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This article examines the strategies employed by multinational
banks to mitigate political risk following the onset of revolution
in their host countries during the early twentieth century. It
does so by exploring the activities of multinational banks in
China during the Revolution of 1911 and its aftermath.
This article first describes the measures that multinational
banks took to maintain China’s credit on foreign bond
markets after the outbreak of revolution. It then examines
how these bankers curtailed political instability by first with-
drawing financial support from both the Qing government
and the revolutionaries and then providing financial assistance
to the new Chinese Republican government.
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In June 1912, the executive board of the German Deutsch-Asiatische
Bank (DAB), one of the major multinational banks operating in

China, reflected on the impact of the revolution that had broken out in
China during the previous year:
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The year 1911 constitutes an important episode in the history of
China. The Manchu [Qing] Dynasty, which had ruled since 1644,
was overthrown and a republican form of constitution proclaimed.
The calm observer, who had seen how the work of reform in China
had progressed slowly but inexorably, stands surprised before this
sudden change and hesitates to answer in the affirmative the question
of whether the new government will hold together the different pop-
ulation groups of the large empire and bring to the country a long-
lasting period of peaceful development. . . . The failure of important
government functions, which was caused by the [revolutionary]
movement and currently remains prominent as an unpleasant phe-
nomenon, disturbs the order in the country, has led to the temporary
drying up of regular sources of [government] revenue and has thrown
capital and productive work into a state of caution, which we cannot
necessarily hope will be overcome soon.1

This statement by the German bankers reflects the insecurity and
uncertainty that the Chinese Revolution of 1911 had brought to the busi-
ness of multinational banks in China. Within the first wave of modern
multinational banking, during the nineteenth and early twentieth centu-
ries, China had become a major area of activity for multinational banks.
By the end of the Qing dynasty, foreign banks could be found in most of
China’s major treaty ports, where they operated under extraterritoriality
and were thus not subject to Chinese jurisdiction. Their business
included the financing of China’s foreign trade and the floating of
Chinese loans on foreign capital markets.2 For these foreign banks, the
revolution was the biggest rupture China had witnessed since foreign
banks had first started to enter the Chinesemarket in themid-nineteenth
century.3 This sudden instability and uncertainty regarding China’s
future meant that foreign banks were confronted with a sudden rise in
the political risk attached to operating and investing in China. Conse-
quently, they needed to find ways to deal with and manage the increased
political risk that resulted from the revolution. This article explores the

1DAB, “Geschäfts-Bericht für das Jahr 1911,” 12 June 1912, Geschäftsberichte, Historical
Archive of Deutsche Bank, Frankfurt am Main, (hereafter HADB). In this article, all transla-
tions from German and Chinese are my own.

2 For an overview of foreign banking in late Qing China, see Frank H. H. King, “Extra-
Regional Banks and Investment in China,” in International Banking 1870–1914, ed. Rondo
Cameron and V. I. Bovykin (Oxford, 1991), 371–405; for contemporary overviews, see
Kodera Takeshirō, “Shindai niokeru zaishi gaikoku ginkō,” in Tōa shakai keizai kenkyū, ed.
Tamura Ichirō (Kyoto, 1942), 301–42; and Tōa Dōbunkai, comp., Shina keizai zensho: Dai
roku shō, 4th ed. (Tokyo, 1909), 811–14, 980–1000. On the first wave of modernmultinational
banking, see Geoffrey Jones, “Banks as Multinationals,” in Banks as Multinationals, ed. Geof-
frey Jones (London, 1990), 1–13.

3 The first foreign bank entered China in 1845. See Ghassan Moazzin, “Sino-Foreign Busi-
ness Networks: Foreign and Chinese Banks in the Chinese Banking Sector, 1890–1911,”
Modern Asian Studies 54, no. 3 (2020): 972.
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measures taken by multinational banks operating in China to manage
political risk during the 1911 Revolution and its aftermath.

Business historians have explored a broad range of strategies that
multinational corporations have historically used to manage political
risk, such as concealing a company’s ownership.4 However, multina-
tional banks and the distinctively financial measures they could
employ to deal with political risk have so far received little attention in
the business history literature on political risk.5 Broader studies of mul-
tinational banking have touched on how these banks dealt with political
risk and uncertainty in their host countries; however, they have largely
done so only in passing.6 We therefore lack studies that explicitly and
in detail study the question of how multinational banks managed polit-
ical risk, including the risk associated with revolutions, and what specific
financial tools they had at their disposal with which to do so.

Business historians working on political risk have paid relatively
little attention to political risk management during revolutions.7

However, examining how multinational banks dealt with political risk
during revolutionary upheaval is particularly useful given that revolu-
tions were common during the long nineteenth century, when modern
multinational banking experienced rapid growth. As Jürgen

4 See, for example, Christopher Kobrak and Per H. Hansen, European Business, Dictator-
ship, and Political Risk, 1920–1945 (New York, 2004); Christopher Kobrak and JanaWüsten-
hagen, “International Investment and Nazi Politics: The Cloaking of German Assets Abroad,
1936–1945,” Business History 48, no. 3 (2006): 399–427; Geoffrey Jones and Christina
Lubinski, “Managing Political Risk in Global Business: Beiersdorf 1914–1990,” Enterprise &
Society 13, no. 1 (2012): 85–119; and Shakila Yacob, “Rising of the Phoenix:Mitigating Political
Risk through KnowledgeManagement—Behn,Meyer & Co., 1840–1959,”Enterprise & Society
19, no. 4 (2018): 946–78.

5 An exception that deals with political risk management by multinational banks but also
does not discuss specific financial measures is Andrew Smith, “A LBV Perspective on Political
Risk Management in a Multinational Bank during the First World War,” Multinational Busi-
ness Review 24, no. 1 (2016): 25–46. Frans-Paul van der Putten, in his study of political risk in
China, also discusses the impact of political risk on Dutch banks in one of his case studies;
however, he does not see political risk as having had a significant impact on these banks’ busi-
ness before the late 1930s and does not mention any active measures they took to deal with
such risk. Van der Putten, Corporate Behaviour and Political Risk: Dutch Companies in
China, 1903–1941 (Leiden, 2001).

6 For broad studies ofmultinational banking, see for instance, Geoffrey Jones,Banking and
Empire in Iran (Cambridge, U.K., 1986); Jones, ed., Banks as Multinationals (London, 1990);
Jones, British Multinational Banking: 1830–1990 (Oxford, 1995); Frank H. H King, The
History of the Hongkong and Shanghai Banking Corporation, vol. 2, The Hongkong Bank
in the Period of Imperialism and War, 1895–1918: Wayfoong, the Focus of Wealth (Cam-
bridge, U.K., 1988).

7 Studies by Wilfried Feldenkirchen and Kurt Jacobsen do not solely focus on the topic of
revolution but discuss the impact of the Russian October Revolution on multinational enter-
prises. Feldenkirchen, “Siemens in Eastern Europe: From the End of World War I to the
End of World War II,” in Kobrak and Hansen, European Business, 122–48; Jacobsen, “The
Great Northern Telegraph Company and Dictatorship,” in Kobrak and Hansen, European
Business, 174–93.
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Osterhammel argues, “the entire long nineteenth century was an age of
revolutions.” He explains that during this age of revolutions, the
Chinese Revolution was part of the “third wave” of revolutions that
“washed over Eurasia after the turn of the [twentieth] century.”8 Thus,
dealing with revolutionary upheavals was an important problem and
risk factor facing multinational banks during the long nineteenth
century.

Recently, Hassan Malik’s study of the activities of international
financiers and multinational banks in late nineteenth- and early twenti-
eth-century Russia and the Russian Revolution has shed some light on
howmultinational banks reacted to the political risk associated with rev-
olutions. Malik describes the largely complacent, passive, and often
overly sanguine attitude of international bankers toward the possible
negative impact of political change and upheaval in Russia. As we will
see, this stands in stark contrast to the active use of financial measures
by international bankers to mitigate political risk after the outbreak of
the Chinese Revolution of 1911. Especially as Malik traces this attitude
of international bankers partly to perceptions shaped by orientalism
that saw Russia as a Western “great power not to be pushed around by
financiers” and a member of the “European family of civilized
nations,” it is essential to also explore in detail how multinational
banks reacted to and dealt with the political risk connected to revolutions
in non-European emerging markets such as China.9

While much research has been produced on the Chinese Revolution
of 1911, its financial side and implications for multinational enterprises
in China have been understudied.10 The research that discusses the
role played by foreign banks during the revolution and its aftermath at
some length has been largely limited to investigating the negotiations
of the Reorganisation Loan of 1913 from the perspective of Western
diplomacy and imperialism.11 In his institutional history of the

8 Jürgen Osterhammel, The Transformation of the World: A Global History of the Nine-
teenth Century (Princeton, 2014), chap. 10.

