
The Beginnings of Credit Finance 
on the China Coast: 

THE CANTON FINANCIAL CRISIS OF 1812-18151 

IN THE FIFTY years before the outbreak of the Opium War, the 
volume and character of the China trade changed significantly. There 
was a swing from a trade dominated by exports of teas and silks to 
one in which the value of imported opium and cottons outstripped 
the value of exports. Private traders gradually assumed the principal 
role hitherto played by the great East India Companies. In stages 
the China trade expanded in private hands not merely in volume 
but also in the geographical location of its markets, as the English 
East India Company abandoned its Indian trade monopoly in 1813 
and its China trade monopoly in 1834. The abandonment of the first 
monopoly enabled China houses to trade with London through India; 
the second legalised direct trade from China to Great Britain.2 The 
markets for Chinese goods in the United States also developed, at 
first on the initiative of the American houses on the Atlantic sea-
board, and then with the connivance of English agency houses in 
Canton.3 In contrast to such developments, one important outlet of 
the China trade — Spanish America — declined rapidly as the series 
of revolts between 1809 and 1821 overthrew the Spanish regime and 
with it the highly remunerative trade of the Acapulco galleons4 and 
the Lima ships of the Boyal Philippine Company.5 Consequent upon 

1 The China and India Records used here are in the India Office Library, 
London; the Filipinas in the Archivos General de Indias in Seville, Spain. 
Abbreviations: HMS = Home Miscellaneous Series; CC —Canton Consultations; 
CD = Canton Diarv; CCL = Canton Court Letters; CSCD = Canton Secret Com-
mercial Drafts. BRPET = Bengal Reports of Private External Trade. BomRPET = 
Bombay Reports of Private External Trade. PP=Parliamentary Papers. JM — 
Jardine & Matheson Papers (in Cambridge University Library). 

2 See M. Greenberg, British Trade and the Opening of China, 1800-1840, 
Cambridge, 1969: E. H. Pritchard, The Crucial Years of Earlu Anglo-Chinese 
Relations: 1750-1800, Washington, 1936. L. Dermisrnv, La Chine et L'Occi-
dent, Le Commerce a Canton au XVIIIe Siicle, 1719-1833. Paris, 1964. 

3 K. S. Latourette, Earlu Relations between the United States and China: 
1784-1844. Connecticut Academy XXII, New Haven, 1939. 

4 For further reading on the galleons see W. L. Schurz, The Manila Galleon, 
New York, 1959. 

8 A major work in Spanish is being prepared on this subject bv Miss M. L. 
Diaz-Trechuelo Spinola, authoress of Arquitectura Espanola en Filipinas 1565-
1800, Seville, 1958. Also see H. Furber, 'An abortive attempt at Anglo-Spanish 
commercial co-operation in the Far East in 1793'. Hispanic American Historical 
Review, XV (1935); W. L. Schurz. 'The Royal Philippine Company', Hispanic 
American Historical Review, III (1920). 
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and parallel with such major changes in the China trade, the financial 
usages of European traders at Canton underwent significant adjust-
ments. 

Western finance on the China coast at this time was confined 
almost exclusively to the entrepreneurial context of trade. Trans-
actions on property, industrial undertakings or other investment 
outlets such as building, shipping, shipbuilding, agriculture, etc., had 
no place in the account books of the China traders. Hence the main 
development of the finance derived from the need to cope with the 
development of the trade. Conversely, improved financial resources 
gave a fillip to the trade. As the trade extended westwards to India 
and then to England, it made accessible to the China houses the 
financial power of the great East India houses in Bombay and 
Calcutta, and later in the City. This was an addition to the resources 
of finance of the East India Company in the China trade, and further-
more, it was private. The eastward expansion of the China trade to 
the Atlantic seaboard of the United States brought China traders 
into the financial orbit of the Philadelphia sources of finance in the 
twenties, and those of New York. In time the Anglo-American trade 
provided the vital link across the Atlantic between British and 
American sources of finance with very often common interests and 
agents on the other side of the globe in the China trade. Later sources 
of finance were traceable to other large financial centres of Europe 
such as Paris, St. Petersburg, Amsterdam and Hamburg. Hence 
correspondingly with the increased volume of private European trade 
with China and the extended geographical location of the markets 
for China goods, the financial operations of China houses increased 
in volume and the sources of finance extended to financial centres of 
India, Europe and America. But it was not merely in increased value 
and in different sources that change was registered in the financial 
operations of the China traders: the instruments of finance also 
changed. 

The development of a more viable method of finance to handle 
the constantly expanding European private trade with China was a 
corollary of the increased volume of the financial operations and the 
widening source of the finance. But it was the collapse of the Spanish 
American empire, hitherto the main source of silver dollars for the 
European traders in Asia, which engendered and hastened the change 
to paper finance and credit. In turn, the change relegated to obscurity 
the Spanish American ports of Acapulco and Callao and their Asian 
pivot, Manila,6 which for more than a quarter of a millenium regu-
larly disgorged a great part of the wealth of the Mexican and Peru-

6 For the conditions under which the galleon trade was conducted at Manila, 
see W. E. Cheong, 'Canton and Manila in the Eighteenth Century', in Jerome 
Ch'en and Nicholas Tarling, eds., Studies in the Social History of China and 
Southeast Asia, Cambridge, 1970, pp. 227-46. 
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vian mines into Asia.7 Documentary and negotiable instruments of 
finance such as bills of exchange and notes, and quasi-negotiable 
devices such as bills of lading, invoices, powers of attorney and other 
paper normally acceptable as collateral guarantees became increas-
ingly important in the financial usages of the China trade. But it was 
not merely the change in the instrument of finance but also the estab-
lishment of its currency which signified the success of the develop-
ments of this period. This latter was achieved not without consider-
able experimenting with the various sources of credit and with single 
and multiple agents. At the same time changes could not have been 
achieved in credit finance without considerable growth of the China 
houses, in size and life-span, and above all, in their international 
standing in the European and American financial centres.8 

Certain general factors must be constantly kept in mind when 
discussing the financial changes of this period in the China houses. 
The first is that the English money market was undergoing crucial 
developments which substantially affected the role of the Bank of 
England, the commercial banks, the bill brokers and the dealers. 
Changes of a different order were affecting the Bank of the United 
States. The changes of the financial usages of the China houses may 
thus be seen as the delayed reflexes in a new financial order of which 
the New York and London money markets were the nerve centres. 
The gap between the changes in Europe or America and the effects 
in China was the time taken for the transmission of paper and 
communications by sail. The quality of India and China bills also 
came to inherit a bad reputation in London on account of their long 
sights which the time required for transmission necessitated. The 
time narrowed down rapidly towards the end of the period as com-
munications became more frequent and more efficient. Finally, the 
existence of the English East India Company's Canton exchange 
initially inhibited the development of private paper devices. Later, 
the Company's paper and credit facilities rivalled private facilities. 
The abandonment of the Company's monopoly of the China trade in 
1834 and the release by the Bank of England of huge sums from 
the Company's deposits for credit operations in the London money 
market and at Canton by the Company's own Financial Agency 

7 The main producing areas in Mexico were located at Guanajuato, Zacatecas, 
Sonora, Hidalgo and Oaxaca; other less celebrated mines were at Durango, 
Chihuahua, San Luis, Potosi, Jalisco, Sinaloa and Jaxco. The mines of the 
Peruvian Viceroyalty included the Cerro de Pasco collection of 342 separate 
mines, the Potosi group which included the Huanchaca mine (in Bolivia), and 
the smaller Atacama group in Chile. For the effects of the collapse of the 
Spanish empire on the China trade, see W. E. Cheong, 'Trade and Finance in 
China: 1784-1834', Business History, VII, 1 (January 1965), 35-56. 

