emphasis on individual enrichment toward an economy based on production for use and a recognition of the claims of society as a whole.

This change in the Church’s approach to usury did not pass unnoticed. Various authors explained it in various ways, commonly arguing, however, that in modern times the nature of economic activity or the function of money differed essentially from what obtained in the middle ages.42 In our last section we will try to understand what really happened when we try to understand what the Church’s teaching on usury should mean for Christians today.

Argumentation In Support of Scholastic Doctrine

Before proceeding to look at the significance for us today of the Church’s prohibition of usury, I want to argue anew for the correctness of the teaching of Vix pervenit, based on St. Thomas’ argumentation, which looks to the consumptible nature of money as the key point. I do this so that we might approach the question of the meaning of the usury rule with a positive appraisal of the scholastic doctrine and regard it as something that must be understood rather than disregarded as a relic of the past.

We might remember that as far back as Ejiciens thinkers had distinguished between something loaned that “deteriorates in use” and something that, “when it is lent, is neither diminished nor deteriorated.”43 Money is certainly the most common representative of the latter class, but is not the only one. As we saw, St. Thomas based his argument on the more general class of consumptible things. And I think that if we look at more humble consumptibles, such as food or drink, we might be able to look at the question afresh and understand the Church’s doctrine better. Let us consider the following analogy.

Suppose we have a small businessman who owns a catering service, catering food and drink, and let us suppose further that all the supplies that accompany the food and drink are disposable, such as plastic forks, paper napkins, etc., so that there is nothing he provides to his customers that he must reuse. Now what may he licitly charge his customers for? For the replacement cost of the food and drink and the other disposable supplies, certainly. In addition, he may charge each customer for a share of the overhead for his shop, including rent, utilities, etc., his delivery van, for wages for any employees, for any legitimate interest payments he must make, and for a “return for his labor of organization and direction, and for the risk that he underwent.”44 But as regards the food and other consumptibles that he provides, it is hard to see how he can charge a customer for more than the amount purchased. If he furnishes 100 bottles of wine, the caterer may charge what it will cost him to replace a similar kind and amount of wine. Anything he charges a customer in addition must come from one of the other titles I mentioned above, such as costs incident to the running of his business and wages for his employees and for himself.

This last is what is generally called profit, a term that is often used loosely and inexactly. As we see here, Ryan reduces it to the proprietor’s labor, plus his entrepreneurial abilities and risks. It is not an open-ended invitation to charge as much as the market will bear, but rather there must exist some title of justification such as Ryan enumerates here. Looked at in this way the limiting of the reimbursement for the consumptibles sold seems obvious. Of course the caterer cannot charge for 110 bottles of wine if he delivers only 100. His profit, in reality his salary and compensation for risk, etc., comes otherwise and is not gained at the expense of expecting more in return than what he supplied.

We can now easily apply this analogy to loans of mutuum. Supposing someone is in the business of making loans, then similar expenses could justly be taken from customers. The montes pietatis acted in similar fashion. Of course the montes were not profit-making in the sense that they intended to earn more than their expenses, including salaries. But according to Ryan’s analysis of business, no business is profit-making in the sense that it can justly seek as wide profits as it can obtain. The owner can seek a fair “return for his labor of organization and direction, and for the risk that he underwent.” Although one cannot calculate such returns with mathematical exactness, neither can one maintain that they have no theoretical limit.45 And even if one were to argue that there should be no limit on such a return for labor, skill and risk, still that is not the same as saying that usury for the lending activity itself may be taken, for we have seen that here the entrepreneur can require only the same amount as the consumptible good that he has provided, “the equality of what is given and returned,” as Benedict XIV taught.

Of course in the case of our caterer he receives immediate or nearly immediate payment for his expenditure on food and other consumptibles. A loan, however, is generally paid back after a period of time, or gradually during such a period. Is not the lender entitled to some compensation on account of this delay? No, for “the mere time differential by itself does not cause a difference in value. There must be added the possibility of earning a profit in the intervening time period.”46 In other words, one must have a title such as lucrum cessans or damnum emergens to justify receiving interest, for the mere fact of delay by itself does not equate to the right to contract for more than the principal.47
I have argued both that the Church has not changed her teaching on usury and that one can make a reasonable argument for the validity of the intrinsic injustice of usury itself. On both these points, it seems to me, assent to the scholastic teaching is not where the real difficulty is. That lies elsewhere, in the question, what does it mean? Or better, does it have any meaning except as an empty and antiquated formalism? 
Assuming that we accept at least some of the extrinsic titles and other practices that grew up during the Renaissance, would adherence to the usury prohibition today make any real difference in our economic and legal practices?

Application of usury theory to contemporary economies

If what I have said is correct—if, based both on arguments from reason as well as on a failure to find that the Church ever retracted her papal and conciliar teaching on usury, it is the case that the “law governing loans consists necessarily in the equality of what is given and returned” — then there are two chief questions that concern us in this last section. In the first place, returning to my title, Is Usury Still a Sin? we have to ask what effect the intrinsic evil of usury should have on the moral conduct of the Christian. Is there anything that Christians should do or avoid in their financial or economic behavior as a result of the sinfulness of usury? Secondly, what meaning does usury have in an economy hopelessly enmeshed in all kinds of interest-bearing transactions as a matter of course and without a thought as to any justifying title? Given that for centuries theologians have found it easy to justify most forms of interest, are we committing the Church to a ridiculous anachronism, a relic of the past? Are we hankering after a silly formalism in order to justify something that it is easier and more honest simply to call interest on a loan?

In regard to our first question, in light of the various Roman decisions of the nineteenth century and of the 1917 Code, no one can be condemned for taking the legal or customary rate of interest on a loan, provided that it is not excessive. The reason for this, I argued above, is that the complexity of modern finance renders it safer simply to allow moderate interest than to engage in probably fruitless endeavors to determine the presence or absence of extrinsic titles. The Church presumes these titles to exist generally and makes the judgment that even if in some cases they do not, it is better for the sake of consciences to ignore that fact. The remedy always exists, moreover, for restitution to be made via almsgiving in case a penitent is troubled or there seems a well-founded and probable case of real usury.