9Hassan Malik, Bankers and Bolsheviks: International Finance and the Russian Revolu-
tion (Princeton, 2018), 204. I am grateful to Youssef Cassis for pointing me toward this work.

10 For examples of this large body of literature on the Chinese Revolution of 1911 see:
Joseph Esherick, Reform and Revolution in China: The 1911 Revolution in Hunan and
Hubei (Berkeley, 1976); Xiaowei Zheng, The Politics of Rights and the 1911 Revolution in
China (Stanford, 2018); and Zhang Kaiyuan, “Xinhai geming yanjiu de huigu yu qianzhan,”
Wenshi zhishi, no. 9 (2001): 4–10. A recent exception that studies the revolution’s financial
side is Hans van de Ven, Breaking with the Past: The Maritime Customs Service and the
Global Origins of Modernity in China (New York, 2014), 162–71.

11 See, for example, Boris Barth, Die Hochfinanz und die Imperialismen: Banken und
Außenpolitik vor 1914 (Stuttgart, 1995), 386–401; E. W. Edwards, British Diplomacy and
Finance in China: 1895–1914 (Oxford, 1987), 158–75; Koji Hirata, “Britain’s Men on the
Spot in China: John Jordan, Yuan Shikai, and the Reorganization Loan, 1912–1914,”
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Hongkong and Shanghai Banking Corporation (HSBC), Frank King also
focuses on the loan negotiations and only mentions in passing the reac-
tion of the London bondmarket and the role of the HSBC in maintaining
China’s credit.12 Despite the growth of Chinese business history in recent
decades, there is a lack of literature that specifically studies the manage-
ment of political risk by foreign companies in China before 1914.13

This study aims to address these shortcomings in the existing liter-
ature by tracing the strategies employed bymultinational banks in China
to manage political risk during the 1911 Revolution and its aftermath. As
this article explains, the main concern of multinational banks was the
restoration of political stability, the maintenance of China’s credit
abroad, and the establishment of a viable Chinese government after
the revolution. This was meant to ensure that political disorder would
not disrupt the banks’ business and that China could continue to repay
Chinese loans the banks had floated in Europe and would remain a fea-
sible target for foreign indirect investment. Themain contribution of this
article is that it provides detailed historical evidence of how multina-
tional banks in modern China, and in non-European emerging
markets more broadly, could actively use distinctively financial mea-
sures to mitigate political risk.

This article first discusses the immediate impact of the revolution on
the business of multinational banks in China and on foreign bond
markets. It then describes how foreign bankers attempted to maintain

Modern Asian Studies 47, no. 3 (2013): 895–934; and Xia Liangcai, “Guoji yinhangtuan he
xinhai geming,” Jindaishi yanjiu, no. 1 (1982): 188–215.

12 King,History of the HSBC, 2:472–504. In his brief description, King overemphasizes the
role of the HSBC in maintaining China’s credit and only comments on the reaction of the
London bond market at the end of 1911 (pp. 475–76).

13 For a recent general review of the Chinese business history literature, see Morris L. Bian,
“Interpreting Enterprise, State, and Society: A Critical Review of the Literature in Modern
Chinese Business History, 1978–2008,” Frontiers of History in China 6, no. 3 (2011): 423–
62. For literature that deals with the management of political risk in China after 1914, see,
for example, Van der Putten, Corporate Behaviour; Jürgen Osterhammel, “Imperialism in
Transition: British Business and the Chinese Authorities, 1931–37,” China Quarterly, no. 98
(1984): 260–86; Aron Shai, The Fate of British and French Firms in China, 1949–54: Impe-
rialism Imprisoned (Basingstoke, 1996); Niv Horesh, Shanghai’s Bund and Beyond: British
Banks, Banknote Issuance, and Monetary Policy in China, 1842–1937 (New Haven, 2014),
chap. 5; Ghassan Moazzin, “From Globalization to Liquidation: The Deutsch-Asiatische
Bank and the First World War in China,” Cross-Currents: East Asian History and Culture
Review 4, no. 2 (2015): 601–29; and Smith, “LBV Perspective.” Smith’s study, however,
mainly focuses on the maintaining of legitimacy in homemarkets. An exception that discusses
the management of political risk by a multinational company in China before 1914 is Sherman
Cochran, Big Business in China: Sino-Foreign Rivalry in the Cigarette Industry, 1890–1930
(Cambridge, MA, 1980), chap. 2. This focus on the post-1914 period is also present in the busi-
ness history literature on political risk more generally. On this, see Geoffrey Jones and Rachael
Comunale, “Business, Governments and Political Risk in South Asia and Latin America since
1970,” Australian Economic History Review 58, no. 3 (2018): 233–37.
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China’s credit abroad and ensure the servicing of Chinese debt in the
aftermath of the revolution. The third part returns to China and shows
how foreign bankers withheld financial support for both belligerent
parties in the revolution to bring about reconciliation and restore stabil-
ity. Finally, the article discusses how foreign banks financed the new
Chinese Republican government and contributed to restoring a certain
level of stability in China.

The Outbreak of Revolution

After the Chinese Revolution broke out in Wuchang, upstream from
Shanghai, in October 1911, it quickly spread throughout China. Uprisings
mushroomed and military conflict ensued between the revolutionary
armies and the forces of the ruling Qing dynasty.14 Multinational
banks in China’s treaty ports quickly felt the impact. First, the turmoil
of the revolution led to financial crisis. As the DAB reported to its super-
visory board, a consequence of the revolution was runs on the Chinese
banks in different treaty ports, including Shanghai, Hankou, and
Tianjin, which as a result were often unable to repay their debts. In
Shanghai alone, the outstanding loans made by foreign banks to
Chinese banks amounted to 9 million taels (approximately
£1,088,271).15 This crisis caused many Chinese banks to close their
doors and also extended to banks in the Chinese interior. In the words
of the British commercial attaché in Beijing, the revolution resulted in
the “whole banking system of China [breaking] down.”16 Besides the out-
standing debts of Chinese banks, their dysfunctionwas also a problem for
foreign banks more generally, as their operation in the Chinese banking
sector was dependent on cooperation with their Chinese counterparts.17

14On the historical background of the revolution, see Michael Gasster, “The Republican
Revolutionary Movement,” in The Cambridge History of China, vol. 11, Late Ch’ing, 1800–
1911, Part 2, ed. John K. Fairbank and Kwang-ching Liu (Cambridge, U.K., 1976), 463–534;
and Mary Clabough Wright, ed., China in Revolution: The First Phase, 1900–1913 (New
Haven, 1968).

15 Deutsch-Asiatische Bank to Mitglied des Aufsichtsrates der Deutsch-Asiatischen Bank,
30 Nov. 1911, K07/010/I/01, HADB. Conversion of taels into pounds sterling throughout
the article have been made using the average Shanghai Tael-Pound exchange rate for the
respective year provided in Markus A. Denzel, Jürgen Schneider, and Oskar Schwarzer,Wäh-
rungen derWelt IV: Asiatische und australische Devisenkurse im 19. Jahrhundert (Stuttgart,
1992), 154.

16Quote from Foreign Office and Board of Trade (hereafter FOBT), Report for the Year
1911 on the Foreign Trade of China (London, 1912), 8. See also FOBT, Report for the Year
1911 on the Trade of Shanghai (London, 1912), 7; FOBT, Report for the Year 1911 on the
Trade of Tientsin (London, 1912), 4; FOBT, Report for the Year 1911 on the Trade of
Hankow (London, 1912), 3.

