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The Unreality of Exogenous Money Supply Theory: With Special Reference to
the Early Bank Notes of the Bank of England
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No. 163
I promise to Pay to Mr. John Wright =-------- or Bearer
on demand the Summe of Two hundred pounds
London the 23rd day of January 1699.
£200
For the Governor and Company
of the Bank of England.
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Summary

The controversy over money supply by the exogenous theory and the endogenous theory
has continued for many years since the mid-18th century. This means that we have to find
a way to settle the dispute other than an econometric approach, which could not resolve the
controversy. This paper suggests that giving the nature of bank notes some consideration
from a historical perspective contributes toward settling the controversy. If bank notes
were not born without the formation of a credit relation (deposit dealing), we just have to

recognize that bank notes were born endogenously.
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