8 For a study of the expansion of some of the biggest China Houses, see 
W. E. Cheong, 'Opium Trade and Agencies in China: 1821-1834', Imperial 
History Prize monograph, 1965, unpublished, available in Institute of Common-
wealth Studies, London. Also see W. E. Cheong, 'A Agencia Do Opio Na China: 
Yrissari & Companhia: 1821-1827' (resume in Portuguese), Revista de Historia, 
XXXIV, 73 (1968), 121-4. 
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helped to precipitate the financial crisis which hit the China houses 
two years later.9 

Within the chronological framework of the period 1784-1839, three 
main periods of development were each highlighted by a cathartic 
financial crisis among the China houses. The first crisis occurred 
between 1812 and 1815. It originated in Manila and sounded the 
alarm prior to the collapse of the old financial order based on bullion 
movement. It was also a critical initial period of experiment with 
credit paper technique. The second crisis marked the entry of the 
China bills into the open London and Philadelphia money market 
as illustrated by the effects felt by the China houses during the Bank 
of England crisis of December 1825 and the associated crisis in 
Philadelphia. The third crisis reached its peak in the London-New 
York crisis of the Anglo-American houses in 1837. It was preceded 
by the crisis of the East India houses between 1832 and 1834.1 0 

This crisis nearly brought down the three big China houses, Dent's, 
Jardine's and Russell's. Each crisis marked a phase in the develop-
ment of the credit system in European trade with China. Each post-
crisis period brought the rectification of the vulnerable features and 
extension of the proven channels. This paper deals with the first 
phase of these developments of paper finance on the China coast, 
centred around the 1812-15 crisis. 

I 
The crisis of 1812-15 forced the China houses to experiment with 

private bills, and after the crisis they developed the use of them. It 
also illustrated the main elements upon which the earlier China trade 
was based, and the weaknesses of large-scale and expanding trade 
operations which were entirely based upon bullion movement as the 
sole instrument of finance. 

Until the first decade of the nineteenth century, private bills of 
exchange were unheard-of in the China trade. Private trade remained 
a matter of single ventures, each separately financed by private 
capital, mostly individual. The nature of the trade did not necessitate 
a more elaborate financial base, and the nature of the China houses 
did not encourage a more sophisticated and long-term system of 
finance. Direct access through trade to a great source of credit and 
knowledge in London houses was precluded by the East India Com-

8 Paper read by invitation before the American Association for Asian Studies 
in March 1969 in the panel on 'The East in the World Monetary System, 1840-
1895'. Separate papers dealing with the Bank of England crisis of 1825, and 
the Anglo-American crisis of 1837, in the context of the China trade, are being 
prepared for the Centre of Asian Studies, University of Hong Kong. For brief 
resume of the two crises in connection with China houses, see JM Unbound 
Correspondence, London Bl/156 (1814-29), passim, notably for the years 
1824-7; JM PLB (b), J. Matheson, Vol. 2 (1834-8). For the financial aspects 
of the crisis, see T. S. Ashton & R. S. Sayers, eds., Papers in English Monetary 
History, Oxford, 1953, pp. 96 ff. 

10 S. B. Singh, European Agency Houses in Bengal: 1783-1833, Calcutta, 
1966, pp. 276 ff. 
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pany's China monopoly. London capital reached China agencies 
through British houses in India, but such transactions were of an 
occasional rather than sustained nature. Moreover they imparted 
little information on bills handling, and did not develop an intimate 
rapport of mutual trust which would bring about the extension of 
direct credit from London to the China houses. But this indirect link 
was the beginning of the later important financial ties between China 
houses and their Indian principals. 

The only current types of bills known to the China houses were 
those of the East India Company's Committee at Canton, or Govern-
ment of India bonds. These were however special categories of bill 
which did not correspond with normal trade bills or exchange paper 
as used in Europe. Both essentially were designed as a means of 
transferring capital from the Indian government to fund the China 
trade for London. Under the first category, the Committee was pro-
vided with drawing facilities on India up to seasonally specified 
ceilings. It was a credit operation. By the second category, private 
merchants in India were advanced cash against bonds redeemable 
upon maturity only in cash and only in Canton, the payee being 
the Canton Committee. A considerable amount thus paid by private 
individuals derived from their trade with the Philippines,11 or from 
cotton exports to Canton, although smaller sums from trade in the 
East Indies also came into the hands of the Committee by this means. 
A third important category of Company bills were drawn against the 
Court in London. 

China houses took Company bills of the first and third categories 
as a remittance facility, failing a better alternative. This was in fact 
an advance to the Committee on time; the bill was the guarantee 
of payment, and the exchange rate included the interest. Respon-
dentia arrangements or discounting Company bills would no doubt 
have profited China agencies. But Company paper was too strong to 
be discountable and was never freely negotiated in India and China 
until later. No doubt imperfect understanding of paper finance and 
the long time required to send the paper back to London helped to 
lock up such value during the usance of the bills. Indian agencies 
used the credit advanced in Bengal or Bombay to greater benefit. 
Apart from funding their own consignments, many re-lent to other 
consigners. Re-lending rates went at 2/2% per month (30% per 
annum), but Company advance was obtainable at 8% per annum. 
When short of specie, the Company offered to issue promissory notes 
at 8% to remit to China. Agencies responded only at an exchange 
rate which took account of the 18% discount applicable in Calcutta 

1 1 For detailed study of the remittance made through Manila see W. E. 
Cheong, 'An Anglo-Spanish-Portuguese Clandestine Trade between the ports of 
British India and Manila: 1785-1790', Philippine Historical Review, I, 1 (1965), 
80-94. 
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on promissory notes.12 They ignored the official rate for the season, 
and the fact that Company bills were usually obtainable only at a 
premium. But this was a facility, an expertise and a practice avail-
able in the Indian bazaars.13 It increased the goods consigned to 
China houses, but the sale of the goods and the handing over of cash 
to redeem the bonds of the Indian houses did not enlighten them on 
credit operations, nor did it produce credit for them. 

The Company in Canton, when so required, advanced cash to the 
Chinese Hong merchants to send into the interior for the following 
season's supplies. Occasionally, advances were also made to meet 
Imperial duties when the Hongs were found wanting. But no record 
exists of any advances being made to private traders at Canton, even 
when they were in the direst need. The exchange facility was more-
over narrowly 'national', accommodating only the remittance of 
British nationals, and precluding other European traders at Canton. 
This suggests the limitations of the East India Company's exchange 
facilities. This limitation was further circumscribed by the funda-
mental dependence of the exchange facility upon a regular and suffi-
cient bullion supply at Canton. In times of shortage of specie private 
British traders might break the Company's tea and silk monopoly 
and return their property in these profitable investments. Alterna-
tively, they might seek or develop alternative channels of remittance 
by paper. The exchange facility was also subject to change, once 
tbe seasonal size of private trade exceeded the size of the Company's 
seasonal investments. The Company would then have to decide 
whether to close the exchange as soon as sufficient bills were sold 
to meet the Company's needs for the season, or to keep it open as 
a remittance accommodation per se, i.e. independent of the Com-
pany's own requirement. 

In the first decade of the nineteenth century the character of the 
Canton exchange facilities began to change, but not sufficiently to 
make it a banking facility. The Committee was still not a note-
issuing authority; it still refused to be a source of credit finance to 
private trade despite its annually raising a considerable surplus over 
the seasonal investment outlay. Huge sums thus raised were shipped 
off to offset the cost of the Indian administration.14 The Canton 

12 In 1790, for instance, Indian agencies offered contracts at $34 to 100 C.R. 
although the official rate was at $40. See Singh, ch.iii. 