17 On the interdependence between foreign and Chinese banks, see Moazzin, “Sino-Foreign
Business Networks.”
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More broadly, the business of multinational banks was also nega-
tively influenced by the adverse effect of the revolution on China’s
foreign trade. The revolution and, more directly, the ensuing financial
crisis inflicted a “crushing blow on the trade of China,” resulting in a
“complete stagnation of trade at the end of the year.”18 In their report
to the DAB supervisory board, the German bankers immediately con-
cluded that the negative development of China’s foreign trade would
adversely affect the bank’s business.19 The unstable situation in the
Chinese market also had repercussions for the activities of these multi-
national banks outside of China. As foreign banks needed to transfer
money to their Chinese branches, some faced liquidity problems in
ports such as Yokohama and Kobe. Given the importance of intra-
Asian trade, the revolution in China unsurprisingly also had an
adverse effect on the foreign trade of Japan and Singapore, where mul-
tinational banks like the DAB were also active.20

The immediate reaction of foreign banks to this crisis was to try to
come to the aid of Chinese banks. They accepted a delay in payment
from Chinese banks in Shanghai and seem to have also tried to work
out a repayment plan in Hankou.21 In the northern port city of Tianjin,
foreign banks also tried to alleviate the crisis, but this effort failed
because of a “complete lack of acceptable securities.”22 In any case,
these measures had only a limited effect. For example, even when the
Shanghai financial market started to recover, this gave “little stimulus
to trade, for the whole country was in such a state of anarchy that
there was no security in transport, whilst native merchants’ whole avail-
able funds were either voluntarily or compulsorily offered in support of
the popular revolutionary cause.”23 As the British commercial attaché in
Beijing wrote, “the country everywhere had become so unsettled that
neither goods nor money could be moved freely.”24 Clearly, the larger
problem was that the instability following the revolution had paralyzed
the country and only a return to stability with a legitimate government
in place could solve the crisis. Accordingly, the North-China Herald

18 FOBT, Report for the Year 1911 on the Foreign Trade of China, 8. See also FOBT, Report
for the Year 1911 on the Trade of Shanghai, 4.

19Deutsch-Asiatische Bank to Mitglied des Aufsichtsrates der Deutsch-Asiatischen Bank,
30 Nov. 1911, K07/010/I/01, HADB.

20Deutsch-Asiatische Bank to Mitglied des Aufsichtsrats der Deutsch-Asiatischen Bank, 9
Jan. 1912, K07/010/I/01, HADB. On the importance of intra-Asian trade, see Sugihara Kaoru,
Ajia-kan bōeki no keisei to kōzō (Kyoto, 1996).

21 FOBT, Report for the Year 1911 on the Trade of Shanghai, 4; FBOT, Report for the Year
1911 on the Trade of Hankow, 10.

22Deutsch-Asiatische Bank to Mitglied des Aufsichtsrats der Deutsch-Asiatischen Bank, 9
Jan. 1912, K07/010/I/01, HADB.

23 FOBT, Report for the Year 1911 on the Trade of Shanghai, 4.
24 FOBT, Report for the Year 1911 on the Foreign Trade of China, 8.
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opined in November 1911 that the “entire responsibility for the existence
of the abnormal trade conditions rests upon the political situation. What
is urgently wanted is peace and government in the country, without
which commerce cannot be resumed.”25 Naturally, this was also in the
interest of foreign banks.

However, despite the disastrous state of Chinese commerce after the
revolution, the greatest concern of foreign bankers at that time was the
performance of Chinese bonds in Europe and the maintenance of
China’s credit abroad. Faced with a fiscal crisis, China had during the
nineteenth century begun to resort to foreign loans to raise funds andbor-
rowed foreign capital fromWesternmerchants and banks. Consequently,
providing loans to the Chinese government became an important part of
the business of foreign banks in China.26 Starting in the 1870s, mainly
with the help of theHSBC, China also began to issue public loans onEuro-
pean bond markets.27 Subsequently, Chinese foreign borrowing
increased dramatically and China developed a reliance on foreign
loans. At the same time, its financial problems and deficit grew, so
Chinawas bound to need further foreign loans if it faced any emergencies
that required large sums ofmoney.28 In 1911, London andBerlinwere the
biggest markets for the trade in Chinese bonds.29 Thus, this section and
the following section pay particular attention to the actions of British
and German bankers. In the years before the 1911 Revolution, Chinese
bonds had performed well in London and Berlin and were always
traded either at a premium or only slightly below par.30 This favorable
credit had enabled China to borrow large sums of foreign capital abroad.

25 “The Revolution and Trade,” North-China Herald, 25 Nov. 1911.
26On foreign borrowing as a reaction to fiscal crisis, see Peng Zeyi, Shijiu shiji houbanqi de

zhongguo caizheng yu jingji (Beijing, 2010), 104–33. On the early phase of Chinese foreign
borrowing, see Hamashita Takeshi, Chūgoku kindai keizaishi kenkyū: Shinmatsu kaikan
zaisei to kaikōjō shijōken (Tokyo, 1989), 68–74.

27 Frank H. H. King, The History of the Hongkong and Shanghai Banking Corporation,
vol. 1, The Hongkong Bank in Late Imperial China 1864–1902: On an Even Keel (Cambridge,
U.K., 1987), 535–62; Van de Ven, Breaking with the Past, 136–44.

28GhassanMoazzin, “Networks of Capital: German Bankers and the Financial Internation-
alisation of China (1885–1919)” (PhD diss., University of Cambridge, 2017), 159–61.

29 See the overview of China’s outstanding debt in Ernst Heinemann, Georg Tischert, John
Weber and Th. Stegemann, Saling’s Börsen-Jahrbuch für 1912/1913 (Berlin, 1912), 212–18.
For only slightly different numbers, see H. T. Montague Bell and H. G. W. Woodhead, The
China Year Book, 1912 (London, 1912), 298–301. While Chinese bonds could be freely
traded within Europe, this assessment is made according to the bonds’ place of issue. Accord-
ing to Xu Yisheng, Britain and Germany were also China’s greatest creditors overall for the
period between the Sino-Japanese War and the Revolution of 1911. See Xu, Zhongguo jindai
waizhaishi tongji ziliao 1853–1927 (Beijing, 1962), 92. For details of individual public loans
during this period, see Wilhelm Kuhlmann, China’s Foreign Debt 1865–1982 (Hannover, 1983).

30Heinemann et al., Saling’s Börsen-Jahrbuch, 212–18; Investor’s Manual Monthly (Dec.
issues, 1905–1910). The only exception at times was the 7 percent loan floated in London in
1894, which, unlike the other loans, was denominated in silver.
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News of the uprising in Wuchang reached Britain on October 12,
1911, and “brought a feeling of uncertainty over the [bond] market” in
London.31 In Berlin, investors also grew concerned about the situation
in China and soon the topic that “received most of the attention” at the
bourse was “the news about the uprising in China” indicating “that the
danger [created by] the revolutionary movement is greater than previ-
ously expected.”32 Newspapers in London and Berlin continued to
inform investors of the course of events in China and increasingly
reported on “the progress made by the rebels” and “the sympathy with
which the rebellion is regarded throughout China.”33 The Berliner
Börsen-Zeitung, a newspaper published specifically for German inves-
tors, reported on the situation in China and expressed worries that a
“civil war [between the government and the revolutionaries] appears
to become more and more likely.”34 There were also more positive
reports that “the Chinese troubles will soon come to an end.”35 Neverthe-
less, there existed a general anxiety about the political instability in
China. The uncertainty on the bond markets led to a price fall of some
“Far Eastern stocks . . . on account of the Revolution.”36 Figure 1
shows the price development of China bonds in Britain and Germany
immediately after the revolution using the example of the two large
Chinese indemnity loans floated in 1896 and 1898. As we can see,
between October 7 and November 30 the price average of these bonds
decreased from 102.125 percent to 97.75 percent in Britain and from
100.4 percent to 96.65 percent in Germany.

This volatility in the price of Chinese bonds was a concern not only
for bondholders but also for multinational banks like the HSBC and the
DAB, which had underwritten and floated loans for the Chinese govern-
ment in Europe in the past.37 Aworsening of China’s credit could damage
their reputation as underwriters of Chinese loans.38 Naturally, it would
have also threatened the floating of future Chinese loans, which repre-
sented an important part of the business of these banks. Given the reli-
ance of the Chinese government on foreign borrowing, any new regime
that could restore stability in China for Chinese commerce would most

31 “Money Market,” Times (London), 14 Oct. 1911.
32 Front page, Berliner Börsen-Zeitung (Abend-Ausgabe), 16 Oct. 1911.
33 “The Chinese Government and the Rebellion,” Times (London), 27 Oct. 1911. See also

“Die Revolution in China,” Berliner Tageblatt, 18 Oct. 1911; and “The Manchu Dynasty and
the Chinese Revolution,” Economist, 21 Oct. 1911.