Of course, it should go without saying that the interest rates of loan sharks and others on so-called payday or similar loans, which can reach even 500% per annum, have clearly no justification in any extrinsic title, and no Catholic can lawfully have anything to do with such loans.48 Such usury is a serious offense against justice and ought to be strictly prohibited by the civil law. Unfortunately, since 1978 in the United States judicial decisions and the gradual repeal of state laws regulating usury have allowed such gross injustices to flourish.49
The ecclesiastical decisions of the 1820s and 1830s were addressed to confessors and did not purport to change the usury doctrine as expressed in Vix pervenit. So even though no one can be criticized for taking moderate interest, I think that in some cases one can detect the presence of usury in modern interest. For example, while it is certainly correct to point out that today there is usually opportunity for productive investment, and that therefore those who put money out at mutuum but would otherwise invest it in some manner are entitled to claim lucrum cessans, this reasoning does not always hold. In certain cases of depression or recession, “the profit expectations of businessmen are likely to be so low that they would not employ men and machines on new investment projects even if you let them borrow temporarily at a zero interest rate.”50 In such cases “some savings will follow the sterile path of debt-financed consumption, with eventual repayment at the expense of current consumption.”51 In other words, in such situations a lack of consumer demand makes spending on productive investment unprofitable, so it is likely that someone putting money out at mutuum is not truly forgoing investment profit, because no profit is to be had for the time being. Thus when there is excess savings with no outlet for profitable use, it is hardly in accord with the common good to reward those who choose to loan by giving them a rate of interest based on a merely hypothetical opportunity cost.

We must remember that since the extrinsic titles were never given official approval except as compensation for lost opportunities for investment earnings “they can never be advanced as a justification of a general loan system based on motives of profit.”52 Thus it seems hard to justify lucrum cessans for those who have no real intention of making investments, simply because such opportunities are readily available to all. What of ordinary savers who desire to put their money into insured savings accounts at banks and who because of inexperience or fear of loss have no desire to invest in business ventures, even to buy shares of stock or mutual funds? They are not undergoing a real loss of investment income on account of their loan of money to the bank, since otherwise they might have simply hidden the money in a mattress. I do not see how the merely theoretical possibility that they could make gains from investments applies to them, since they are too risk-averse to do so. Can they licitly claim interest on bank accounts and under what title? I think there is a reason for thinking such interest just, but it is not one of the extrinsic titles that theologians approved. It is the mere fact of inflation. “He who receives a loan of money … is not held to pay back more than he received by the loan”53—but with our ability to monitor the level of inflation in an economy, we realize that money simply left alone, as in a mattress, will actually diminish in value. Therefore payment for inflation for money deposited in a bank or credit union seems just.

Moreover, it does seem possible to roughly distinguish a just rate of interest, anything above which would be usury. If we consider the rate of interest on government bonds, historically the safest investment possible, as risk-free for all practical purposes, we can then examine other interest rates in their light. The following discussion refers to Australian interest rates.

For example, on 5 January 2002, the ten-year government bond rate was 5.21%, and home mortgages were 6.3% while inflation was about 2.5%. The gap between home mortgage rates and government bonds of about 1.1% was due to the riskiness of lending to home buyers compared to the government. By subtracting inflation, the government bond rate is reduced to about 2.7% which is known as the real rate of interest. Markets anticipate a fall in rates, so there is a negligible liquidity preference effect. This means that 2.7% of the loan interest on government bonds, home mortgages and all other lending is purely the result of the expectation of the lender for a return in excess of the principle. That looks suspiciously like usury.54
This analysis justifies the interest paid on government bonds only on the basis of inflation, apparently without considering the presence or absence of any extrinsic title. Nevertheless it suggests an interesting way of approaching the question. Another method of analysis is to recall that interest legitimately taken is compensation for an investment opportunity forgone. Thus a just rate of interest could in principle be formulated based on the expected return of an investment which the lender had the opportunity of profiting by, assuming that it was possible to specify a general rate of profit for any particular place and time.

Abstracting from statutory regulation of interest, and from any special expense or risk of loss incurred by a lender … the criterion [of a just rate of interest] is the just rate of profit from investment. This does not mean that the just rate of interest is exactly the same as the just rate of profit … [for] the profits of any business are due, at least in part, to the activities of those who are running it; and also that ordinary investment involves financial risks which are not inherent in loans of money. Consequently … the just rate of interest will be lower than the just rate of profit. How much lower? Evidently by as much as corresponds to the differential advantage of lending rather than investing.55
We must remember that “the modern world … has ordered its economic affairs with little reference to moral scruples, and in such a world it is exceedingly difficult to assess the moral implications of loan contracts.”56 Often we will agree with T.S. Eliot’s confession: “I seem to be a petty usurer in a world manipulated largely by big usurers.”57 The point of these last examples is simply that even in an economy that gives and receives interest as a matter of course we can at times distinguish what might be legitimate interest from what is probably usury. Although the praxis of the Church for the past two hundred years has been not to disturb consciences on the subject, that does not mean that there is anything wrong with discussion of the matter and with attempts to identify usury where it is present. An increased consciousness of the evil and the ubiquity of usury today (cf. Rerum novarum) cannot but help to make Christians more aware of what to our ancestors was one of the greatest of sins.

Another benefit of discussion of the presence of usury in today’s financial transactions is that it might lead to steps to establish institutions which avoid or minimize usury. One possible means of overcoming loan-sharking, for example, is an institution with some resemblance to the medieval montes pietas, the credit union.58 A commercial bank has stockholders who expect to receive a return on their investment. If establishing a commercial bank can be considered as a legitimate investment activity, then some return for the bank stockholders is just. But still, whatever the stockholders receive must be paid for by higher interest rates on loans and higher bank fees. This is not the case with credit unions, which are not profit-making institutions in that sense. Of course they pay wages to their employees, as did the montes pietatis, and for the necessary expenses of providing loans.59
Today the only financial institutions that operate with the goal of avoiding usury altogether are Islamic banks.60 If usury is unjust, why are Christians not as active in promoting these sorts of financial institutions as Moslems? Let us in conclusion look briefly at a few more financial practices and institutions which Christians might promote were we to recover the zeal for economic justice that characterized Catholics at an earlier period.

