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Seventh letter
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This market is in Alpine strawberries for delivery withm _More precise
quantitics and timings will be expressed as time progresses.
FOR DELIVERY BETWEEN JUNE and SEPTEMBER_____

CCOPPER for N BERREELS SERAW] < for COPPER
8} 2373721 Between 1 (onc) and 3 (three) oz. for 1 (ong) oz.
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1 {lour) oz. of steel tor between 1 (onc) and 3 (three) 0z,  GGu@isdar)

A further ‘new’ market in tomatoes also for delivery has veen
established:

FOR DELIVERY BETWELN AUGUST and SEPT E.\IBER_
STTEL for TOMATOES FOMATOES for STEEL

“rrvases) Between 1 (one) and 3 (three) oz. for 1 (one) oz.
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Bills of Exchange

Chris Guttridge

Recently, CG's offer of 1-30z Strawberries for 4oz of steel was taken by 8¢, with the final
exchange to take place between July-September 2021. Parties involved each
received a bill of exchange in recognition of this interaction, drawn on both Sd-and €6, for
4oz of steel and 1-30z of strawberries, respectively. Both parties can be said to be holding
swaps, not futures; indeed they are not to be “reassigned” anonymously or otherwise. The
term bill of exchange is adopted due to endorsement chains arising from the use of these
contracts in subsequent interactions.
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Figure | — How cach parly can use a Currency Club bill. CG recetves steel from ST (A(A/B); ST
recetves strawberries from CG (B(A/B).



Once drawn, a bill can be used to make further trades where others want
those goods that the bill matures into —which can be achieved by reating a bill within another
(see figure 2). Nesting a bill endorses its validity and chscourages the dumping of defective
bills into the hands of others. If, for example, SJ were only to assign OVVnel’ﬁhlp of a bill to
another party (say by transferring the nrlgmal bill with an accompanying bill of sale), the
assignee’s rights would be limited to rec overmg amounts only from CG—since they are the
only party ordered to deliver strawberries'. Further, assgning bills inhibits potency as many
might be Tess willing to accept them under such circumstances.
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Figure 2 - Bills can be nested within new bills where they become endoracd (grey arrowa). Nested bills
consequently become “obsolete” (red crosses).

In contrast, if SJ were to use the original bill as the basis of another, thus vouching for its
quality, others may be more willing to accept it in payment. Indeed, SJ would be liable were
the original acceptor (CG) to default since they have also been ordered to deliver
strawberries, albeit initially being “backed” by a bill drawn on CG. Nesting a bill forms an
endorsement chain where each endorser takes accountability for the delivery of goods.
Moreover, once a bill has been nested in another, the freshly drawn bill acquires the
potential to be nested further; naturally, there is no limit to the number of times bills can be
nested (see figyre 3).
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Figure 5 - Bills can be nested an unlimited number of times; each time augmenting the endorsement chain
of the original bill.

In the example in figure 2, cherries would move directly to CG; copper to SJ; steel to
Participant 3; and strawberries to Participant 4: the same outcome were each interaction to
occur one at a time in sequence. It follows then that posifions can be closed by taking a
“counteracting” offer from another participant maturing simultaneously. If Participant 3
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‘In translerring a bill b_v assignment without endorsement, the transferor excludes himself from the endorsement
chain; the assignee can therefore recover gnods ()nly from those who have prcviuusly endorsed it at the time
of transfer.




takes ‘50z Cherries for 4oz Steel” from Participant 5, goods drawn on Participant 5 could
then be given “directly” to CG (see figure 4).
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, Figure 4 - Posttions can be closed by taking a counicracting offer.
In conclusion, nesting bills enables extraordinary market rigour and

efficiency. Without it, each interaction may need to be settled one at a time, consequently
slowing goods’ movement between individuals. Nesting enables a theoretically unlimited set
of interactions to occur syrchronously at settlement, driven by the principle of endorsement.
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