13 The manner in which private India houses held the Indian government 
virtually to ransom could surprise the reader who knows the extent of the Com-
pany's political power at this time. Commercially and financially the Company 
was quite viable. The really important financial ramifications surfaced when the 
agencies became suppliants early in the next century. The Indian government 
emerged in a role very close to that of a central bank vis-a-vis the agencies — 
many of which had their own private banks by then. 

14 Between 1801 and 1807 some 7,800,000 Sicca Rupees (ca. $3,500,000), 
were remitted to India. In 1808-9 a further 4,000,000 ($1,870,000) went to 
Bengal. In 1809-10, 2,000,000 went to Madras. In 1810-11, $470,000 was sent 
back to London and the following season a further $858,685 was remitted to 
the Court. E. Parry and C. Grant to Court, October 1808, HMS 494, p. 283; 
Minutes, 24 November 1809, CC 168 (1809-10), p. 105. 
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Committee was not without knowledge of credit operations, but it 
was initially without the wish to offer credit to the private traders. 
In 1802 when the Committee seemed to be in difficulties over raising 
funds by the sale of bills, the Indian government proposed that the 
Committee accept transfers from private traders. To this the Com-
mittee replied tartly: 'As the Bengal remittance is almost exclusively 
filled by the proceeds of the opium or specie from Manila the 
admitting in either case the payment by transfers would be opening 
the door to the practice of discounting their credits.'15 Fortunately 
on this occasion, such recourse was unnecessary as the sale of bills 
turned out adequate for the season's needs. But the Committee 
obviously refused to undertake an operation which would turn it 
into a counting house. After 1802 the Committee had already opened 
the exchange facilities to Portuguese and Spanish traders in Macao 
for remittances to India. The acceptance of their transfers as well as 
those of British traders in China would turn the Canton treasury 
into something of a central bank to which all the European traders 
in China would turn as a last resort in time of crisis to discount their 
paper. The implied 'guarantee to discount as a last recourse' might 
lead to dangerous speculation by private traders. The Committee was 
determined to remain strictly agents for the cash sale of Company 
bills for remittance purpose, and not to assume a discounting role, 
either as agents or dealers, for private paper. Nevertheless its function 
as a remittance agency underwent a distinct change in that during 
this decade of the century, the sale of bills was not solely for funding 
the Company's homeward investment, but was explicitly an accom-
modation of the proceeds of private trade.16 But the private money 
thus deposited was not for interest but for remittance. Hence the 
Committee still did not accept deposits on interest. 

The China houses since their earliest days on the coast were used 
to lending at 1% or 2% interest per month. To do this they had to 
borrow on occasions at only marginally lower rates, or take up free 
funds as deposits from other traders. These however pertained to 
funding operations on the spot, and had nothing to do with inter-
national finance or the use of bills of credit or exchange across great 
distances or overseas. Moreover, the records, mostly in correspond-
ence, suggest the relatively small sums involved and the infrequency 
of such activities.17 

15 Minutes, 20 November 1802; Select to Wellesley, Canton-Calcutta, 23 
November 1802, CC 142 (1802-3), p. 121. 

16 'Our treasury therefore was open for the receipt of cash foi Bills not as 
formerly was the case as an object of convenience or necessity to the Company's 
trade, but as accommodation to the general trade of India . . . .' Minutes. 26 
February 1810, CC 171 (1810), p. 18. 

17 Greenberg, p. 153, cites a few early instances. A less observant searcher 
might have missed the entries, and Greenberg's own examples, with long gaps 
in between, suggest the occasional nature of such lending and deposit accounts 
in the early stages. 
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From 1808 western financial methods at Canton underwent further 
change with the appearance of private bills on London. In that year 
the United States government placed an embargo on the exportation 
of specie from America.18 To provide funds for their China trade, 
American traders brought out bills from their London agents which 
they proceeded to unload on the market in competition with the bills 
of the East India Company. At that time when the par rate of ex-
change was five shillings to the dollar, these private bills were being 
offered at 5s. 4d.1 9 The advent of rival private bills in Canton was 
an important innovation in itself, and the rivalry became an addi-
tional criterion in fixing the season's rate of exchange. Hitherto the 
criteria had been exclusively based upon local conditions with only 
marginal reference to the conditions in India and hardly any refer-
ence to the money market in London, the two principal markets 
where Company bills were realised. The criteria had been primarily 
based on the seasonal needs of the Canton Committee; this base was 
qualified by the supply of bullion in Canton, and by the solvency 
of the Hongs who would otherwise request loans from the> Committee 
and force it to raise cash by the sale of Company bills. Any demands 
for remittance in bullion by the Indian government or by the Com-
pany's Court in London could also put pressure on the Committee 
at Canton and thus lead to a downward adjustment of the exchange 
rate in order to attract buyers of Company bills of remittance. Any 
discrepancy between the selling rate in Canton and the current rate 
in India or London was absorbed by the East India Company's 
Indian administration or the parent body of the Company in London. 
Now, the rivalry of private bills could affect the rate of exchange 
of Company bills while the rates set by the private bills would be 
geared to rates current in the open market in London when initially 
drawn. Thus even indirectly, exchange rates of Company bills would 
be influenced by the rates offered by private bills, that is the rates 
obtainable in the London money market. 

In fact the appearance of private London bills in the Canton 
market was a substitution of English credit for the bullion which 
the Americans used to bring for their commerce. This would in the 
long run cause a fall in the overall supply of bullion available at 
Canton, and would force British Indian traders to develop their own 
credit finance to meet this short-fall of cash. The expansion of the 
Indian trade with China would provide a natural impetus for the 
development of such credit instruments, and increase the sensitivity 
of the financial conditions in Canton to those obtaining at the Indian 
bazaars and in the London money market. 

18 In 1807 the Jeffersonian administration decided to isolate the United States 
economically from the rest of the world to keep her out of the European wars. 
The embargo was one of the means to effect this policy. P. Studenski and H. 
E. Kroos, Financial History of the United States, New York, 1963, p. 68. 

w Select to Court, Canton-London, 26 February 1810, CC 171 (1810), p. 21. 
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A second important development in finance anchored the financial 
resources of the China houses, now beginning to accrue, in the 
consignments of opium and cotton. Advance remittance, by Com-
pany bills or the occasional private paper, became available at 
10-12% per annum against opium or cotton already in China. It was 
in the interest of the China agents to keep their Indian consigners 
in fund while their money was tied up in unsold goods in China. 
The concern was for future consignments, and credit was provided 
by the marketing agents rather than the producer or an independent 
source at the exporting end. It was a reversal of the respondentia 
principle of extending credit for trade. From the nature of this prac-
tice it seemed unlikely to be a facility too freely extended to all and 
sundry. It accommodated individuals in such need and the advance 
was amortized as the goods were sold. This operation was an im-
portant improvement on the early lending and deposit transactions. 
It probably ante-dates the third and even more sophisticated practice 
of extending credit to agents in India to fund consignments of the 
small investors — a practice which became important in the next 
decade.2 0 

But in fact, in the first decade of the nineteenth century, the 
principal natural ingredient in the development of credit finance was 
lacking in the private trade at Canton. This was an investment outlet. 
Thus although all the above conditions could hasten the search for 
an alternative system of finance in Canton, together they were not 
sufficient conditions to complete the change in the system. Outside 
credit must find employment locally in Canton; and the credit of 
Canton agencies must find acceptance elsewhere, for example in India 
or Europe or America. 