The whole Christian doctrine of property with its responsibilities of ownership which the modern world has forgotten is wrapped up in this question of money and the taking of interest thereon. If I am in possession of money, I am in possession of something that is vital to the society in which I live. I, as a Christian, therefore, have very definite responsibilities with respect to the ownership of that money. Christian morality knows of no theory of an unqualified and unconditional ownership of property of any description. Property must be used according to its true end and purpose and in the case of money that true end and purpose is as a means of exchange. Therefore, the wrongful withholding of that money from circulation for the purpose of making a profit by waiting is a misuse of property.61
Such a doctrine of money is akin to Paul VI’s doctrine of property in Populorum progressio.

[P]rivate property does not constitute for anyone an absolute and unconditioned right. No one is justified in keeping for his exclusive use what he does not need, when others lack necessities…. If certain landed estates impede the general prosperity because they are extensive, unused or poorly used, or because they bring hardship to peoples or are detrimental to the interests of the country, the common good sometimes demands their expropriation.62
Clearly expropriation of funds that are being used merely in idle usury should be a last resort, and normally the law will use financial incentives and penalties to direct such funds toward uses more in accord with the common good. But no Catholic need be afraid to acknowledge that “the public authority, in view of the common good, may specify more accurately what is licit and what is illicit for property owners in the use of their possessions.”63 A Christian society, then, by outlawing true usury completely, and by forbidding or discouraging the kinds of contracts that during the Renaissance helped undermine the usury prohibition among both theologians and merchants, would seek to direct money toward its proper use. Some form of credit union might be adequate to provide financing for non-productive consumer loans. The demand for commercial credit could be satisfied either by merchants diverting funds from investments, and licitly claiming lucrum cessans, or by some form of commercial credit union run by associations of businesses.

Just as in the Great Depression of the 1930s, so also now events are forcing theologians and moralists to turn their attention to the economy. But in reality, Catholics should have as lively a sense of the demands of the moral law relative to the economy as they do relative to sexuality or war.

In the Middle Ages, it was taken for granted God’s law applied to the totality of life. The idea of a double standard of morality, with a strict code for private life and a minimum of moral obligation for business and public life, is an innovation based on philosophical and religious individualism of the eighteenth century.64
However far we are today from a Christian society or a Christian economy, the goal “to impress the divine law on the affairs of the earthly city” is always present.65 With respect to usury the Church has been clear in setting forth a principle, a principle it is true that must be intelligently applied to the complex circumstances of financial life, but which nonetheless is a standard for both individual and social conduct. The doctrine on usury establishes a social goal, and even if we cannot fully achieve that now there are various intermediate goals that we can work toward implementing.
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Did the Church Change Its Stance on Usury?
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By Christopher Kaczor, July 2, 2006

When confronted by a papal decision they don’t accept—teachings against contraception or the ordination of women, for example—some Catholics say, "The Church teaches that now, but it will change its stance, just like it did with usury." But the Catholic Church’s treatment of lending at interest must be situated in its broader context to be properly understood and to address this objection.
Jesus said, "It is easier for a camel to go through the eye of a needle than for a rich man to enter the kingdom of God" (Luke 18:25). In the thirteenth century, Thomas Aquinas made the same point in a less poetic fashion when he argued that the perfect happiness we all seek cannot be found in wealth, because money is only a means to acquiring other things, it cannot satisfy all human desire, and it is easily lost. Money, though a good, is not the greatest good, and the pursuit of money must always be subordinate to the good of the human family and the greater glory of God.

Blameworthy by Divine and Human Laws
Usury is condemned by Fathers of the Church—including St. Ambrose, St. Jerome, St. Augustine, and Pope St. Leo the Great—characteristically in the context of taking advantage of the poor. Usury was also condemned at the Council of Elvira, the Council of Arles, and the First Council of Nicea, all in the fourth century. The Second Lateran Council declared in 1139:

We condemn that practice accounted despicable and blameworthy by divine and human laws, denounced by Scripture in the Old and New Testaments, namely, the ferocious greed of usurers; and we sever them from every comfort of the Church, forbidding any archbishop or bishop, or an abbot of any order whatever or anyone in clerical orders, to dare to receive usurers, unless they do so with extreme caution; but let them be held infamous throughout their whole lives and, unless they repent, be deprived of a Christian burial.

Popes Alexander III, Gregory IX, Urban III, Innocent III, and Clement V reiterated these condemnations. The teaching on usury was not seen only as a matter only of revelation but also reason. Commenting on Aristotle’s Politics, Aquinas wrote in the Summa Theologiae that "the Philosopher [Aristotle], led by natural reason, says that ‘to make money by usury is exceedingly unnatural.’" Thomas then offered what came to be the standard argument against usury: It contradicts justice, and it is therefore incompatible with the happiness of the virtuous person in this life and with the rectitude of will required to enjoy perfect happiness in the life to come:
To take usury for money lent is unjust in itself, because this is to sell what does not exist, and this evidently leads to inequality, which is contrary to justice. In order to make this evident, we must observe that there are certain things the use of which consists in their consumption: Thus we consume wine when we use it for drink and we consume wheat when we use it for food. Wherefore in such like things the use of the thing must not be reckoned apart from the thing itself, and whoever is granted the use of the thing is granted the thing itself and for this reason, to lend things of this kind is to transfer the ownership. Accordingly if a man wanted to sell wine separately from the use of the wine, he would be selling the same thing twice, or he would be selling what does not exist, wherefore he would evidently commit a sin of injustice. In like manner he commits an injustice who lends wine or wheat, and asks for double payment, viz. one, the return of the thing in equal measure, the other, the price of the use, which is called usury. (ST II-II.78.1)

Money, in the medieval model assumed by Thomas, is a thing consumed in its use, like a meal. Therefore, to charge a person interest on a loan is to demand payment (principal) for selling the money and another payment (interest) for renting the money. John Finnis puts it this way:

