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The French banks’ activities in the Pacific area of Asia

(from the years 1860s to the years 1940s)

Hubert Bonin, professor of modern economic history at the Institut d’études politiques de Bordeaux and at umr Gretha-Bordeaux Montesquieu University)[www.hubertbonin.com]

Some pretention may be perceived in the desire to confront the so ample sway of British or Japanese banks in the Pacific aera of Asia and the Far East activities of the French banks, as the compared scale and strength of the latter seem so limited. The French banks have tried nonetheless to loosen the hold of their competitors, to play some part in the Asian markets of money et to follow the development of commercial exchanges, either those locally expanded, those joining the Pacific places or those linking Asia and Europe. Three axis of action can be defined : supporting trade between the Far East and Europe ; propping up the half political half financial penetration in China and throughout the Pacific aera, especially against the United Kingdom, a penetration that permitted to strengthen the dimension and range of the Parisian financial place ; promoting a colonial purpose retrained to Indochina and some Oceanian islands. A scrutiny of the definition and the effectiveness of the French banks' strategy and skills is needed to assess their contribution to banking dynamism and entrepreneurship in the Pacific aera of Asia and their ability to resist, especially in Indochina, the British banks'strength, through the acquisition of the specific commercial and financial know how required for the relations with the customers, either European firms or local Asian traders and managers, and for the measure of the risks involved.

1. Banks for oriental trade

The intervention of the French banks began to be justified only during the years 1850, when exchanges grew between France and the Pacific area : pionneer firms settle in Indochina ; trade houses, notably from Bordeaux
, sent ship there non only to support deals between Europe and Asia but also to tramp along the Far East coasts in search of return freight. The financement of these remote expeditions and the traffic of bills issued on European and Asian places thus started off. Because of the amplification of commercial relations with the East owing to the opening of the Suez canal
 in 1869, the growth of the orders on raw cotton and even cotton fabrics – the famous "guineas" – in the English Indies, then on oleaginous commodities, like coprah and peeled peanuts, broadened this market of commercial paper and exchange operations. Moreover, the crisis of the French silk production in the years 1850-1860s induced the Lyonnese silk traders into adding China to their Italian supplier
 and to buy there more than a third of French raw silk imports from the years 1870-1890s on and more than two-fifths during the interwar period; Hong Kong and Shanghai Bank itself got a representation in Lyon through a branch
, created in 1881, before also the settlement of Yokohama Specie Bank in 1882-1900.

Whereas a new banking economy took shape in France in the years 1852-1872, a bank created as soon as 1848 to bolster the interests of the Parisian medium-sized trade houses, the Comptoir d'escompte de Paris, defined a strategy consisting altogether with a national growth and with the supporting of traders, especially on the import-export places and the ports, in order to stimulate the business combativity just after the conclusion of the free trade treaties
 : a large amount of French managers, with deeply market oriented mentality, were longing for a competitivity renewal abroad. As a pionner among the French banks, this bank decided to settle in Shanghai as soon as 1860, and then to seed about ten branches in the Eastern countries in the 1860s : in Yokohama (1867), in Hong Kong, in Calcutta, Bombay, Madras and Pondichery, and in Cochinchina, a French territory since 1862, in Sa‹gon, first only through a representation, then with a branch in 1864, whilst a London branch appears as the key to bills and liquidities transferring. The Comptoir d'escompte de Paris appeared therefore as “the French Bank” in Orient, all the more as it strengthened its Chinese settlement in 1887 with the opening of branches in Tien Tsin, Fou Tcheou and Hankow, as the prospects of trade there seem interesting.

That presence itself explains that the Comptoir d'escompte de Paris was the key to the foundation of Banque de l'Indochine in 1875, when the State, which wanted to establish in its conquested colony Cochinchine and to its protectorate Annam a bank of issue, attributed the privilege of it to this new society
. As “Banque de l'Indochine is the daughter of the Comptoir d'escompte de Paris”
, its president became too the president of the Comptoir, which was one of its most important shareholder, with Banque de Paris et des Pays-Bas, Crédit industriel et commercial as its partners, and three merchant banks from the Haute Banque. Its statutes added to the issue banking the know how of commercial banking, in order that it would be able to respond through its discount to the growth of the Cochinchine port trade.