In India a combination of similar factors had already led to the 
development of private facilities of credit and remittance to Euro-
pean capitals and London. The inadequacy of the East India Com-
pany's bills to accommodate the vastly expanded private British 
trade in India had diverted considerable British property into the 
hands of continental agents in India. The funds handed over in India 
were used to lade ships for continental ports, and the profits there-
from were more than adequate to meet the bills on maturity and 
presentment.21 This was a simple remittance facility occasionally 
operated as respondentia. But by the turn of the century, a few 
great East India houses were offering their own bills supplementary 
to and in rivalry with those of the Company and the European 
agents.22 This opened a whole new field not only of remittance 

20 Greenberg, p. 155, cites the second type of development but appears to 
have missed the third stage of development. 

2 1 O. Feldbaek, 'The Role of Indigenous Merchants in India's Export Trade 
to Europe in the Late 18th Century', paper read at Conference on Modern South 
Asian Studies, St. John's College, Cambridge, 5-9 July 1968. This paper clearly 
describes the operations of the Danes in this particular capacity. 

22 H. Dundas to Chairman of the Court, 2 April 1800, No. 1; Report of 
Snecial Committee to consider letter from H. Dundas, 27 January 1801, PP 
1801 (476) vii, 93. 
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facilities but also of credit to private British houses in India; con-
versely, it provided a financial anchor in the East Indian trade for 
the London financiers. Despite the Company's monopoly of the India-
London trade, the investment possibilities in India itself were almost 
unlimited23 compared with the limitations applicable in Canton for 
private British traders. The trade of the East Indies, and the expand-
ing trade in cottons and opium in China, became increasingly im-
portant sources of employment for such capital. 

This explains why the first private British credit paper to arrive 
in China came for the right reason — to seek employment in the 
China trade — but through such unexpected hands — the Americans. 
It did not come directly through British traders in London or even 
India, for the reason that they, like the British traders in Canton, 
were precluded from homeward investment in the China trade. As 
there were few American residents in Canton of repute, and no 
British house with commercial ties in the United States, it is unlikely 
that bills from the then little-known American banks would have 
been negotiable in Canton. The Anglo-American trade across the 
Atlantic against which credit was established by the Americans in 
London thus claimed its special place very early in the history of 
credit finance in Canton. This was a link which was to become in-
creasingly important in the next two decades. But the use of some 
credit bills on London did not create a system overnight; although 
the bills were of sufficient quantity and size to draw the Canton 
Committee's attention and anxiety, drawers, drawees and negotiators 
all remained nameless. Subsequent appearances of such bills in this 
period retained the same anonymous character in the Committee's 
book. 

It is not surprising in view of the foregoing that the principal 
search for credit during the crisis came from the principal investor, 
the Canton Committee. It is also not surprising that private British 
traders in Canton obtained credit paper there from the Committee 
not to invest in Canton, but to employ it in opium in India for con-
signment to China. When the India-London trade was thrown open 
in 1813, the flow of capital from Canton to seek employment in the 
new trade aggravated the credit squeeze in Canton. 

II 
The crisis in Canton was precipitated by events away from the 

scene. The shortage of cash occasioned by the American government's 
embargo was somewhat offset by the regular and substantial supplies 
of bullion brought by the galleon trade through Manila. But there 
were other extraordinary demands on the Canton Committee which 

23 P. J. Marshall, 'Private Enterprise and Company Monopoly: The British in 
Bengal in the 18th Century', paper read at Conference on Modern South Asian 
Studies, St. John's College, Cambridge, 5-9 July 1968. The paper deals with 
the changing balance between Company and private enterprise, inland as well 
as by sea. 
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produced some unexpected decisions of consequence. In 1809 the 
Court of Directors declared its intention of closing down the Canton 
exchange on London, thus terminating the issue of bills on the Court 
by the Committee. The argument behind this decision was that the 
Court was consistently paying the loss in exchange rate of bills issued 
in Canton, arising from 'the difference of Dollars in India and Lon-
don'.24 The Committee protested vigorously against such a move, 
as the private traders in China were bound to seek an alternative 
channel of returning their proceeds to England. The American bills 
already circulating in Canton would be one obvious channel for such 
remittance. Failing that, the Company's tea and silks monopoly might 
be jeopardised, as it would be another profitable remittance channel. 
The Company's power to litigate against interlopers would not be 
adequate restraint unless the country trader had the means to remit 
to India and London without breaking the law. Moreover, by pro-
viding this crucial facility through the exchange, the Company would 
have a controlling interest in the returns of the largest importers to 
Canton. This would in effect give the Canton Committee consider-
able power and initiative in the commercial life of Canton. The 
Committee argued thus, and proceeded to suggest that the Court 
make arrangements with the Spanish Philippine Company to ship 
silver to London from their agents in Vera Cruz. These shipments 
would be set against advance and credit which the Indian govern-
ment and the Canton Committee would place at the disposal of the 
Spanish agents in India and Canton.25 The Court rejected this pro-
posal, and the exchange closed. The Committee was ordered to ship 
to London in bullion any surplus raised in Canton by the sale of 
bills. Shipments to India26 were discontinued and the exchange on 
India was enlarged for this purpose. More cogent arguments now 
ruled the Company's policy-making. The liquidation of one of the 
Indian government's loans floated in London by the Court called for 
$4,000,000 in specie to be met half by Canton and half by India. 

This pressure on the Committee to raise even more bullion for 
home was aggravated by the increasing indebtedness of the Hong 
merchants,27 who depended on the Committee to help them to liqui-
date their debts and make advances for the purchase of their seasonal 
teas and silks. The Chinese government's repeated injunctions against 

2* Select to Court, Canton-London, 26 February 1810, CC 171 (1810), p. 22. 
25 ibid. 
2 6 The Court, which had been exporting bullion to China throughout most 

of the eighteenth century, stopped shipments in 1805. Court to Select, 5 January 
1810, CCL 9 (1810), para. 52; Court to Select, 11 January 1811, No. 3, CCL 
10 (1811), para. 36. For figures see W. E. Cheong, 'Some Aspects of British 
Trade and Finance in Canton with Special Reference to the Role of Anglo-
Spanish Trade in the Eastern Seas, 1784-1834', Ph.D. thesis, London University, 
1962, Appendix H. 

27 Court to Select, 12 January 1810, No. 2, CCL 9 (1810). At this stage, 
Hong debts totalled 2,500,000 Taels. 
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the exportation of specie from China,28 and the refusal of country 
ships to carry the bullion at the usual rate of 1% charge,29 put fur-
ther practical difficulties in the way of the Committee. The Com-
mittee was forced to take the initiative, and began accepting 
promissory notes from private traders in Canton. Such notes were 
issued on the security of opium or deeds to property and were 
redeemable only upon payment in cash at Canton at a specified time. 
They were to bear a fixed interest rate. Company bills were issued 
against these notes as a means of ensuring the channelling of private 
funds through the hands of the Committee. But in fact this was a 
disguised credit-advancing device in which the onus was entirely 
that of the Committee. Furthermore, encashment of the bonds was 
made to depend upon the success of private mercantile speculation. 
In the meantime the Company bills were negotiable in Canton and 
in India. This was not unlike the measures taken in the nineties by 
the Indian government to remit capital to fund the China trade. The 
role of the Canton Committee had changed in the decade. Until 1800 
it had received funds from London and Bengal; from 1801 it was 
remitting money to India; from 1804 the Court ceased to send bullion 
to China; and now in 1810 the Committee was sending specie back 
to England. By adopting this measure the Committee was unwittingly 
verging on becoming 'dealers' in private paper, instead of being mere 
'agents' in the sale of Company remittance bills. It was an obvious 
advantage for private opium speculators on the China coast, since it 
provided a secure means of raising purchasing power in India for 
further purchase of opium, even before stocks were realised in China. 
But it was a dangerous practice which the Court was equally quick 
in repudiating.30 The Committee desisted, but not for long, and it 
was soon to have time and ample cause to regret its temerity. 