To make any further charge in respect of the loan of money is unjust, and the name for this sort of charge—this sort of wrong—is usury. (Aquinas, Oxford University Press, 205–6)

Justice in exchange consists in an equality between what is given on both sides of the exchange. If someone lends amount y, then in justice the borrower must repay amount y. To demand interest in addition to principle is to be unjust.
Today, things look very different. Catholic schools invest their money to get a return, lending at interest is virtually universally accepted, and no contemporary theologian or pope objects. In fact, in The Scholastic Analysis of Usury, John Noonan writes:

By 1750, then, the scholastic theory and the counter-theory . . . agree in approving the common practice [of demanding interest on loans]. (The Scholastic Analysis of Usury, Harvard University Press, 377)
A Development of Doctrine
There has certainly been a change from the time of Thomas until today, but there is some dispute about how to characterize this change. Did the Church reverse itself and repudiate its prior teaching? Or was this change a development of doctrine?
To answer this question, let us return to Thomas. He did not think it was right to sell and rent the very same thing, but he did not hold that in all cases a person extending a loan must accept as repayment the exact loan amount. The lender may also require monies as insurance against loss of the principle. Thomas did not think that, had the loan been returned on time, it justified charging interest. He said:

The lender cannot enter an agreement for compensation through the fact that he makes no profit out of his money: because he must not sell that which he has not yet and may be prevented in many ways from having. (ST II-II.78.2 ad 1)

This condemnation rests on circumstances that may, and did, change. In some market situations—apparently the ones prevalent in the thirteenth century—the likelihood of growing money through investment was seen as greatly uncertain. But in contemporary market situations, investment growth is virtually assured. As secure ways of investing money developed, the lender did lose profit on money unless interest was charged.
To take a different example, in the Middle Ages removing a man’s heart was the same as killing him, but today a heart may be removed in surgery to restore life. Intentionally killing an innocent person is always wrong, but the specific actions that count as intentional killing change and depend in part upon the development of technology.
As Noonan makes clear:

As far as dogma in the technical Catholic sense is concerned, there is only one dogma at stake. Dogma is not to be loosely used as synonymous with every papal rule or theological verdict. Dogma is a defined, revealed doctrine taught by the Church at all times and places. Nothing here meets the test of dogma except this assertion: that usury, the act of taking profit on a loan without a just title, is sinful. . . . This dogmatic teaching remains unchanged. What is a just title, what is technically to be treated as a loan, are matters of debate, positive law, and changing evolution. The development of these points is great. But the pure and narrow dogma is the same today as in 1200. (Noonan, 399–400)

In other words, Catholic teaching still holds that usury is morally impermissible, but it does not follow from this (and the Church never did teach) that any charge above principle on a loan is always wrong. The Catechism of the Catholic Church reiterates the condemnation of usurious actions:

The acceptance by human society of murderous famines, without efforts to remedy them, is a scandalous injustice and a grave offense. Those whose usurious and avaricious dealings lead to the hunger and death of their brethren in the human family indirectly commit homicide, which is imputable to them. (CCC 2269)

The teaching on usury is not a simple reversal and rejection of what was taught before but rather a development of the same principles used by Thomas applied to radically new circumstances.
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Orthodox Catholics say that discipline can change and doctrine can develop—in the sense that elements present in the early form of a doctrine can emerge more fully over time—but doctrine in its essence cannot change.
In the 1950s and 1960s, Catholic advocates of contraception cited the Church’s teaching on usury as a counterexample to this dictum. The Magisterium’s doctrinal authority covers faith and morals, which surely includes its teaching on usury. And yet its teaching on usury obviously changed. If doctrine could change with respect to usury, the argument went, why could it not change with respect to contraception?

During the recent Extraordinary Synod on the Family in Rome, we heard the same argument applied to communion for the divorced and remarried, and for homosexuality. Reporting on the Synod in The Daily Beast, Barbie Latza Nadeau wrote: “Doctrine, the traditionalist fathers said, cannot be changed, even though there are exceptions: doctrine on slavery has changed over the years; so, arguably, has doctrine on ‘usury,’ the payment of interest.”

This argument has achieved a place in the pantheon of conventional wisdom. But is it correct? Did the Church’s change of teaching on usury constitute a doctrinal change?

No. What changed was our understanding of the nature and function of money, neither of which has doctrinal status. Once the understanding of money changed, the sin of usury ceased to be identified in any simple way with charging interest on money. This is development, not substantial change.

Unfortunately, the issue is complex. And its complexity provides fertile ground to plant the seeds of doubt about the stability of doctrine. We need to lay this mistake to rest.

The Traditional View
These days, we think of usury as charging an astronomical interest rate on a loan, but for most of the last 2,000 years, usury referred to any interest charged on a loan—that is, usury was more or less identified with charging interest on a money loan.

Far from being a trivial moral peccadillo, it was seen as a damnable offense. In his Divine Comedy, Dante puts usurers in the inner ring of the seventh circle of hell. Hatred of usury was not unique to Christianity, however. The Greek philosophers Plato and Aristotle—along with such Roman thinkers as Cicero, Seneca, and Cato—also disdained it, with the latter comparing it to murder. And it wasn’t just a Western hang-up. Buddha denounced it, and Islam still follows Muhammad in condemning it.

While Greek and Roman thinkers shaped the Church’s view of usury throughout the Middle Ages, the other influence, of course, was Scripture. The Old Testament seemed to prohibit charging interest on money loans. In Leviticus, for instance, God forbids the Hebrews from charging each other interest on loans after they have entered the Promised Land.

But if the Hebrew Bible condemns usury, how did Jews come to be associated with usury in the Middle Ages? The short answer is that the Old Testament allows Jews to charge interest to non-Jews.

Christians had to grapple with an additional passage from the New Testament book of Luke, where Jesus admonishes his followers to “lend, expecting nothing in return.” Because of admonitions like this, for centuries Christians were officially forbidden from charging interest while Jews were free to make interest-bearing loans to Christians. Since Jews were often prohibited by laws and prejudice from pursuing other lines of work, many ended up working as moneylenders to Christians.