34 “Die chinesischen Wirren,” Berliner Börsen-Zeitung (Abend-Ausgabe), 25 Oct. 1911.
35 Front page, Berliner Börsen-Zeitung (Abend-Ausgabe), 30 Oct. 1911.
36 “Money Markets,” Economist, 21 Oct. 1911.
37 For an overview of these loans, see Kuhlmann, China’s Foreign Debt.
38On the importance of the underwriters’ reputation on European bondmarkets, see Marc

Flandreau and Juan H. Flores, “Bonds and Brands: Foundations of Sovereign Debt Markets,
1820–1830,” Journal of Economic History 69, no. 3 (2009): 646–84.
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likely depend on the ability to continue to borrow foreign capital. As King
argues for the HSBC and its loan business more generally, foreign
bankers also had an interest in protecting China’s credit due to a
feeling of responsibility toward existing bondholders, the bankers’ own
investment in Chinese bonds and a long-term business interest in finan-
cially supporting Chinese economic growth.39

The greatest fear of these bankers was that China would default on
its loans. Charles Addis, London manager of the HSBC, believed that
“even a temporary failure of the [Chinese] Government to meet its obli-
gations” would have had a serious impact on China’s credit.40 Although
these foreign banks still held limited funds to the credit of the Chinese
government, at the end of 1911 the first payments of foreign loans fell
due without payment having been arranged by the Chinese
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Figure 1. Price of British and German China bonds, October 7, 1911, to November 30, 1911.
(Sources: The Economist, October 7, 14, and 21, 1911, November 11, 18, and 25, 1911; Investor’s
MonthlyManual, October 31, 1911, November 30, 1911; and Berliner Börsen-Zeitung,October
7, 14, 21, and 31, 1911, November 11, 18, 25, and 30, 1911.)

39King, History of the HSBC, 2:482–84. King makes this argument not in specific refer-
ence to the situation right after the outbreak of the Revolution of 1911 when political instability
threatened China’s credit but about the HSBC bankers and their loan business and opposition
to “ill-advised borrowing” in general. Thus, he also mentions that China would wish to tap
foreign capital markets after a loan agreement was reached as a reason for the HSBC
bankers to oppose such “ill-advised borrowing” and preserve China’s credit.

40 Charles Addis to F. Campbell, 2 Dec. 1911, FO 405/205, 324, TheNational Archives, Kew,
U.K. (hereafter TNA).
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government.41 Thus, there existed the serious threat of a full Chinese
sovereign default. The concerns grew further, when news appeared in
late October that the revenues of the Chinese government from the
Yangzi provinces, which “contributed the greater portion of money
required for monthly remittances” for the servicing of loans, had
stopped flowing.42 Furthermore, in November 1911 some rebels abol-
ished the lijin, a trade tax, which had been pledged as guarantee for
several loans.43 The political developments in China had not only
affected the business of foreign banks on the spot in China but also
increased the political risk of those multinational banks that had under-
written Chinese bonds and for those investors that owned Chinese gov-
ernment bonds. Clearly, this new situation had to be managed somehow
in Europe until things calmed down in China and stability would be
restored.

Maintaining China’s Credit Abroad

The first measure taken by foreign banks to mitigate the impact of
the revolution on Chinese bonds was that they pledged to pay the interest
payments on Chinese loans should there be delays in Chinese payments.
This strategy was first fixed during an international banking conference
held in Paris on November 8, 1911, with French and American bankers
with whom the HSBC and the DAB had formed a consortium for
issuing Chinese loans in 1910. Known as the Four Power Groups (or
Four Groups) consortium, it constituted themost powerful foreign finan-
cial consortium in China.44 At the conference, the problem of “coupons
[of Chinese loans] falling due was discussed and there was no difference
of opinion among the Groups that such coupons should be protected as
far as possible and that all Groups should arrange the matter in the same
way.”45 As Addis later explained, the understanding of the Groups was

41King, History of the HSBC, 2:474–75. King explains that the funds held in the Shanghai
branches of the banks could not be used for payments in the absence of instructions from the
Chinese government. However, there is evidence that, for a time, money held in London to the
credit of the Chinese government, possibly having already been transferred for that purpose
before the revolution, was used for loan payments for the Shanghai-Hangzhou-Ningbo and
Shanghai-Nanjing railway loans. See J. N. Jordan to Edward Grey, 16 Nov. 1911, FO 405/
205, 335–36, TNA.

42 Franz Urbig to A. M. Townsend, 27 Oct. 1911, FO 405/205, 177, TNA.
43 “Minutes of Meeting of the French, British, German & American Groups at the Offices of

the Banque de l’Indo-Chine, Paris, on the 8th November, 1911,” S2592, HADB.
44On the development of the consortium, see King, History of the HSBC, 2:406–15, 434–

45. An old but still useful account is Frederick V. Field, American Participation in the China
Consortiums (Chicago, 1931), chaps. 2–4.

45 “Minutes of Meeting of the French, British, German & American Groups at the Offices of
the Banque de l’Indo-Chine, Paris, on the 8th November, 1911,” S2592, HADB.
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that the bankers would “take common action for the protection of these
coupons by paying the money themselves.”46 Thus, the bankers were
essentially pledging their own money to maintain China’s credit.

As the 6 percent 1895 Gold Loan floated by the HSBC in London was
due first, the HSBC was the first bank to issue a statement that it would
purchase the coupons for this loan.47 The Nationalbank für Deutschland,
which had floated a Chinese loan in Germany in 1895, also soon pledged
to pay for the coupons that became due.48 When payments for the 1898
indemnity loan were about to be due, the Konsortium für Asiatische
Geschäfte (KfAG; Consortium for Asiatic Business), which united the
interests of more than a dozen German banks in China and was con-
nected to the DAB, pledged to pay both the coupons and drawn bonds
due, as the HSBC now had also agreed to pay drawn bonds as well.49

British banks and syndicates other than the HSBC, such as the Chartered
Bank and the Peking Syndicate, also paid interest coupons for due bonds.
According to the secretary of the Peking Syndicate, this was done to avoid
the “disastrous effect” that a Chinese failure to pay its debt would have
“on all Chinese Government securities.”50 Thus, these banks pledged
their own money during the months following the revolution to avert a
Chinese failure to service its debt and to maintain China’s credit,
although it was unclear if and when a stable Chinese government that
could repay them would be established.

While the banks were willing to put forward their ownmoney for the
time being, it soon became clear that a long-term solution for guarantee-
ing the payment of Chinese bonds needed to be found. As EdwardHillier,
the Beijing manager of the HSBC, put it, the “gravity and uncertainty of
[the] situation have so increased since [the] Paris Conference” in
November that the banks could not “prolong indefinitely” their pledge
of paying for interest.51 For the time being, discussions of both British
and German bankers focused mainly on securing the customs revenue

46Charles Addis to F. Campbell, 2 Dec. 1911, FO 405/205, 324, TNA
47 “Chinese Imperial Government 6% Gold Loan of 1895, £3,000,000 (Notice),” 21 Dec.

1911, FO 371/1098, 351, TNA. Also see King, History of the HSBC, 2:475.
48 “Consortium für Asiatische Geschäfte, Protokoll der Sitzung vom 27. December 1911,”;

DAB to Deutsche Bank, 28 Dec.1911, both in S2592, HADB. On the Nationalbank für Deutsch-
land and the 1895 loan, see Maximillian Müller-Jabusch, Fünfzig Jahre Deutsch-Asiatische
Bank : 1890–1939 (Berlin, 1940), 72–73; Berliner Actionair, Jahrbuch der Berliner Börse
1897–1898: Ein Nachschlagebuch für Banquiers und Capitalisten (Berlin, 1897), 56.

49 “Consortium für Asiatische Geschäfte, Protokoll der Sitzung vom 19. Februar 1912,”
S2592, HADB. On the Konsortium für Asiatische Geschäfte and its composition, see Müller-
Jabusch, Fünfzig Jahre Deutsch-Asiatische Bank, 31–32, 52–53.

50Quote from Peking Syndicate to Foreign Office, 19 Dec. 1911, FO 405/205, 417, TNA;
“Memorandum communicated to Wai-wu Pu,” 4 Jan. 1912, FO 405/208, 123, TNA. In the
case of the Peking Syndicate, the sum for the payment of the interest coupons was included
in a loan to the Imperial Chinese Railways.