From 1811 a mounting squeeze on credit was precipitated by the 
rapid fall in the supply of silver dollars in Canton. In July 1811 the 
last Acapulco galleon, the Magellanes, sailed out of Cavite and was 
not seen again until 1815. The acute distress in Manila was soon felt 
also among Chinese merchants in Canton who purveyed for the 
galleon trade. A similar crisis hit the American trade at Canton on 
the outbreak of the Anglo-American war in 1812. The war deterred 
sailings from ports of north-eastern America, and ships already at 
sea avoided Canton for fear of being taken prize. The export trade 
of textiles and luxury goods to America and Manila collapsed, and 

28 Minutes, 11 November 1809, CC 168 (1809-10), p. 92; Minutes, 18 
November 1811, CC 178 (1811), p. 94; Petition of Select Committee to Hoppo, 
19 November 1811, CC 178 (1811), p. 95. 

29 The Indian government eventually had to send two ships specially for the 
purpose of carrying the silver annually from China. Court to Select, 12 January 
1810, No. 2, CCL 9 (1810), para. 4. 

so Court to Select, 12 March 1813, No. 3, CCL 12 (1813), para. 91; Court 
to Select, 1 April 1814, No. 5, CCL 13 (1814), para. 64. 
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the prices of Chinese silks declined sharply.31 The trade recession 
was aggravated by the shortage of silver supply. The debts of the 
Hong merchants rose, and by 1813 seven of the eleven Hongs were 
indebted to the tune of over four million dollars, which was nearly 
double the debts in 1809. They clamoured for loans from the Canton 
Committee to pay Imperial duties, and for an increased advance to 
pay the tea and silks suppliers up-country.32 The shortage of money 
also resulted in a slackening demand for opium. 

The crisis intensified between 1811 and 1815 obscuring the tenden-
tious character of many arguments produced in support of reckless 
actions. The threads of private and Company finances became more 
closely knit together, and affairs in Calcutta and Canton increasingly 
affected each other. American bills drawn on Calcutta reappeared in 
quantity in 1812 in competition with Company issues.33 The Canton 
Committee was determined to keep the exchange open to compete 
with the private paper, and against instructions from India and 
London, offered bills on London to Company commanders and private 
individuals. The latter, encouraged by agency houses in Calcutta, 
were picking up these London bills for negotiation in India at a 
premium. The depression in prices of opium and indigo had thrown 
the Bengal agencies into a scramble for credit and remittance paper. 
They clamoured for government buying in the indigo market to sup-

1811 1812 
Pesos r. g. Pesos r. g. 
28,360 6 1 15,247 7 8 
12,441 2 3 3,644 3 10 
6,213 3 6 2,773 0 11 

31 As evidenced by the following customs returns in Manila for 1811 and 
1812 from Royal Aduana of Manila to Royal Tribunal of the Consulado in 
Madrid, 4 September 1813, Filipinas 979: 'Cuentas de los derechos de sub-
vencion . . .', 29 May 1812, Filipinas 979:-
Class of goods 6- rate 

@ VAJa on Imports 
@ 1/2 on Exports 
(® ii on bull ion exported 
and the following statistics of American trade with China from 'Estimate of the 
total value of imports by American, vessels to the port of Canton from the season 
1804-5 to 1827-8', PP 1821 (476), vii, 70:-
Season Vessels b- Bullion Total Total 

Tonnage Imports Exports 
1811-12 25(7,406) 1,875,000 3,132,810 2,771,000 
1812-13 8(1,816) 661,000 1,453,000 620,000 
1813-14^ 9(2,854) Nil 451,500 572,000 
1814-15J 

See also Minutes, 2 December 1811, CC 178 (1811-2), p. I l l ; 3 December 
1812, CC 181 (1812), p. 49; Select to Court, 1 January 1813, CC 184 (1813), 
p. 34. 

32 Goqua, Manhop, Exching, Conseqa and Poonequa had large debts; Fatqua 
and Kingqua had small debts. The four senior Hongs who remained relatively 
prosperous were Phuankhequa, Puiqua (alias Howqua), Chunqua and Mawqua. 
In 1813 the Committee ignored an appeal for help to pay Imperial duties, but 
found that the seven Junior Hongs had to raise the money at 40% interest. The 
Committee had to borrow on its own account another 166,000 Taels to help 
these Hongs. In August 1814 these Hongs again had a demand for 226,000 
Taels, and in January 1815 another note asked for a further 231,480 Taels for 
the same purpose. H. B. Morse, The Chronicles of the East India Company 
Trading to China, 1635-1834 (Oxford, 1926), III, 197, 223. 

33 Court to Select, 19 February 1812, No. 2, CCL 11 (1812), para. 44. 
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port prices, which however the Indian government refused to do. 
The astute Canton Committee's justification of its actions was replete 
with a cleverly directed attack upon the depression in the opium 
trade. It claimed that the credit realised in India through its accom-
modation would be directly applied to opium purchases. Prices at 
the Company sales would be enhanced, and the export trade in-
creased. The glut in China would be offset by the Committee's accept-
ance of opium as collateral security in cases where the bills were 
issued against promissory notes. The scarcity thus created would 
force up prices in Canton! But the Indian government was alarmed 
that the burden of paying the drafts would now devolve on the 
Court, while surplus private property, from which it hoped to raise 
its share of the remittance to London, would be diverted into the 
hands of the Committee in Canton. Such might have otherwise been 
returned to India in specie.34 The opening of the India-London trade 
swept aside most of these arguments. 

The East India Company lost its monopoly of the India trade in 
1813. English capital was exported in quantity to India and China 
for employment in the newly opened India-London trade itself, and 
for ladings of China produce which could be transhipped in Penang 
or India for London. Surplus private funds in Canton were also 
diverted into such ladings. Other surplus went into private paper 
brought out from London. Previously it had been brought out by 
Americans for their homeward trade when the exportation of bullion 
from the United States was under embargo in 1808, and in 1812, 
upon the outbreak of the Anglo-American War. Now some of the 
big Indian houses were negotiating in Canton the paper of their 
London principals.35 The lack of an investment outlet was now re-
dressed with quite evident salutary effects upon the employment of 
local capital, and the increase of imported credit seeking employ-
ment. This was obviously the generating point for the further exten-
sion of credit facilities in China. The exportation of specie from 
Canton took another important portion of the remaining surplus 
funds. The same factors which created a scarcity in Canton operated 
to the same effect in India. With the investment prospects in India 
vastly increased, the scarcity was more acute.36 The surplus private 

s* Singh, p. 57. 
35 Select to Court, 11 January, CC 179 (1812), p. 37. 
36 Court to Select, 18 December 1816, No. 16, CCL 15 (1816), para. 36; 

'Extracts from the Report of the Committee on Finance and Accounts', PP 
1831-2 (735—II), X, part I, 19 (in footnote). 