From Sterility to Fertility
Although profound developments in culture and technology took place in the intervening 2,000 years, in terms of their economies, most classical and medieval Europeans were not all that different from the ancient Israelites. Most people lived and worked in the country or in villages and traded mainly within their extended families, clans, or tribes. By modern standards, almost everyone was dirt poor, and banks as we know them didn’t exist. Moneylending, then, involved rich people lending to their poor neighbors, probably their kin or longtime employees, for a basic need such as food or winter clothing. Such borrowers would not have been able to shop around for the best interest rate.

The early Christian world, like the Roman world before it, saw money as sterile, functioning only as a means of exchange but without value in itself. This was Aristotle’s view. The Greek philosopher had argued that money, unlike monkeys and monkey trees, did not produce after its own kind. (The Greek word for usury, tokos, translates as “offspring.”) Quarters do not sprout quarters, and if you plant a dollar in your garden, you won’t get a money tree. What followed from this, Aristotle thought, was that while charging interest on money might enrich the banker, it is ill-gotten gain because it’s based on a fact “contrary to nature.” It’s treating something as fertile that is in fact sterile.

In the Middle Ages Thomas Aquinas, along with many others, adopted Aristotle’s thinking on the subject (though St. Thomas showed that he was aware of contrary arguments even then). Money, they noted, doesn’t wear out like clothing or a house. If somebody wears your clothes for a year, you can’t get your original clothes back. At best, you’ll get used clothes. So you can rightly charge rent for your clothes. When coins get too shabby-looking, however, they are simply removed from circulation and replaced with freshly minted coins of the same worth. Also, a borrowed sum of money can be repaid exactly, even if repaid with different coins or bills. Charging for money seems different from charging rent on, say, a horse and cart or a three-bedroom apartment with a carport.

These arguments led most people to conclude that charging interest on money was more or less charging for nothing. As such, it was wrong. What changed their minds? In the West, Christian scholars slowly began to recognize the changing nature of money. Around the twelfth century, the growth of trade and banking exposed the problems. This created several dilemmas. First, growth in trade led to a shortage of gold and silver coins—the common form of currency. Second, it’s hard to make large exchanges of money over hundreds or thousands of miles when money is made of gold and silver and easily stolen by roadside bandits or lost in a shipwreck. 
Finally, the different coins used in Bruges, Milan, and Rome were often reminted and debased with less valuable metals, so the ordinary person could easily get ripped off by unscrupulous merchants or conniving kings.

From these exigencies, the bank as we know it emerged. Moneychangers, who could tell real coins from counterfeits, were crucial to the new system. They began keeping deposits for various clients so that when two clients made an exchange, all the moneychanger had to do was credit one account and subtract from the other. Simple arithmetic had replaced a risky and cumbersome movement of coins.

Eventually banks emerged with branches in different cities. This gave merchants a way to transfer payment safely over large distances, since bank notes now stood in for the money stored safely in a bank vault.

This process became so common that not only merchants but also governments and even the Pope used bank notes to pay bills. In fact, some banks had such large deposits that they could lend money to kings. What was fit for a king was soon fit for the commoner. Individuals and firms with extra money began depositing their money in banks, to be withdrawn as needed. This could only happen once people were convinced that their money was safer in a bank than hidden in a mattress or a hole in the ground. Thus banking grew only as ties of trust grew beyond family and ethnic lines to connect larger and larger groups of people.

Interest was still identified with usury, however, so instead of talking about interest on money, bankers spoke of a fee for service. This fix fell short of a robust theological defense, but the result was that the use of business credit and insurance spread. Soon the surplus money of a privileged few was no longer hoarded and unproductive but set free for others to use creatively in launching new enterprises. People began to create more wealth than they consumed, and, with the accumulated wealth, banks could create yet more wealth by functioning as brokers between depositors and investors.

It slowly became clear that money, at least in certain settings, is fertile, and has what economists call a “time value.” If I lend my neighbor $1,000 for a year, I forgo the opportunity to invest the money in some wealth-creating enterprise for a year, while you gain the same opportunity. That’s worth something.

Notice that charging interest for money need no longer be a rich man bilking his destitute brother or cousin. Now banks were making capital loans, that is, loans that could be used to start or fund business ventures. When a bank lends money at interest, it isn’t charging for nothing. Strictly speaking, it isn’t charging for the money itself, as a butcher would charge for a ham that will be smoked and eaten. It’s charging for the “opportunity cost” that the lender bears by not having the money for a while. To lend the money, the lender has to forgo all other uses he might have for the money. And for the borrower, getting the money now rather than a year from now is a benefit. It’s no surprise, then, that people will pay a premium for that benefit, since it self-evidently has value to the borrower. That’s why if you lend someone $1,000 today, he will be paying you for something if, a year from now, he repays you $1,000 plus interest. Whatever this is, it isn’t usury as the ancients envisioned it.

Besides the time value of the money lent, a banker charges for the risk that he won’t get his money back on time, or ever. So what is the right price to offset that risk? That depends on the situation. If only one bank can lend, and lots of people want to borrow money, the bank can charge a relatively high interest rate, though it would still be limited by what potential borrowers are willing to pay. But in a market with lots of banks competing for customers, interest rates will be much lower as the rates reflect the underlying supply and demand for credit—along with the perceived riskiness of a given loan. A wealthy tech executive with a perfect credit rating can get a much lower interest rate than the guy who just graduated from college and has never had a checking account or a credit card.

These days, few Christians—whether Protestant, Catholic, or Orthodox—offer a blanket opposition to charging interest, the Vatican participates in modern banking, and Canon Law assumes its legitimacy. As it was said toward the long conclusion of the scholastic debates, “When the reasons for the law ceases, the law itself ceases.”

What Do the Scriptures Really Say?
But did the Church, as some have charged, simply ignore inconvenient biblical passages against usury and change her teaching? No. What happened was that once scholars had cleared away certain assumptions about money they had brought to such biblical passages, the Church could draw some key distinctions that had been overlooked.

