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The highlights of the November/December 2017 issue of The Treasurer include: UBM head 
of treasury George Sawtell discusses repatriating cash, streamlining bank relationships and 
fundraising, on page 20. China’s Belt and Road Initiative – what it means for the Middle East 
and North Africa, is on page 32. Is this the end of Libor? Find out on page 40. How specialist 
software and services could aid treasurers with anti-money laundering and KYC, on page 46
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Do round pounds make the world go round?

CABARET, COPERNICUS 
AND COINS

‘Money makes the world 
go round’, says the song in 
Cabaret. It’s a great song. 

It’s questionable economics. 
And it’s terrible astronomy. 
But let’s start with the song.

One rhyming line is ‘that 
clinking, clanking sound’ – 
which brings me to the pound 
coin. Readers in Britain will 
know that the ‘round pound’ – 
fi rst minted in 1983 to replace 
paper pound notes – has now 
been replaced by a bi-metal 
12-sided coin that is so high-
tech, it’s virtually counterfeit-
proof. All well and good, apart 
from the fact that there are 
still around 450 million of the 
old, non-legal tender coins 
still in circulation.

‘In circulation’? Truth is, 
the vast majority of those 
pensioned-off  pounds aren’t 
circulating at all. They’re 
buried in the pockets of winter 
coats that haven’t been seen 
since last April, jammed down 
the centre compartment in 
the car where you keep change 
for the parking meter and the 
supermarket trolleys, fi lling 
up the piggy bank you empty 
every time the kids’ charity 
appeal telethon comes on – 
and very possibly there’s even 
a few stuck down the back of 
the proverbial sofa. So they 
aren’t exactly in circulation 
and, therefore, they are hardly 

doing their bit to make the 
world go round.

As for the economics 
of the song, in some sense 
money does indeed make the 
world go round. Probably in 
a very neo-Keynesian sense. 
Monetarist economists might 
argue that it’s the world that 
makes money go round. The 
speed at which it does that 
– the so-called velocity of 
circulation – is (arguably) a 
measure of the health of the 
economy and whether there’s 
rampant in  ation or not. If 
prices are changing so quickly 
that they update the menus 
while you’re still eating your 
lunch, then you’re more likely 
to try to pay up front rather 
than dawdle over the brandy 
and espresso before asking for 

the bill. If, however, money 
is performing well its role as 
a store of value, then punters 
won’t be so desperate to treat 
pounds as perishable. 

As for Cabaret’s 
interpretation of astronomy, 
not a single astrophysicist that 
I know of has claimed that 
money is responsible for the 
rotation of the planets and 
their orbits around the sun. 
Nicolaus Copernicus (14 3-
1543) more or less created the 
solar system  he was the fi rst 
person to argue compellingly 
that everything revolves 
around the sun and not around 
the Earth, as had been believed 
for millennia. So he certainly 
would not have subscribed 
to Cabaret’s idea that money 
makes the world go round. 

But Copernicus is also the 
man who dreamed up the 
quantity theory of money in 
151 , having noticed that prices 
tended to go up when there 
was an in  ux of gold and silver 
from the New World. And 
he devised an early version 
of Gresham’s law, which says 
that bad money drives good 
money out of circulation. 

So maybe that’s what’s 
happening here: these new 
pound coins – as high-tech 
as they are – surely have metal 
scrappage value that’s less 
than that of the old pound 
coins. Perhaps Copernicus, 
the man who had a better idea 
than most about money and 
the world, and things that go 
round, could have told us that 
people are simply hoarding 
their old coins. But I fear the 
world will go round and round 
quite a lot before their round 
pound money is worth more 
than 1. 
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