Importation and Exportation of Bullion: The three Indian Presidencies 
Total Import Total Exported Balance year 

1 II I-II 
23,227,099 1,209,008 22,018,091 1810-1811 
15,535,947 2,862,484 12,673,463 1811-1812 
13,785.623 4,749,985 9,035,638 1812-1813 

9,876,598 3,644,669 6,232,928 1813-1814 
14.627,842 1,832,408 12,795,434 1814-1815 

All figures are in Current Rupees. The exports went mainly to the Portuguese 
settlements, probably for investment in the opium trade for China, and also to 
the East Indies. 
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funds left for employment in Company bills were small. The Com-
mittee was therefore about to fall back upon one of its credit-regu-
lating recourses — lowering the exchange rate: 'Every measure in 
our power and consistent in our opinion with the regard due to the 
security of the Honourable Company's property except that of actu-
ally reducing the terms of the Exchange has already been adopted 
for increasing the receipts from this source to the utmost practicable 
extent . . . . '37 

The Canton Committee soon lost even this last trump. In 1814 
another large batch of private bills on Calcutta houses were again 
in competition with the Company's own bills, and the latter were 
repeatedly undersold; in 1815 yet another set appeared. The policy 
of a rigid exchange rate was therefore abandoned as the dollar crisis 
deepened in Canton. The dollar moved against both the Current 
Rupee and sterling. But the Sicca Rupee moved even more abruptly 
and strongly against sterling in the Bengal market.38 

Canton Bills on Canton Bills on Bengal Bills on 
Bengal London London 

1811-12 — $ 4 4 = lOOCRs. 1$ = 5s. Od. — 
1812-13 — $42% = 100 1$ = 5s. 3d. 1SR = 2 / 6 to 2 / 7 
1813-14 — $ 4 2 = 100 1$ = 5s. 6d. 1SR = 2 / 7 to 2 / 9 
1814-15 — $ 4 2 = 100 1$ = 5s. 6d. 1SR = 2 / 8 
1815-16 — $ 4 1 = 1 0 0 1$ = 6s. Od. 1SR = 2 / 7 

Par Exchange Rate: $1 = 5s. = 2.50CRs. = 2.25SRs. 

The downward adjustment of the Canton exchange rate in favour 
of the buyer still failed to attract enough buyers for Company bills. 
On the other hand, the exportation of silver to India continued. The 
flow from Canton to India was on a smaller scale than before 1811, 
but it aggravated the shortage of dollars in Canton. As early as 1812 
the Canton Committee requested the Indian government to impose 
a shroffage and seignorage charge of 2% at the Indian mint to dis-
courage the exportation of Chinese sycee and dollars from Canton 
for conversion into rupees in India.39 But this seemed to be of no 
avail: 

Select to Court, 11 January 1812, CC 179 (1812), p. 37. 
38 Court to Select, 18 December 1816, No. 16, CCL 15 (1816), para. 36; 

'Extracts from the Report of the Committee on Finance and Accounts', PP 
1831-2 (735 — II), X, Part I, 19 (in footnote). 

3 9 It was not clear when this charge was applied, but it was still effective 
in 1832. Select to Governor-General Minto, 25 August 1812, CC 180 (1812), 
p. 135. 
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Silver Imported to Bombay and Calcutta from Canton: 

Season 
1809-10 
1810-11 
1811-12 
1812-13 
1813-14 
1814-15 

Calcutta CRs 
6,960,341 
4,824,492 
2,877,801 
3,126,869 
3,519,307 
4,642,565 

Total 

14,662,634 

11,288,741 

Bombay CRs 
2,507,292 
2,495,890 

964,413 
308,909 
139,665 

1809-1815* o 

Total 

5,967,595 

502,574 The Indian government in great alarm ordered the Committee to 
limit the sale of bills to the value of one million dollars ostensibly 
to stabilise the rate of exchange by creating a scarcity of Company 
bills in the market.41 This policy went against the Select Committee's 
aim to compete effectively against private bills.42 It could also stop 
the Committee from fulfilling its obligations to fund its homeward 
trade, remit bullion to England, and help the Hong merchants.43 In 
1815 the Reporter-General of Bengal remarked that the entry of 
bullion from China to India was regulated by the extent of bills 
drawn on India by the Select Committee in Canton. He explained 
that the increased importation into Calcutta from China in 1814-1815 
was occasioned by 'a diminished remittance through this channel as 
well as by the great scarcity of money which has lately existed in 
Calcutta, rendering Bullion (which was chiefly Sycee), a more favour-
able remittance than the exchange at which bills on this Treasury 
were obtainable from the Select Committee at Canton'.44 The out-
turn in rupees from dollars and Chinese sycee landed in Calcutta 
from China exceeded that realisable from Company bills from Can-
ton. Forward remittance from Bengal to London would produce a 
further gain when compared with direct remittance through the 
Canton exchange on London. 

Faced with such difficulties, the Select Committee had already 
resumed the sale of Company bills against promissory notes in July 
1811. The pressure on the Committee's resources was extensive, and 
the terms of exchange were more favourable for such bills than for 
those bought with cash. In 1812 credit bills for one month usance 
were granted at $41 to 100 Current Rupees; three-month rates were 
fixed at $42, and six-month rates went at $43. This was at a time 
when the declared par exchange was at $42% for the 1812-13 season. 

4 0 Table No. 9 in each volume from BRPET, Range 174, Vol. 21 (1809-10) 
to Vol. 26 (1814-15): Tables 5 and 6 in each volume from BomRPET, Range 
149, Vol. 46 (1809-10) to Vol. 51 (1814-15). The Bombay figures were in 
Sicca Rupees and were converted into Current Rupees at 1SR = 1.25CR. 

« Lord Minto to Select, 17 April 1814, CC 185 (1813), p. 55. 
*2 Court to Select, 19 February 1812, No. 2, CCL 11 (1812), para. 44. 
43 The Canton Committee annually invested between $5,000,000 and 

$6,751,295 during the years 1811-15. This was in fact a range which applied 
for the whole period from 1801 toi 1834, except in 1807-8 and 1817-18 inclusive 
when they invested less, and in 1826 when they invested more. 

« Report No. 1, 15 September 1815, BRPET, Range 174, Vol. 126 (1814-15), 
para. 35. 
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Hence the Court's previous caution went by the board and the flood-
gates were opened. Between 1811 and 1815, nearly seven million 
Current Rupees of credit bills were negotiated out of a total of 
eighteen and a half million Current Rupees of bills of all kinds. The 
Company netted over half a million Current Rupees ($213,000) from 
the difference between the two rates of exchange.45 But the price 
was a costly one. Most of the purchasers were opium speculators 
seeking these bills to raise funds in India.46 Opium was offered as 
collateral security as the commodity was not readily realisable in the 
depressed opium market in Canton. But one defaulter, Thomas Beale, 
absconded after negotiating $800,000 worth of Company bills. He 
left a debt of $400,000 undischarged from his bond.47 The lien on 
his opium holdings could not be executed as the Portuguese and 
Spanish owners of warehouses in Macao denied holding his pro-
perty.4 8 From Beale's estate the Committee recovered $150,000 
immediately, but an extended litigation ensued against Beale and the 
Portuguese warehouse owners for the remainder.49 

By March 1815 the Committee was reduced to attempting to nego-
tiate Company bills on India in Manila. For the first time Company 
paper became available and negotiable outside India and Canton. It 
increased the use of paper devices, and fully established in practice 
the negotiability of Company remittance paper. Had the exercise 
succeeded, the volume of Company paper in circulation would have 
increased appreciably; in the event it was only marginally successful. 
Despite the progressive reduction of the rate of exchange and the 
terms of remittance (i.e. insurance, freight, export duty), the Com-
mittee was able only to raise $141,000 from Manila by this method. 
This was achieved in the first of five separate missions sent to Manila 
specifically to this end between March 1815 and January 1816. The 
other four missions failed. The impediments to the exportation of 
specie from Manila were insuperable even though there were willing 
buyers of Company bills. Because of the absence of the Acapulco 
galleon, Manila was undergoing a financial crisis, and the government 

45 Court to Select, 18 December 1816, No. 16, CCL 15 (1816), para. 36. 
46 Among the purchasers of such bills were Januario d'Almeida ($150,000); 

A. L. Barretto ($100,000); Manuel Pereira ($100,000). 
47 In 1813 Thomas Beale of Thomas Beaie & Co. bought one set of bills 

for $118,000 on cash, and a second set on a promissory note in the sum of 
$700,000. This latter was duly discharged. But in 1814 Beale purchased another 
set for $800,000 on bond and opium security. He failed to discharge this bond 
despite an extension of time to 1816. Beale had for twenty years been Prussian 
Consul and headed a house which was of the first rank in Canton at the time 
of his failure. His partners, Alexander Shanks and Charles Magniac, survived 
the crash. 