Of the three passages forbidding interest-charging in the Hebrew Torah, two refer to the rich Israelite lending money to a poor “brother” in dire straits; the lender should not take advantage of the situation by charging interest. The third passage, in Deuteronomy, repeats this ban but allows Hebrews to charge interest to people outside the community. So the practice must not have been seen as intrinsically evil. Ancient Israelites were simply forbidden from confusing family relationships with commercial ones.

Look at the passage in the New Testament book of Luke, which I referred to earlier. “If you lend to those from whom you hope to receive,” Jesus said, “what credit is that to you? Even sinners lend to sinners to receive as much again. But love your enemies, do good, and lend, expecting nothing in return.” Historically, many readers have thought that Jesus was prohibiting the charging of interest. But in context, things look quite different.

In the first part of this sermon, Jesus has given his famous “beatitudes,” such as “Blessed are you who are poor” and “Woe to you who are laughing now, for you will mourn and weep.” Then, he says, among other things: “If anyone takes away your coat, do not withhold even your shirt.” Does Jesus mean we should hope for everyone to be poor, so that they can be blessed? Is he commanding us not to laugh? Are Christians not allowed to sell shirts and coats? Is Jesus forbidding society from enforcing laws against theft? Of course not.
Jesus is using a rhetorical device common in first-century Judaism: hyperbole. Even sinners lend money, he observes, and they expect to receive back the same amount. Jesus says nothing about interest. And Aristotle’s argument is nowhere in sight. Instead, Jesus says we should lend expecting nothing in return. Jesus is encouraging his followers to be generous toward friends in need; he is not denouncing banks for charging interest on loans. Similarly, when Jesus drives the moneychangers out of the Temple, he also drives out everyone selling sheep, cattle, and doves. Nobody concludes from this that Jesus issued a blanket ban on livestock auctions. He did not denounce commerce or money-changing in general, but rather the misuse of a house of worship.

Jesus also condemned hoarding and stinginess. “Do not store up for yourselves treasures on earth,” he told his disciples, “where moth and rust consume and where thieves break in and steal; but store up for yourselves treasure in heaven.” Here he’s reminding his disciples that their ultimate loyalty is not in wealth or possessions, but in God’s kingdom. He’s denouncing selfish hoarding, not pensions.

In the parable of the talents, Jesus even draws a distinction between the sterile hoarding of money on the one hand and, on the other hand, the interest-bearing savings of money placed in a bank; and he approves of the latter. In the parable, a man calls three servants and entrusts each with huge sums of money, and goes away. When he returns, he rewards the first two servants for investing the money they were given—for putting it at risk, where it can bear fruit. He condemns the third servant for playing it safe and burying the money. The master expected the servant to invest, to put the money at risk. At the very least, the master tells the servant, he should have put it in a bank where it could bear interest. Jesus isn’t giving an economics lesson—the parable is about the kingdom of God—but he treats prudent risk, investment, and interest in a positive light. So we can say that our more modern understanding of money and of interest is not just doctrinal development, but also resourcement: a recovery of something embedded already in the tradition—indeed, in the canon—but long overlooked.

Not a Doctrinal Change
Still, wouldn’t it have been better if the Church had understood all this from the beginning? Perhaps. But John T. Noonan, in his distinguished Scholastic Analysis of Usury, argues that “the scholastic theory of usury … is the first attempt at a science of economics known to the West.” The centuries-long debate over usury just may have given the West an economic head start. (Noonan, incidentally, stumped for contraception during the 1960s, but that doesn’t sully his point here.)

Moreover, the development of the Church’s teaching on usury has helped clarify both the extent and the limits of magisterial authority. In hindsight, it seems commonsensical that refined details about the nature and function of money in an economy would not be the natural domain of doctrine per se, any more than would the precise geometry of the solar system. Nevertheless, the Magisterium can speak about the moral implications of financial engagements in light of its current understanding of money. But that distinction, that limitation, is vital to keep in mind.

And if we do keep it in mind, it should be clear that doctrine, as Catholics define it, has not changed. Put simply, usury is charging someone for something that has no value, in short, for defrauding someone, especially the poor and dependent, in a financial transaction. The Church is right to condemn it, as Pope Benedict XVI did in his 2009 encyclical Caritas in Veritate. Our thicker understanding of money simply leads us to recognize that most ordinary bank loans exact a cost on the lender and have value to the borrower, and so are not usurious. Perhaps there are other examples of the Church changing doctrine—though I doubt it—but her teaching on usury is not one of them.

A response to John T. Noonan, Jr. concerning the development of Catholic moral doctrine
https://www.ewtn.com/library/THEOLOGY/FRNOONAN.HTM EXTRACT
By Patrick M. O'Neil

John T. Noonan, Jr., the able philosopher, respected jurist, and prominent lay Catholic intellectual, could not have picked a better time—or a worse time to bring up crucial questions about the development of Catholic moral doctrine. In an article entitled, "Development in Moral Doctrine,"[1] Noonan considers the problems posed for Catholic teaching authority by the changes which have occurred in Catholic moral doctrine in the course of the centuries. […]

There are other areas of Catholic moral doctrine, however, where the history is more complicated, and the claim is often made that in these areas the Church's teaching has in some way changed. 
 Let us examine the four specific cases of alleged alteration in Catholic moral doctrine presented by Noonan to see if we can get a better grasp on that challenge of mutation to which Noonan has alluded—moral doctrines concerning usury, dissolution of marriage, slavery, and religious freedom. (I should note that for the purposes of this article, Noonan's choices are most praiseworthy because they help to illustrate quite different theoretical approaches to the morphology of Catholic moral doctrine. Perhaps it may be the case that Noonan chose these issues on that account.)
Consider the Church's stand on "usury"—the charging of interest for the borrowing of money. It is true, of course, that there are passages in the Old and New Testaments which forbid usury, but misinterpretation of such passages does not appear to be at the root of the Church's centuries-long ban on the charging of interest. Once that proscription had been abandoned, the reinterpretation of those scriptural verses presented little difficulty because it had long been recognized that some of the laws imposed by God on the Israelites[6] did not arise from the intrinsic morality directly derived from the natural law, as did Divine commands such as "Thou shalt not kill" or "Thou shalt not steal," but instead derived from the extrinsic moral realm (<malum prohibitum>) through the Divine law, whereby (amongst other things) God prescribed special statutes for Israel on account of that holy nation's unique position in Sacred History (and in the economy of salvation) and because of its special covenantal relationship to God.
The New Testament instances—more specifically Christ's injunction to "Lend freely, hoping for nothing thereby"[7]—could then be seen as related to one of the evangelical counsels. The evangelical counsels—such as absolute celibacy, absolute pacifism, absolute poverty—are supererogatory counsels of perfection, and it would not seem to be a great stretch in logic to say that if Christ could recommend absolute poverty as a counsel of perfection, He could likewise exhort followers to a lesser, but still supererogatory, standard of action. If selling all one's goods and donating the proceeds to the poor is praiseworthy,[8] it can also be virtuous (albeit to a lesser degree) to forego requiring the payment of interest on loans to the poor, to friends, or to the general public, for that matter.