51HSBC (Beijing) to Addis, 5 Dec. 1911, FO 405/205, 347, TNA.
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under control of the Chinese Maritime Customs Service, a foreign-led
Chinese government agency headed by British Inspector General
Francis Aglen in Beijing. A significant number of Chinese loans were
hypothecated on customs revenue.52 Therefore, the second measure
that bankers took to maintain China’s credit was to work with Aglen to
secure the customs revenue for the servicing of Chinese loans. As early
as October 14, 1911, Aglen had started devising plans to deposit
customs revenue at theHSBC to secure this revenue from the revolution-
aries and ensure the repayment of foreign debt. In December 1911, he
ordered the customs commissioners, who until then had exercised no
control over the revenue, to assume that control.53 The Chinese govern-
ment had initially planned to ask for “deferring the payment” of the
Boxer indemnity, which in October had been the first payment due to
be paid from the customs revenue to a foreign party, but as this
“would have ruined [China’s] credit” the Chinese officials decided to
“fulfil the payment as usual” and, agreeing to Aglen’s plan, “instructed
[him] to place into foreign banks the whole amount of the customs
revenue, which will be used to pay the indemnity and foreign loans”
hypothecated on customs revenue.54

In November 1911, the foreign banks in Shanghai proposed the
establishment of a commission consisting of those banks whose coun-
tries received parts of the Boxer indemnity, which was not a loan but
also hypothecated on customs revenue. This commission was to elect
an executive commission consisting of the HSBC, the DAB, and the
Russo-Asiatic Bank. The inspector general was to remit the customs
revenue to these three banks every week to repay those loans guaranteed
by customs revenue; the remaining surplus would then be used for the
repayment of the Boxer indemnity starting at the end of 1912.55 Franz
Urbig, the head of the supervisory board of the DAB, agreed with this
proposal and wrote to Addis that he considered it “very reasonable”
and stressed that not only was “mak[ing] effective the security given
by the maritime customs” the banks’ “duty towards the bondholders”
but safeguarding it was also necessary for the “protection of [the]
issuing credit” of the banks.56 By the end of December, diplomatic
support for this measure was also forthcoming.57 In January 1912, an
International Commission of Bankers was established. From then on,

52HSBC (Beijing) to Addis, 5 Dec. 1911, FO 405/205, 347, TNA; DAB to Deutsche Bank, 4
Jan. 1912, S2592, HADB. On the ChineseMaritime Customs Service, see Van de Ven, Breaking
with the Past.

53 Van de Ven, Breaking with the Past, 162–63.
54Waiwubu to Liu Yulin, 21 Nov. 1911, FO 405/205, 281, TNA.
55DAB (Shanghai) to DAB (Berlin), 28 Nov. 1911, S2592, HADB.
56 Franz Urbig to Charles Addis, 30 Dec. 1911, FO 405/208, 22, TNA.
57DAB to Deutsche Bank, 4 Jan. 1912, HADB.
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the customs revenue was transferred in equal amounts to the HSBC, the
DAB, and the Russo-Asiatic Bank to ensure the repayment of China’s
foreign obligations.58

In London, Addis published a telegram by Aglen in the Times that
confirmed the establishment of the commission and the safety of the
repayment of Chinese loans secured by customs revenue. Addis was
certain this would “hardly fail to have a reassuring effect upon the
holders of Chinese bonds.”59 He continued to publish reports on
customs funds received by the foreign banks to reassure investors.60

German bankers do not seem to have used newspapers in the same
way to publicize the commission’s establishment, although news of it
would have reached Berlin. For the German consortium, the main
advantage of the establishment of the commission was that it could
reduce its guarantees for the payment of loans floated by the DAB, as
at least the servicing of those loans secured by customs revenue was
now ensured.61 In both the British and the German cases, the arrange-
ment the foreign bankers concluded with the Customs Service and the
foreign diplomats had a reassuring effect for investors and provided a
long-term solution for the servicing of a large part of the Chinese
loans, thereby also maintaining China’s credit.

Besides these twomeasures, the German bankers took a further step
to deal with the increased political risk for investors and to maintain
China’s credit. They pooled money to actively intervene in the bond
market in Berlin and buy up Chinese bonds to stabilize their price, espe-
cially for those bonds not secured by customs revenue. It is unclear
whether British banks took similar measures, but unlike the HSBC or
the Chartered Bank, the German banks united in the KfAG possessed
such large capital power that they were able to pool enough money
easily without putting any single member of the consortium at too
much risk. After the 1911 Revolution broke out, German bankers
started to buy up Chinese bonds on October 14.62 Two days later,
bankers of the Disconto-Gesellschaft and the Deutsche Bank, both
members of the KfAG, met at the Berlin bourse and agreed that a consor-
tium was to be established to purchase bonds for the purpose of “price
regulation” of Chinese bonds. The costs were split among the consortium

58Van de Ven, Breaking with the Past, 167.
59 Charles Addis to Langley, 1 Feb. 1912, FO 405/208, 163, TNA. For the telegram from

Aglen, see Inspector-General of Customs, Peking to HSBC (London), 31 Jan. 1912, FO 405/
208, 163, TNA; and “Chinese Customs Revenues. Early Resumption of Loan Service Pay-
ments,” Times (London), 2 Feb. 1912.

60 “Chinese Customs Revenue. Recent Improvement Maintained,” Times (London), 5 Feb.
1912; “Chinese Loan Service. Payments Expected Shortly,” Times (London), 7 Feb. 1912.

61 DAB to Deutsche Bank, 2 Mar. 1912, S2592, HADB.
62 “Aufnahme-Consortium für Chinesische Anleihen,” 30 Dec. 1911, S2606, HADB.
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banks.63 On the following day, it was decided to extend the consortium to
all themembers of the KfAG, as there was a possibility that the volume of
the “intervention purchases [Interventions-Käufe]” could increase
further.64

As Figure 2 shows, in 1912 the consortium bought up a large number
of Chinese bonds to increase demand in themarket and prop up the price
for those bonds. It needs to be pointed out that the consortium not only
purchased but also sold bonds at the same time.65 Figure 2 shows the
total volume of purchases rather than the consortium’s balance of pay-
ments. While purchases remained limited to only £61,260 between
October and December 1911, they rose sharply to a total of £320,375 in
the first half of 1912. This sum eventually decreased to only £9,460 in
the last months before the consortium decided in December 1912 that
further purchases were unnecessary for the time being.66 The correspon-
dence of the consortium contains no specific information on the direct
impact of the purchases on bond prices; however, the fact that the con-
sortium continued to carry out large intervention purchases throughout
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Figure 2. Chinese Bonds purchased by German consortium, October 14, 1911, to September 3,
1912, in £ (Source: Relevant tables in S2606, Historical Archive of Deutsche Bank, Frankfurt
am Main).

63Disconto-Gesellschaft to Deutsche Bank, 16 Oct. 1911, S2606, HADB.
64Quote fromDisconto-Gesellschaft to Deutsche-Bank, 17 Oct. 1911; Disconto-Gesellschaft

to Deutsche Bank, 20 Oct. 1911, both in S2606, HADB.
65 For the sales, see the relevant tables in file S2606, HADB.
66Disconto-Gesellschaft to Deutsche Bank, 4 Dec. 1912, S2606, HADB.
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the first half of 1912 suggests that they believed purchases were necessary
to stabilize bond prices until then.

If we look at the overall performance of Chinese bonds on the
London and Berlin markets from 1910 to 1914 (provided in Figure 3
and Figure 4), we can see how the measures taken by the bankers were
reflected in the performance of Chinese bonds. Chinese bonds are
divided into two samples of bonds traded in both London and Berlin.
One consists of the two Anglo-German indemnity loans of 1896 and
1898, both secured by revenue collected by the Maritime Customs
Service run by foreigners, and the other comprises three railway loans
not secured by customs revenue or any other revenues under foreign
control.67 The two graphs (Spread I and Spread II) show the spread
between the two samples of Chinese bonds and British consols and
German sovereign bonds, respectively, thereby demonstrating how the
Chinese bonds performed in relation to the overall development of the
markets.68

From the two figures we can see that overall yields for Chinese bonds
remained stable throughout the Revolution of 1911 and its aftermath.
Clearly, the measures taken by the bankers in London and Berlin were
effective in limiting the impact of the increased political risk in China
on European bond markets and in preventing any large-scale fluctua-
tions in bond prices. The bankers succeeded in maintaining China’s
credit and mitigating the impact of the revolution and the increased
political risk for investments in China on foreign bond markets. The
stability of Chinese bond yields during the late nineteenth and early
twentieth centuries has been noted before and simply traced to risk
being limited through continuous foreign control of Chinese revenues.69

However, this section has shown the importance of bankers in maintain-
ing this stability during and after the 1911 Revolution. The two figures
also show that Chinese bonds with and without foreign control of
Chinese revenues had performed similarly before 1911. Only after the
revolution does there seem to have been a slight divergence in bond
yields between the two groups of bonds, indicating that investors to a
certain degree lost confidence in bonds secured by revenues without
foreign control. As we will see, the overall stability of bond yields

67 The three railway loans are the Tianjin-Pukou Railway Loan (1908), the Tianjin-Pukou
Railway Supplementary Loan (1910), and the Huguang Railway Loan. Because of their later
issuing, the latter two loans are only included in the calculation after February and October
1911, respectively, for Britain and after January andNovember 1911, respectively, for Germany.

68 The British consols used are 2.5 percent British Consols Redeemable, 1923. The German
sovereign bonds used are Deutsche Reichs-Anleihe (1890), 3 percent.

69William N. Goetzmann, Andrey D. Ukhov, and Ning Zhu, “China and the World Finan-
cial Markets 1870–1939: Modern Lessons from Historical Globalization,” Economic History
Review 60, no. 2 (2007): 267–312.
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achieved by the foreign bankers allowed China to continue to raise
capital on foreign markets and thereby keep the new republic afloat.