48 Namely Pio Marques, Refael Jaoa Goncalves, Francisco Antonio Tovar, 
Jose Goncalvez Pereira. The last was repudiated by Barretto & Co. for having 
counter-signed Beale's bond without prior permission from the Company. 
Minutes, 8 April 1816, CC 202 (1816), p. 43. 

4 9 Dr M. Greenberg thought this transaction occurred in 1819, and he pro-
ceeded to assess the size of the opium trade on this wrong assumption. 
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had imposed an embargo on the exportation of dollars. Hence the 
first and only shipment on the East India Company's account had 
to be made under cover of the Philippine Company's special licence.50 

After the arrival of the galleon Magellanes in July 1815,5 1 the 
embargo was modified to allow exportation of only a few dollars and 
ingots or the exportation of Old Dollars on payment of 10% Duty. 
This was owing to the cargo of $2,500,000 being mainly made up of 
ingots and bars. Eventually the Governor agreed to an effective charge 
of 3% and a deposit charge of 7%, pending further instructions from 
Spain.52 

Attempts to sell bills on credit terms against subsequent payment 
were rejected as 'contracts or previous engagements appear to be 
but little understood in Manila'.53 Obviously the development and 
understanding of paper finance in Manila was some way behind that 
already attained in Canton. The historical role of Manila as the great 
entrepot of silver for Asia had probably stultified any development 
of more recent and sophisticated methods of finance. The Canton 
Committee also tried without success to raise money by two-year 
loans at 10% interest dischargeable at six months notice after the 
date due. But the prohibition of the exportation of silver made such 
loans impracticable.54 The adjustment of the terms of contract also 
failed to produce the required results. The Canton Committee 
originally envisaged issuing bills only on delivery of the dollars in 
Canton, leaving the responsibility of paying the freight, insurance 
and export duty to the remitter. Subsequent to advice from Manila, 
the Committee agreed to establish two rates, one for dollars delivered 
on board in Manila, and another for dollars delivered in Canton. But 
even the manipulation of the rates of exchange could not offset the 
crippling export duty and the prohibition of the exportation of Old 
Dollars. Despite the concurrent crisis in Manila, the dollar actually 
commanded a higher value in Canton than in Manila; it was also 
more profitable to consign to Canton than to India. Company rates 
were always more unfavourable to the seller in Canton than in 
Manila, but the difficulties of exporting dollars and the 10% duty 
reversed any such natural advantages which would otherwise have 
drawn silver to Canton. 

60 Captain Ross to Select, 31 March 1815, CC 194 (1815), p. 6; Minutes, 13 
April 1815, CC 193 (1815), p. 9. 

51 The Magellanes (alias San Fernando), which left Manila in 1811, went 
into San Bias for fear of revolts in Acapulco. The goods were sold at a loss. 
The ship next went to Guiamas where reckless speculation led to further loss. 
Manila Consulado to Consejo de Estado, 28 December 1814; Minutes of Con-
sejo de Estado, 16 July 1816, Filipinas 979. No. 30. 

52 Select to Pattle, 16 July 1815, CC 194 (1815), p. 97; Pattle to Select, 
25 August 1815, CC 194 (1815), p. 104. The normal duty was %% for dollars 
exported on Spanish ships and 3% for those exported under foreign colours. 

63 T. Metcalfe to Select, 31 March 1815, CC 194 (1815), p. 9. 
6* W. Fraser to R. Stevenson, 5 September 1815, CC 194 (1815), p. 106. 
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Rates of Exchange in Canton and Manila 
1814-1816 

Co. Rate in Highest Sp. Other Sp. Co. Demand in Negotiated 
Canton Demand in Demand in Manila Bate Manila 

Manila Manila 
1st Mission: March 1815 

$42 = 100CRs $40 — lOOCRs 1) 212SRs=$100 208SRs = 100 209SRs = $100 
$100 = 214.286SRs $100 = 225SRs $42,452 = lOOCRs $43,282 = lOOCRs $ 4 3 , 0 6 0 = lOOCRs 

2) 210SRs=$100 
$42,857 = lOOCRs 

5th Mission: January 1816 
$41 = lOOCRs 1) 210SRs = $100 

205.5SRs = $100 
$100 = 219.512SRs $42,857 = lOOCRs $ 4 3 , 7 0 8 = lOOCRs 

2) 206SRs = $100 
$43,667 = lOOCRs 

Source: Canton rates were all in dollars per 100 Current Rupees. Manila figures 
were all in Sicca Rupees per $100. Both types of quotation are now 
provided. Conversion rate: $l = 2.50CRs = 2.25SRs. Lt. Ross to Select, 
T. Metcalfe to Select, 31 March 1815, CC 194 (1815), p. 7; CD 201 
(1815-6), pp. 9, 53. 

Finally, recourse to shipment of bullion from India and London, 
combined with the removal of the non-monetary causes of the crisis, 
brought the crisis to an end. From the Court came two consignments 
of bullion in 1815 and 1816. These were the first such consignments 
from the Court since 1804.5 5 Through bills drawn on the Spanish 
Philippine Company's Manila agents, the Court also remitted a 
further $200,000 to help the Canton Committee.56 The alarm raised 
in India by the Committee's emissary, Sir Theophilus Metcalfe, 
brought a consignment of over half a million dollars.57 By 1816 the 
Napoleonic wars in Europe, the Anglo-American war, and the 
Nepalese war had ended. The silver supply from the United States 
was restored; Spanish ships resumed the trade with Lima and some 
ports of Mexico; and the Indian Government, no longer burdened 
with an expensive war, was able to provide drafting facilities at a 
satisfactory level for the Canton Committee. 

I l l 
By 1816, the methods of finance were substantially different from 

those in use in 1811. The geographical area of circulation, the volume 
of bills and the uses to which they were put and the nature of the 
bills all had undergone significant extension. The good reputation 
and strength of the Company's paper remained unimpaired. The 

55 On only two other occasions in 1820 and 1823 did the Court send bullion 
to the Canton Committee. The sums sent in 1815 and 1816 were 1,094,688 
Taels and 2,561,103 Taels respectively. Morse, Chronicles, III, 243. 

»6 Court to Select, 13 December 1815, CSCD 291 (1813-32); F. L. Omara 
and P. de Echevagaray to Select, 17 July 1816, CC 202 (1816), p. 141. 

57 Metcalfe had been instructed to request a consignment of $1,500,000 to 
$2,000,000 from the Indian government, but was informed on arrival that the 
treasury had only $10,000. The Accountant-General had to call on reserves from 
Madras, Bombay and Prince of Wales Island to raise the half a million. W. 
Egerton to N. B. Edmonstone, n.d., arrived in Canton 15 November 1815, CC 
194 (1815), p. 235. 
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circulation was limited and the encashment implicitly guaranteed 
by the Court in London and the Indian government in Calcutta or 
Bombay. The Company's bills depended upon its commercial profits, 
and they were known to be sound and virtually underwritten by 
the Crown, albeit indirectly. With this rather special quality of 
security, they were sought after in times of crisis and were preferred 
in normal times. Most of such bills were drawn on 365 days on Lon-
don, and thirty or sixty days on India or Manila. The rates at which 
such bills were drawn were now open to the competition of private 
bills, but as the only established drawing agency in China, the Com-
mittee held a trump and was able in most cases to set the rate for 
the season in Canton. As a matter of policy, the Company refused 
acceptance of any manner of private paper. This safeguarded the 
Company from any doubtful engagements, but it also deprived the 
Committee of an increasingly important and large source of credit. 
On the other hand it also denied private paper an endorsement which 
might reinforce its respectability or underwrite its drawer or other 
endorsers. This was a power which was in the hands of the Canton 
Committee alone to exercise, as there was no other trade agency in 
Canton of equal standing. Thus the role of the Canton Committee 
changed considerably in this period, but the Company's financial 
system remained an entity of its own, independent of, and uninteg-
rated with private finance. 