Also, apart from supererogation, in certain circumstances, an interest-free loan might be a moral obligation where one has a duty of charity and where, for prudential reasons, an interest—free loan would prove preferable to an outright gift. Prudential reasons might include but would not be limited to—the existence of other obligations which preclude outright donation, the desire to stimulate responsibility and industry in the beneficiary, and the need to maintain sufficient resources for other charitable works. If a direct grant of aid without any duty of repayment is in some circumstances morally required, then <a fortiori>, the lesser act of giving an interest-free loan to an unfortunate may also be such an obligation. This explanation can, perhaps, reconcile scriptural exhortations with the "new" Church position on the charging of interest, but how does one explain the change in the Church's position? Noonan, of course, has written extensively on the history of the prohibition on usury.[9]

The Church may err <in falsos testes>—because of inaccurate testimony (whether that inaccuracy be willful or inadvertent). This includes expert testimony in the literal sense of the sworn statements of laymen and scholars alike, as well as general scholarly opinion, or even the general popular opinion, in an area outside of faith and morals, but related to those judgments made regarding issues of faith and morals.

In the papal bull <Apostolicae curae>, Pope Leo XIII declared Anglican orders to be "absolutely null and utterly void," on the basis of certain irregularities of form and defects of intention, but the existence of the facts backing the existence of such irregularities and defects depended on the assumption of the correctness of certain historical accounts by ecclesiastical historians.[10] Pope Leo's judgment concerning the validity of Anglican orders is, in effect, two judgments. The "faith and morals" part, which partakes of papal infallibility, should be stated as a hypothetical, "If these events (S, T, U) occurred, then Anglican orders are invalid, because the validity of priestly orders depends upon conditions X, Y, Z." This hypothetical is undoubtedly correct, but it is followed by a second premise, "Events S, T, U did occur," the truth of which is not a matter of faith and morals, but of historical fact. Matters of historical fact, except for those facts attested by Scripture or which are logically entailed by doctrines of the faith, do not enjoy any assumption of inerrancy, but are held probabilistically and corrigibly.

The error concerning the charging of interest is an example of correct moral principles (against economic exploitation and so forth) mistakenly applied on account of the inadequacies of early economic theory. When better economic theory became available (along with the lessons of practical experience), the Church could change its position because the fundamental form of her judgment was: "If W is the economic function involved in the charging of interest, then the charging of interest is immoral, because economic activities must adhere to rule X (or rules X, Y, & Z)." Changes under these circumstances do not threaten the claims of the magisterium of the Church in any way. The discovery that the charging of interest does not (necessarily) involve exploitation, but represents instead legitimate payment for the time-value of money and for the risk factors endured by the lender, denies the antecedent of the hypothetical.[11] Anti-usury laws (as well as anti-loan-sharking laws) which prohibit excessive interest rates—at least on certain types of loans—reflect the wide-spread public recognition of the correctness of the Church's moral judgment in this area—albeit the Church's judgment as modified by improving economic expertise.

What does the Catholic Church teach about Usury?
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September 4, 2014
Q1: There is no canon in the current Code of Canon Law relating to usury.  The 1917 Code contained an explicit provision, canon 1543.  What is the Church’s latest position on usury? –David
Q2: I am a lay Catholic in need of answers to the question of usury in the Church.  The Catholic

 HYPERLINK "http://www.newadvent.org/cathen/15235c.htm"  Encyclopedia is ambiguous, to say the least: the Third Lateran Council (1179) and the Second Council of Lyons (1274) condemn usurers, but then the Fifth Lateran Council (1517) said usurers “ought not to be condemned in any way.”  What does the Church define usury as?  When (if at all) is it permitted? –Thomas

A: David is absolutely correct that the current Code of Canon Law is silent on the subject of usury.  Over the course of previous centuries, however, there have been countless church regulations and declarations on the subject—which, as Thomas notes, often contradicted each other.  Let’s take a look at how the term “usury” is defined, and at past church pronouncements about it.  Then we might be able to draw some conclusions as to why the code says nothing about usury today—and what current Catholic teaching on the subject really is.

In trying to define the term, we run up against a problem immediately: if you check almost any English dictionary, you’ll see that the meaning of the word “usury” has changed over time.  
In centuries past, the term was neutral, and simply referred to the interest paid on a loan—based on the Latin word usura, meaning “interest.”  But in more recent times, the English word “usury” acquired a very negative connotation, as it came to mean the practice of charging an excessive, unreasonable rate of interest on a loan. The definition changed in this way because starting in the Middle Ages, the Church struggled for centuries with the question of whether or not it was ever moral for someone who loaned you money to charge you a fee.

Nowadays, it’s pretty hard for those of us in first-world countries to imagine why this would even be an issue: there’s nothing particularly controversial about taking out a bank loan in order to buy a house or a car, and gradually repaying the amount with interest.  If we think the interest-rate is too high, we normally just search for a lower one.  But it would be hard to find anybody today actually advocating that banks lend money to us at zero-interest! Centuries ago, however, the monetary system that today we take for granted did not yet exist.  We easily forget that the very concept of a “bank” had to be invented.  And in the midst of economic and societal changes, the Church simultaneously wrestled with how to apply God’s teaching as found in the Old Testament book of Deuteronomy.