Foreign Capital and the Transition from Empire to Republic

With the impact of the revolution on foreign bondmarketsmitigated
for the time being, the foreign banks active in China were still confronted
with the necessity of restoring stability in the country so that China’s
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Figure 3. Spreads of British China bonds (current yield), January 1910 to July 1914. (Source:
Investor’s Monthly Manual, 1910–1914.)
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Figure 4. Spreads of German China bonds (current yield), January 1910 to July 1914. (Source:
Berliner Börsen-Zeitung, 1910–1914.)
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commerce could recover. While the bankers’ ability to intervene in the
Chinese political process was naturally limited, they successfully
employed the leverage they held over the supply of foreign capital—
which both belligerent parties desperately needed—to bring about a
quick agreement between the belligerents, ending the internal conflict
and its impact on Chinese commerce.

As early as October 1911, the Qing government asked the Four
Groups for an advance of 12 million taels (approximately £1,451,028).
The HSBC in Beijing felt that the “groups should entertain [the] pro-
posal” if Yuan Shikai “returns with full powers,” believing that his
return would mean the “government will be able to cope with [the] rev-
olution.”70 This sympathy for Yuan, a former Qing official dismissed by
the Qing in 1908 but reinstated as prime minister in November 1911 to
fight the revolutionaries, was already indicative of the later support for
him by foreign bankers. However, at the time, HSBC director A. M.
Townsend in London was opposed to such a loan, deeming it “undesir-
able and impolitic.”71 In Germany, the KfAG agreed that the banks
should remain neutral and not provide any loans to the Chinese govern-
ment to fight the revolutionaries. However, they were open to providing
the Chinese with loans that allowed China to continue previous loan pay-
ments, which again reflected the importance the bankers attached to
maintaining China’s ability to service its loans.72 Nevertheless, the
Four Groups eventually decided that they were “not opposed to
making [a] loan to a responsible Chinese Government” but given “the
present uncertainty of the situation [were] not disposed at present to
entertain application for financial assistance,” thereby essentially declar-
ing their neutrality in the conflict.73

Besides the general uncertainty in China, we can discern two reasons
why the bankers remained neutral. First, openly supporting either side
financially would have come with the risk of upsetting one side or
losing favor in China more generally. This was especially the case
given that both the Qing government and the revolutionaries had
issued admonitions to the foreign representatives that they should pro-
hibit any foreign lending to the other side in the conflict.74 Addis noted
that the revolutionaries had so far spared foreign life and property but

70HSBC (Beijing) to HSBC (London), 24 Oct. 1911, FO 405/205, 170, TNA.
71 A. M. Townsend to F. Campbell, 25 Oct. 1911, FO 405/205, 169–70, TNA.
72 “Consortium für Asiatische Geschäfte, Protokoll der Sitzung vom 28. Oktober 1911,”

S2592, HADB.
73 “Minutes of Meeting of the French, British, German & American Groups at the Offices of

the Banque de l’Indo-Chine, Paris, on the 8th November, 1911,” HADB.
74 Sun Zhongshan [Sun Yat-sen], “Tonggao geguo shu,” Oct./Nov. 1911, in Sun Zhongshan

quanji (hereafter SZSQJ), ed. Guangdong sheng shehui kexue yuan lishi yanjiushi et al., 11 vols.
(Beijing, 1981–1986), 1:545; Waiwubu to Foreign Ministers, 9 Jan. 1912, 02-24-008-02-061,
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that siding with their opponents might lead them to end this stance and
to “anti-foreign feeling” and “disorder.”75 Urbig also believed that as long
as no agreement between the belligerents had been found, “it may easily
happen that it will be taken amiss in China that the Four Groups have
sided with a certain party.”76

However, an arguably even more important reason was that the
refusal of any direct financial support forced both parties to come to
an agreement, thereby clearing the way for the reestablishment of a
viable government and stability in the country. As Addis explained, pro-
viding financial support to Yuan might “only harden his heart and make
him more inclined to be uncompromising.” In contrast, Addis felt that
“the diminishing financial resources of the two contestants [resulting
from no access to foreign borrowing] in itself [might be] an incentive
to a compromise being arrived between them.”77 His HSBC colleagues
in Shanghai also feared that financial support of Yuan would “almost
certain[ly] result in anti-foreign movement” that would be detrimental
to foreign residents and trade. They agreed that the “solution of
trouble will be effected sooner by withholding financial support from
both sides.”78 This sentiment was shared more widely. W. M. Koch of
the well-known stock brokerage firm Panmure Gordon & Co., which
had before been involved in the floating of Chinese loans in London,
viewed the groups’ decision to “refuse all pecuniary help to both
parties” as “wise.” Like Addis, Koch felt that the “difficulty, if not the
impossibility, of [both parties] raising any money may perhaps help
towards a compromise.”79 Thus, the refusal to provide financial
support to the two belligerent parties must be seen as a way of mitigating
the risk of both antiforeign repercussions and, more importantly, pro-
longed civil conflict and disorder.

By the end of 1911, the Qing’s financial problems had still not been
resolved and Yuan was worried that the government’s inability to pay
its troops might lead many of them to turn into bandits and cause
further turmoil.80 In a letter to the governor-general of the three

Archives of the Institute of Modern History, Academia Sinica, Taipei, http://archives.sinica.
edu.tw.

75 Charles Addis to Franz Urbig, 7 Dec. 1911, FO 405/205, 359, TNA.
76 Franz Urbig to Max Warburg, 9 Dec. 1911, R17.799, 53, Political Archives of the German

Foreign Office, Berlin (hereafter PAAA).
77 Charles Addis to Franz Urbig, 7 Dec. 1911, FO 405/205, 359, TNA.
78HSBC (Hong Kong) to HSBC (London), 11 Dec. 1911, FO 405/205, 375, TNA.
79W. M. Koch to Takahashi Korekiyo, 22 Dec. 1911, Prewar Diplomatic Records, 1-7-1-11-

004, B04010802700, Diplomatic Archives of the Ministry of Foreign Affairs of Japan, Japan
Center for Asian Historical Records, Tokyo, https://www.jacar.go.jp/. On Panmure Gordon &
Co. and China, see King, History of the HSBC, 1:545; King, History of the HSBC, 2:269.

80 Ijūin Hikokichi to Uchida Kōsai, 17 Dec. 1911, in Yuan Shikai quanji (hereafter YSKQJ),
ed. Luo Baoshan and Liu Lusheng, 36 vols. (Zhengzhou, 2013), 19:165.
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northeastern provinces, Zhao Erxun, Yuan complained that no foreign
loan was forthcoming and indicated that the court now wished to
come to an agreement with the revolutionaries, as the military campaign
against them could no longer be supported financially.81

Just as the Qing government tried to raise funds through foreign
borrowing, the revolutionaries also tried to win financial support.
When revolutionary leader Sun Yat-sen, who had been in the United
States, heard revolution had broken out, he did not immediately
return to China but first made stops in London and Paris to gain
foreign support.82 There, Sun also tried to win over foreign financiers
for his cause. In London, he approached the HSBC about financial assis-
tance, but the British bankers were not willing to help before a proper
Chinese government was established.83 Sun also tried his luck in Paris,
but the director of the French Banque de L’Indochine explained to him
that the Four Groups—of which his bank was a member—had decided
to remain neutral.84 Sun firmly believed that “victory or defeat
[against the Qing government] is decided by [foreign] loans.” Reflecting
on his failed attempts to gain financial support in Europe, he recognized
the main problem as the reluctance of foreign lenders to financially
support the new republican government, as it was so far only a tempo-
rary government not recognized by other states.85 Eventually, both
Yuan’s admission that the Qing lacked the funds to continue fighting
and Sun’s realization that only a proper government recognized by
other states would be able to borrow the needed foreign capital on a
large scale suggests that the neutral position taken by foreign bankers
was an important factor in bringing the two belligerents to the negotiat-
ing table.86 After peace negotiations between the revolutionaries and
Yuan, the Qing emperor abdicated in February 1912; after just over
four months, the revolution ended and Yuan emerged as the provisional
president of the new Chinese republic. Thus, by maintaining neutrality
during the revolution the bankers had successfully managed to mitigate
the risk of possible prolonged civil war and opened up the road to a new
unified government that could restore long-term stability.