Insofar as Company bills were taken up in Canton and negotiated 
in India, they represented a number of significant developments in 
the technique of credit operation in China and India. Firstly, Com-
pany paper became more and more a negotiable instrument of 
finance and less a mere remittance paper. It was a step forward in 
sophistication, and in it was hidden negotiable value. Secondly, 
whatever may have been the intentions of the speculators in Com-
pany bills, the buying in Canton and reselling in India by agents on 
their own account and at their own risk changed the financial func-
tion of the Canton agencies substantially. As 'principals' in the 
operation and not as 'agents', they became 'dealers' and not 'brokers'. 
Undoubtedly the risk was non-existent, but technically this was a 
dealing and not a broking operation. Bill dealing did not become 
current in the English money market until at least fifteen years 
later.58 This suggests the rapid advance in practice in British finan-
cing techniques in the East. Furthermore, the financial operations at 
this stage, although encompassing the movement of credit (Company 
or private) between India and China and vice-versa, approximated 
more to a domestic transmission of credit than an international 
operation. The circulation of Company and private paper within the 
Company's sphere of influence and activities created a virtually 
closed domestic 'market' centred on the Calcutta bazaar. But as the 

68 W. T. C. King, History of the London Discount Market, London, 1936, 
reprinted 1969, pp. 35 ff. 
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liens with London financiers strengthened with the growth of trade 
opportunities, the English finance system in the East became more 
integrated with the London money market. Ironically, although a 
considerable part of Company paper originated in Canton, and some 
private paper was beginning to find its way there, Canton could 
hardly be described as having a circulation of its own. Company 
paper was hardly, if ever, negotiated by private traders at Canton. 
Private paper was negotiated for specific commercial undertakings 
on a limited scale. China houses had no drawing accounts on London 
or India, and probably only limited loan or advance accounts on 
their constituents or principals. They themselves were in no position 
to offer such facilities and they were still operating mainly on the 
goods or funds of other parties. 

The advent of private trade bills in the East was tentative, but it 
was the most significant development of this period. Apart from 
Company bills, traders in Canton, Calcutta, Bombay and Manila, 
could now also draw upon private sources of credit. The ultimate 
source of such credit was still the great East India houses in Lon-
don, with their constituent houses in Calcutta acting as agents. Mer-
chants in Bombay, Canton and Manila endorsed and negotiated such 
private bills, but only in an accepting capacity. They did not have 
as yet actual 'drawing', loans or credit accounts in London. Their 
endorsement had not yet acquired the powerful nuance of under-
writing the last endorser or the drawer. This was still very much 
the prerogative of a few powerful and well established East India 
houses in Calcutta. Only a house of the first respectability, well-
known locally and well-linked with the London money market, could 
convey such a quality to the endorsed bill. Nor would anyone's bill 
be so honoured, but only those of known and reliable drawers. But 
in Manila and Canton, such close rapport had yet to be developed; 
such reputations had yet to be made; and such power did not come 
easily. Canton was without a single agency house of repute: the 
biggest — Thomas Beale & Co. — went down upon the first test of 
its credit. Only one British agency house existed in Manila — Robert 
Stevenson & Co. — but in that port the development and under-
standing of credit paper were still imperfect. For speculative pur-
poses China agencies were developing dealing functions in bill 
handling. By 1816 the terms upon which paper credit could be ob-
tained in Canton were no longer exclusively determined by purely 
local factors. Ironically, however, it cannot be said that there was a 
bills market at Canton at this time. The free movement of paper 
between Calcutta, Manila and Canton, and the closeness of these 
centres of trade exposed the credit transactions at any one of these 
ports to the conditions obtaining in the others. The volume of such 
paper was perhaps still limited; the value attached was growing. 

Links with the London money market were still at second hand 
through Indian houses, and even then they were tenuous. Within 
the Company's own area of influence, Penang and Batavia were of 
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more importance to Company finance than to private traders at this 
time. On the other hand ventures in New South Wales, such as those 
of 'Merchant Campbell' from the Calcutta agency house of Campbell 
& Co., paved the way for closer links between the Indian bazaars 
and the Australian colonies.59 The story of W. S. Davidson (head of 
the Canton House of that name) 6 0 in Australia has yet to be told. 
It was a story of trade and considerable landed property transactions 
on which Davidson's early experience and connections in Canton 
were not without bearing.61 These connections belong to the period 
which is covered by this paper. The survivors of Thomas Beale & 
Co.6 2 became the principal agents in China through which trade bills 
from Sydney were channelled to India and London in the twenties.63 

Other developments in the Pacific area occurring within the next 
decade involved the China houses in the handling of credit paper 
from the Russo-American Fur Trading Company, drawn on St. 
Petersburg. Small and irregular batches of bills on Acapulco or 
London were also brought in by ships from the Sandwich Islands 
where a few trading companies had established themselves. The 
house of Charles Magniac & Co. of Canton was also known to have 
handled the trade and trade bills of the one or two British houses 
which had established themselves in Chile. Once again their principal 
source of credit was London, although some bills were made payable 
in Paris.64 The development of the techniques of credit finance in 
China was therefore important to the commercial and financial ac-
tivities of the Pacific area in the ensuing decade. 

Outside the East India Company's sphere of influence, the two 
most important financial links established by private trade during 
this period were with Manila and Philadelphia — the one directly 
but on a limited scale and the other considerable, but indirect. 
Although the earliest bearers of private bills from London were 
Americans, there was no direct export of credit to Canton from the 

09 M. Steven, Merchant Campbell, 1769-1846, Melbourne, 1965. 
00 The house was later taken over by Davidson's two partners, the brothers 

Dent, Lancelot and Thomas, after Davidson's retirement in 1824. Cf. Cheong, 
'Opium Trade and Agencies', p. 75, and chart on frontispiece, for genealogy 
of the house. 

61 I am indebted to Dr G. Parsons of Melbourne University for drawing my 
attention to Davidson's long and important connection with the MacArthur 
dynasty in Australia from as early as 1804. 

62 Known successively as Shanks & Magniac (1816-19), Charles Magniac & 
Co. (1819-25), Magniac & Co. (1825-32) and Jardine & Matheson (1832-). 
Cf. Cheong, Revista de Historia, XXXIV, 73, 124. 

63 The Jardine Archives in Cambridge University Library include a separate 
section on Australia, although most of the papers deal with a slightly later 
period. 

64 Baron Frobes (Tepie on Mexican coast), J. N. Machado (Mazatlan on 
Mexican Coast), H. A. Pierce & Co., later Pierce & Hinkley (Sandwich 
Islands), and Solly Ireland (Valparaiso, Chile), were among the early houses 
with which Magniac & Co. in Canton had credit and drawing arrangements. 
JM Unbound Correspondence, America Bl/2 (1821-46), passim. 
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American money market. The proceeds of the trans-Atlantic Anglo-
American trade, unrelated in any way with China or India, were 
the foundation upon which the credit for the American trade with 
China was established in London. This indirect provision of credit 
for the China trade was to grow rapidly in the next two decades, 
perhaps to the detriment of the extension of direct connections 
between Canton and Philadelphia or New York. The extension of 
the circulation of Company paper to Manila was perhaps the nearest 
to a foreign exchange operation at this stage. But this was merely 
an exercise to meet the exigencies of the time, as the market was 
small and the understanding of paper finance at Manila was back-
ward. It was never repeated by the Committee, but private paper 
took its place. 
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