You shall not lend upon interest to your brother, interest on money, interest on victuals, interest on anything that is lent for interest.  To a foreigner you may lend upon interest, but to your brother you shall not lend upon interest (23:19-20).

Catholics believe that this teaching was given by God Himself to the Jewish people, and thus should not be disregarded; but how are we to interpret the terms “brother” and “foreigner” today?  And given that Christians believe the Old Law has been fulfilled by the New, has this prohibition become null and void altogether?  For centuries, theologians went back and forth on this issue.  St. Thomas Aquinas (to take only one example of many) addressed the question back in the 13th century in his Summa, at one point noting that it is unjust to exact interest when loaning money, while acknowledging that apparently other biblical passages—as well as civil law—condoned it.

Gradually, the opinion became prevalent that the prohibition applied to Christians borrowing money from other Christians, and to Jews borrowing from Jews: in many minds this was the appropriate interpretation of the ban on charging interest of one’s own “brother.”  But since the passage permits usury when dealing with “foreigners,” in many European nations during the Middle Ages it became legally permissible for Jews to loan money to Christians, and vice versa.  And because the overwhelming majority of Europeans were Christians, this then gave rise to the common, legal practice of Christians borrowing money from Jews.  In this way, members of both faiths could borrow and lend money for business purposes, without violating the prohibition laid down in Deuteronomy.

But the problems with charging interest for loaning money didn’t end there.  Numerous European sovereigns continually had to deal with complaints about “excessive” rates of interest.  Note that deciding what is excessive, and what is reasonable, is invariably a matter of subjective judgment; one man’s notion of a reasonable rate could be another man’s idea of outrageous extortion!  Once again, Catholic scholars batted the issue back and forth, while many of the laws set down by civil rulers in various nations likewise varied dramatically over time.  Canon 67 of the Fourth Lateran Council (1215), for example, prohibited “oppressive and immoderate interest” rates, but it may shock readers to learn what many Christian rulers and church officials of that era considered moderate: annual rates of interest sometimes as high as 80%!  If this was “reasonable” in centuries past, we can easily see that the ideas we generally hold today about what constitute appropriate interest-rates have changed dramatically.

For generations, this uncertain, shifting and evolving state of affairs was in place here in the Western World.  That’s why, as Thomas rightly observed in his question above, it’s quite easy to find conflicting statements about charging usury in various official church documents.  It all boils down to how Church and society choose to interpret the biblical prohibition mentioned above, and the amount of interest that we feel is “excessive.”  Since the world was changing, and gave rise to different business situations which perhaps had not existed in generations past, the Church tried to keep up with developing circumstances, and to determine what was moral and what wasn’t, in a business world that seems to have often changed fairly quickly.  (Perhaps a sort of parallel could be made with Church pronouncements today on the moral issues surrounding various cutting-edge types of fertility treatments.  Faced with these new and unprecedented situations, the Church suddenly has to assess the ethical implications of medical options which it never had to deal with before—and this can be very tricky business.)

David is right that the 1917 Code of Canon Law did mention usury, in the former canon 1543.  But once again, we find a lot of ambiguity, as that particular law spoke approvingly of “lawful profit” from the loaning of certain things, “unless it is immoderate.”  What was “lawful” and what was “immoderate” were not specifically defined. When the current, 1983 Code of Canon Law was in the works, the Code Commission members simply opted to eliminate this vague canon altogether.

There is, however, one mention in the current code of charging/paying interest for a loan.  Canon 1284.2 n. 5 asserts that administrators of ecclesiastical goods (basically, anyone responsible for finances in an ecclesiastical institution, like a diocese, a parish, a monastery, a Catholic university, etc.) are required to make timely interest-payments on mortgages or other loans, and to take care that eventually the loan itself is repaid.  Clearly the canon presumes that charging interest for a loan is not inherently objectionable, since administrators who’ve taken out such loans are obliged to pay it!

But while the Church today accepts the generic notion that interest can be charged on a loan, that doesn’t mean the problem of excessive interest-rates has disappeared from its radar.  The Catechism tackles the problem of third-world nations struggling to repay their debts to wealthier, more advanced countries:

There must be solidarity among nations which are already politically interdependent. It is even more essential when it is a question of dismantling the perverse mechanisms that impede the development of the less advanced countries.  In place of abusive if not usurious financial systems… there must be substituted a common effort to mobilize resources toward objectives of moral, cultural, and economic development, “redefining the priorities and hierarchies of values” (CCC 2438).

And even more recently, Benedict XVI warned in his 2009 Encyclical Caritas

 HYPERLINK "http://www.vatican.va/holy_father/benedict_xvi/encyclicals/documents/hf_ben-xvi_enc_20090629_caritas-in-veritate_en.html"  in

 HYPERLINK "http://www.vatican.va/holy_father/benedict_xvi/encyclicals/documents/hf_ben-xvi_enc_20090629_caritas-in-veritate_en.html"  Veritate against disproportionate rates of interest that keep poorer persons and nations in perpetual debt:

Both the regulation of the financial sector, so as to safeguard weaker parties and discourage scandalous speculation, and experimentation with new forms of finance, designed to support development projects, are positive experiences that should be further explored and encouraged, highlighting the responsibility of the investor…. This is all the more necessary in these days when financial difficulties can become severe for many of the more vulnerable sectors of the population, who should be protected from the risk of usury and from despair. The weakest members of society should be helped to defend themselves against usury… in order to discourage the exploitation that is possible… (65, emphasis in original).

We can see that while there is no explicit discussion of usury in the Code of Canon Law today, the Church is nonetheless firmly opposed to it, in its contemporary definition of interest-rates that are unreasonable.  But the Church also refrains from laying out precise figures, knowing full well that every loan around the world is not the same!  Speaking broadly, we normally tend to know exploitation and injustice when we see it, even if there is no official, mathematical formula upon which our conclusion is based.  The Catholic Church isn’t opposed to charging or paying interest on a loan per se; but its moral teachings on dealings with our fellow-man can definitely be applied when the conditions for obtaining a loan fail to take into consideration the humanity of the borrower.