81 Yuan Shikai to Zhao Erxun, 29 Dec. 1911, YSKQJ, 19:219.
82Marie-Claire Bergère, Sun Yat-sen, trans. Janet Lloyd (Stanford, 1998), 207–9.
83King, History of the HSBC, 2:477.
84 “Yu ximeng de tanhua,” 23 Nov. 1911, SZSQJ, 1:563.
85 Sun to Chen Jiongming, Provincial Assembly of Guangdong and the Guangdong Railway

Company, 26 Jan. 1912, SZSQJ, 2:41–42. Sun’s government was only ever able to borrow small
and insignificant amounts from foreign sources. See Xu, Tongji ziliao, 96–100.

86On the effect of withholding financial support on the agreement, though from a diplo-
matic perspective, see also Edwards, Finance and Diplomacy, 159–60.
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Financing the New Republican Government

Even though a compromise between the belligerent parties had been
reached, only a new stable government could guarantee a restoration of
long-term stability. After the abdication of the Qing ruling house and the
transfer of power to Yuan Shikai, contracting a large foreign loan became
an important element of Yuan’s presidential program.87 He could count
on the support of the foreign bankers, who early on had seen him as the
person capable of restoring stability.88 In Berlin and London, newspapers
welcomed that Yuan was taking charge of the government and were
hopeful that stability could now be restored.89 Given the bleak financial sit-
uation the government found itself in, it was not surprising that foreign
loans became the basis for any other plans the government might have.
According to an estimate by Xiong Xiling, who served briefly as Minister
of Finance in 1912, the annual deficit of the new government would be
around 178million taels (approximately £24,260,597) owing to the existing
deficit of the Qing government and administrative and other expenses.90

Yuan approached the Four Groups in February 1912 about a possible
loan. He required 7 million taels (approximately £954,068) for the dis-
bandment of troops and the costs of the retiring Nanjing government.
Moreover, Yuan asked for 3.4 million taels (approximately £463,405)
a month for the requirements of the central government and a further
3 million taels (approximately £408,886) for the expenditures of the
rest of China.91 He hoped that such monthly payments could continue
at least until August and that eventually a larger loan could be secured
to repay the advances made by the Four Groups and provide a financial
basis for the establishment of the new republic.92 Regarding this larger
loan, Tang Shaoyi, then premier of Yuan’s government, inquired on
behalf of the Chinese government about a £60 million loan spread
over five years and secured by the salt revenue. This sum was to be
used first for debt and indemnity payments and then the remainder

87Ernest P. Young, The Presidency of Yuan Shih-k’ai: Liberalism and Dictatorship in
Early Republican China (Ann Arbor, 1977), 123.

88HSBC (Beijing) to HSBC (London), 24 Oct. 1911, FO 405/205, 170, TNA; HSBC (Beijing)
to HSBC (London), 3 Nov. 1911, FO 405/205, 218, TNA; Straight to J. P. Morgan, n.d., attach-
ment to Franz Urbig to Zimmermann, 21 Nov. 1911, R17.798, 194–95, PAAA; “Auszug aus dem
Protokoll No. 122 der Sitzung des Geschäftsausschusses der Deutsch-Asiatischen Bank vom
8. Dezember 1911,” S2592, HADB.

89 Front page and “Politische Nachrichten” (III. Beilage), Berliner Börsen-Zeitung (Abend-
Ausgabe), 13 Feb. 1912; “The First President of China,” Times (London), 11 Mar. 1912.

90Xiong Xiling to Tang Shaoyi, Mar. 1912, inXiong Xiling ji, 8 vols., comp. Zhou Qiuguang
(Changsha, 2008), 2:572–75.

91HSBC (Beijing) to HSBC (London), 15 Feb. 1912, FO 405/208, 241–42, TNA; HSBC
(Beijing) to HSBC (London), 24 Feb. 1912, FO 405/208, 262, TNA.

92 Yuan to Four Groups, 9 Mar. 1912, YSKQJ, 19:626.
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split “in proportion [of] 80 per cent [for] productive works [and] 20 per
cent [for the] army, navy, and education.”93

Now that a united Chinese government was again in place, the
bankers were willing to support it financially and extend the required
advances. They proposed that the Chinese government should issue trea-
sury bills to the Four Groups as collateral for the advances made; these
could then be redeemed from the proceeds of a large reorganization
loan.94 However, the banks also attached conditions to their financial
assistance. The bankers saw the loan as a chance to push China toward
financial reform. British and German bankers hoped that a part of the
proceeds from the large loan could be used for fiscal reform and infra-
structure expansion.95

Naturally, the bankers were also concerned with their future bond-
holders and were willing to provide funds only if China could provide the
“necessary guarantees.”96 The last years of the Qing dynasty had seen a
readiness by foreign bankers to accept streams of revenue not under
foreign supervision as security for loans and to leave control over loan
funds to China.97 However, this changed with the political instability that
ensued after the revolution and the consequential increased political risk
that investment in Chinese government bonds would carry. Even after
the establishment of a provisional government, the representatives of the
Four Groups in China reported that China’s public finance was in a very
serious state, “much more serious, than [the Four] Groups or ourselves
previously realized,” and, except for customs revenue, “practically no
revenue” was being collected.98 The representatives feared that “China
will ruin herself unless she is taken in hand properly.”99 While the Four
Groups accepted the salt revenue as security for the large loan, they
demanded that “the Chinese Government shall take immediate steps to
reorganise the Salt Gabelle, with the assistance of foreign experts [and]
[a]dequate guarantees shall be obtained for the control and supervision
of the expenditures of the Loan proceeds.”100

93HSBC (Beijing) to HSBC (London), 1 Mar. 1912, FO 405/208, 291, TNA.
94HSBC (Beijing) to HSBC (London), 15 Feb. 1912, FO 405/208, 241-242, TNA; “Consor-

tium für Asiatische Geschäfte, Protokoll der Sitzung vom 19. Februar 1912”; “Inter-Bank Con-
ference: Minutes of Meeting at the office of the British and Chinese Corporation, Limited,
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The bankers were also concerned about the ability of European
markets to absorb such a large loan, especially given that China had pre-
viously already used part of its salt revenue as security for loans. Addis
believed that “the Chinese are opening the mouth wide. For a nation
which has recently been in default with its loan coupons to propose a
loan of £60,000,000 against a second mortgage security is enough to
stagger, if not humanity, at least the Europeanmarkets.”101 The directors
of the DAB were convinced that “we will not find new investors for [the]
Chinese loan unless they can realise [the] efficiency of [the] guarantee
given for such a loan.” Such an efficient guarantee would be the “salt
gabelle, to be reorganised under foreign experts.”102 Thus, all these
demands reflected the bankers’ intention of encouraging Chinese fiscal
reform and responsible spending and ensuring the successful floating
and repayment of the loan.

In principle, Yuan agreed to the reorganization of the salt revenue
with the help of foreign experts and to foreign assistance “in inaugurat-
ing [a] modern system of accounts and [the] framing [of a] budget,”
which would have ensured the appropriate expenditure of the loan
funds.103 Thus, the banks agreed to fund the expenses of the Chinese gov-
ernment until the conclusion of the reorganization loan. By the end of
May, the banks had already advanced 6.1 million taels (approximately
£831,402) to the Chinese government and estimated that until
October the Chinese government would require advances totaling £10
million.104 The negotiations eventually dragged on until April 1913.
This period saw the entry of a Russian and a Japanese group into the con-
sortium in June 1912 and the exit of the American group after the elec-
tion of Woodrow Wilson. Eventually, the Reorganisation Loan
agreement was signed on April 26, 1913. The loan sum had been
reduced to £25 million.105 According to the loan agreement, a new
Central Salt Administration was to be established, which was fully
under the control of the Chinese Ministry of Finance. Foreign control

101 Charles Addis to Langley, 1 Mar. 1912, FO 405/208, 291, TNA.
102DAB (Berlin) to Addis, 1 July 1912, FO 405/209, 9, TNA.
103 “Inter-Bank Conference:Minutes ofMeeting at the office of the British and Chinese Cor-

poration, Limited, London, on the 12th March, 1912,” S2592, HADB.
104 “Konsortium für Asiatische Geschäfte,” 24 May 1912, S2592, HADB.
105On the negotiations, see Barth, Imperialismen, 388–402; King, History of the HSBC,

2:488–505; and Hirata, “Britain’s Men,” 908–16. Russian and Japanese participation in the
issuing of the loan was of relatively little financial significance, as “the whole of the Japanese
share and a considerable part of the Russian were actually issued in the financial centers of
western Europe.” C. F. Remer, Foreign Investments in China (New York, 1933), 127.
However, in the case of Japan it foreshadowed a growing involvement in Chinese finance
during the following years. On this involvement, see Michael Schiltz, The Money Doctors
from Japan: Finance, Imperialism, and the Building of the Yen Bloc, 1895–1937 (Cambridge,
MA, 2012), 121–54.
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was limited to a foreign associate chief inspector, who was to manage the
Salt Administration together with a Chinese chief inspector.106

Given the still large amount of money that China required, and the
near failure on its loan payments to bondholders that China had wit-
nessed, it was surprising that the bonds were initially floated successfully
in Britain, Germany, France, Russia, and Belgium.107 However, in
London the bonds at first fell to 54.5 percent below par by the end of
July 1913. While the London price recovered in August, in both
Germany and Britain the bonds soon stagnated around the issue value
of 90 percent below par and remained clearly below the average of the
indemnity loans of 1896 and 1898, which had a security similar to that
of the Reorganisation Loan (see Figure 5). Given the divergence in the
performance of bonds after the revolution observed above, the Reorgan-
isation Loan would most likely have performed even more poorly
without a foreign-controlled security. Thus, the bankers had not been
wrong in insisting on a good security. The weak performance of the Reor-
ganisation Loan bonds also showed that a bond issue of this size would
most likely not have been possible had the bankers not maintained
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Figure 5. Reorganization loan bond prices (Berlin/London), July 1913 to July 1914. (Sources:
Investor’s Monthly Manual, July 1913–July 1914; Berliner Börsen-Zeitung, July 1913–July
1914.)

106 “Chinese Government Five Per Cent Reorganization Gold Loan Agreement” (26 Apr.
1913), in Treaties and Agreements with and concerning China, 1894–1919, 2 vols., comp.
and ed. John Van Antwerp MacMurray (Oxford, 1921), 2:1007–21; “Inter-Bank Conference:
Minutes of the Four Groups held at the Office of the British and Chinese Corporation,
Limited, London, on the 14th and 15th May, 1912,” K07/002II-12, HADB.

107 “The Chinese Loan,” Times (London), 22 May 1913.
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China’s credit in Europe and thereby limited the impact of the height-
ened political risk on bond prices during the months following the revo-
lution. Only the previous actions of the bankers enabled China to raise
this large amount of money abroad and keep the new government afloat.

The Reorganisation Loan played an important role in Yuan’s consol-
idation of power and his quick victory against an upheaval by several
southern provinces in 1913.108 Thereby, the actions of the bankers, this
time in the form of financial support for the new government, once
more prevented any prolonged interior conflict. The loan also allowed
the government to continue servicing its debt, resume basic administra-
tive functions, and initiate reforms for the strengthening of the central
government. According to the German bankers, this all had a positive
impact on the Chinese economy—despite the negative impact of the
upheaval of the southern provinces.109 Evidence from Tianjin suggests
that the reorganization loan eased the money market and thereby
helped trade.110 More broadly, the limitation of civil conflict had a posi-
tive impact on China’s foreign trade. As Figure 6 shows, after the growth
of China’s foreign trade had stagnated in 1911, it recovered in the follow-
ing two years. Undoubtedly, the quick reestablishment of a new Chinese
government, induced by the foreign banks’ withholding of financial
support, and the funding provided to the new government had played
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Figure 6. Gross value of the foreign trade of China in £ (not including value of goods carried
coastwise), 1909 to 1913. (Source: Foreign Office and Board of Trade, Report for the Year 1913
on the Foreign Trade of China [London, 1915], 26.)

108Hirata, “Britain’s Men,” 925–28.
109DAB, “Geschäfts-Bericht für das Jahr 1913,” 29 May 1914, Geschäftsberichte, HADB.
110 FOBT, Report for the Year 1913 on the Trade of Tientsin (London, 1914), 3.
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an important role in making both a return to stability and this economic
recovery possible. In the aftermath of the revolution, the foreign bankers
had managed to maintain China’s credit, ensure the continuous pay-
ments to bondholders of Chinese loans, help bring about a quick resolu-
tion of civil disorder and conflict, and restore stability. Thus, the
strategizing of the multinational banks throughout the revolution
shows how multinational banks could use their limited capabilities to
mitigate the impact of major political upheaval like the 1911 Revolution
on their business and the business environment in emerging economies
more broadly.

Conclusion

This article has traced how multinational banks in China managed
political risk during the Revolution of 1911 and its aftermath. I have
shown that these banks used distinctively financial measures—namely
the maintenance of China’s credit abroad, through the use of the
banks’ own resources and cooperation with Chinese government institu-
tions, and the control of the supply of foreign capital to China—to influ-
ence political and economic developments in such a way that helped to
manage the political risk after the outbreak of revolution. The 1911 Rev-
olution shows that bankers, as opposed to othermultinationals, were in a
particularly favorable position for mitigating political risk in emerging
markets reliant on foreign capital because of their connections to
foreign bond markets and their role as the main providers of such
capital. These two advantages allowed them to maintain a country’s
credit, curtail civil conflict, and support the establishment of a new gov-
ernment during political crises.

Studying the strategies for the management of political risk adopted
by multinational banks in a non-European emerging market like China
also allows for comparison with their behavior in a European context.
As mentioned above, Malik shows that in the case of late nineteenth-
and early twentieth-century Russia, multinational bankers exhibited a
certain complacency and passivity with regard to political risk, partly
owing to Russia being a European country. In contrast, we have seen
that multinational banks in China were willing to take immediate
active measures to mitigate political risk and even use their control
over the supply of foreign capital to intervene in the political process.
Additional case studies of political risk management by multinational
banks would be necessary to arrive at a typology of risk management
of such banks in different countries during revolutions. However, this
comparison already suggests that multinational banks operating on the
periphery of the global economy not only were more responsive to
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heightened political risk but also understood their role in resolving and
limiting the impact of political upheaval tomitigate political risk asmuch
more active than in Europe. These differences in the behaviors of multi-
national banks in European and non-European contexts once again
shows the importance of studying business history—in particular, how
businesses reacted to political instability—in non-European emerging
markets.111

Beyond the realm of multinational banking, the findings of this
article contribute to the risk management literature in business and
financial history more generally. First, when discussing political risk
management strategies by multinationals that took the form of interven-
tion in a country’s political process, business historians have so far
focused mainly on the post–World War II era.112 However, the case pre-
sented here suggests that already in the early twentieth century multina-
tional banks were willing to use the withholding and supply of foreign
capital to influence political processes in their host country to manage
political risk. Second, the financial measures that multinational banks
could take to mitigate political risk during revolutions also are a new
addition to the repertoire of financial risk management techniques of
banks more generally that financial historians have begun to study.113

While this article has showcased the financial measures that
multinational banks in non-European emerging markets could take to
mitigate political risk, it needs to be pointed out that the long-term
political development of China after the 1911 Revolution also shows
that there existed important limitations to the ability of multinational
banks to manage political risk and influence the larger political
developments in their host countries. While the bankers’ financial

111 Gareth Austin, Carlos Dávila, and Geoffrey Jones have recently pointed out the impor-
tance of studying the “alternative business history of emerging markets” in Asia, Africa, and
Latin America. They identify “turbulence,” including political instability, as a main challenge
faced by businesses operating in these three regions. See Austin, Dávila, and Jones, “The Alter-
native Business History: Business in Emerging Markets,” Business History Review 91, no. 3
(2017): 537–69.

112 See, for example, Geoffrey Jones and Marcelo Bucheli, “The Octopus and the Generals:
The United Fruit Company in Guatemala” (Harvard Business School Case 805-146, Boston,
May 2005, rev. July 2016); Marcelo Bucheli and Erica Salvaj, “Reputation and Political Legit-
imacy: ITT in Chile, 1927–1972,” Business History Review 87, no. 4 (2013): 729–56.

113 This literature has focused mainly on the evaluation of customers by commercial banks
in Europe. See Monika Pohle, “Risk, Information and Noise: Risk Perception and Risk Man-
agement of French and German Banks during the Nineteenth Century,” Financial History
Review 2, no. 1 (1995): 25–39; and Lucy Newton, “Trust and Virtue in English Banking: The
Assessment of Borrowers by Bank Managements at the Turn of the Nineteenth Century,”
Financial History Review 7, no. 2 (2000): 177–99. For some more recent scholarship on
risk management of banks in Europe and North America (however, also not on political
risk), see Korinna Schönhärl, ed., Decision Taking, Confidence and Risk Management in
Banks from Early Modernity to the 20th Century (London, 2017).
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support allowed Yuan Shikai to establish a new government, this neither
changed Yuan’s inability to solve the larger fiscal and military problems
that the Qing rulers had left him nor prevented his government’s even-
tual failure.114 The bankers succeeded in mitigating the immediate polit-
ical risk that followed from the Revolution of 1911, but, in the end, it only
delayed China’s political disintegration until after Yuan’s downfall and
death in 1916.

. . .
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