The French banking community gathered itself indeed in order to get, with Banque de l'Indochine, some "établissement de place", that is a collective tool where a majority of the big banks were shareholders and which would be an active agent for the creation of a strong commercial and banking place in Saigon, where it would be solid enough to resist to the British banks, which were settling there directly or through representations: “The statutory margin of manoeuvring, unprecedented among the "colonial banks", which benefits to Banque de l'Indochine was a direct consequence of the ambition of the big stock-options banks and of the Parisian high civil servants to establish the foundations of an institution capable to compete with the Far Eastern British financial firms and altogether to be resilient enough to adapt to the specific conditions of the Cochinchina economy”
, where the business practices of the Chinese dealers ruled the market and required some high flexibility in the distribution of credit.

Banque de l'Indochine inherited from Comptoir d'escompte de Paris its branch in Saigon and, on the basis of short terms loans, with the guaranty of the secured commodities stocks and the dealers'reputation, an efficient tool in the service to financing the international commercial exchanges, especially for the sales of rice in China that were developing firmly in the years 1870-1890s. The bank collected silver piastres in London, Paris and Hong Kong in order to allow the dealers to pay the peasants, and this organized vast movements of cash and exchange risks. Moreover, lacking a flow of exports towards the mother country, as this latter draws only 3 per cent of the Cochinchina exports in the years 1880s, Banque de l'Indochine had to buy in Hong Kong and Singapour the bills issued on Europe and useful to participate to the necessary final clearing. Through these operations, it could rely (until 1894) on the Comptoir branch in Hong Kong and, during the temporary closure of that latter in 1877-1884, on the Oriental Bank as a correspondent. But this breakthrough in Hong Kong stired firstly a hard competition among the British bankers, before its attenuation after the liquidities crisis they had to support in 1883-1884.

The role of Banque de l'Indochine got larger thereafter when two Parisian banks decided to join its capital and board, after having refused to be participants in it for several years. The very reason of this refusal laid in their intention to settle by themselves in Asia. Thus Crédit lyonnais, firstly tempted to establish a branch in Sa‹gon in 1877, opened two branches in Bombay and Calcutta in 1895 in order to get involved in the growth of Indian trade. But it chose to close then soon after, in 1898, for fear of getting involved in silver and exchange currency speculations or in incertain local credits, all the more that it felt very harsh the British banks' competition there. Crédit lyonnais forsook then any idea of an autonomous oriental strategy ; it had resigned itself in 1896 to join the pool of shareholders and the board of Banque de l'Indochine. Likewise, Société générale, which was for a while tempted to assume the creation of a bank of issue in the Tonkin in 1886-1887, after the conquest of this territory, also joined the pool of the leading shareholders of Banque de l'Indochine as soon as 1887.

Banque de l'Indochine became therefore the sole French tool for financing the Indochina trade, with branches in Haiphong in 1885 and Hanoi in 1887 and the extension of its issuing privilege to the Tonkin territory in 1888 – before its settlement in Battambang in Cambodia in 1904. From that time on, all big French joint stock banks were present on its board: “They perceive that the Far East French colonies required an autonomous banking institution, altogether the vanguard and the representant of High Finance in Asia, that gathered the large affairs and transmitted them to its Parisian partners, to which it procured a flow of profitable operations, like the credits issued through acceptances or the exchange operations. Multiplying the banking institutions in Asia would contribute to weaken the French position there in front of the British community that knew remarkably how to mix diplomacy and finance and that have founded strong colonial banks like the Hong Kong & Shanghai Bank or the Chartered.”

The double vocation of Banque de l'Indochine was thus well proclaimed: beyond its function of bank notes issuing in Cochinchina (and later in Tonkin too) and of managing payment means in Indochina, it had to play a financial function in the influence struggle which took place in Asia, in order to countain the British economic and diplomatic forces. In the meantime, Comptoir national d'escompte de Paris, weakened by the resignation of its German and Swiss managers in Asia who had rejoined British or Germans banks there
, by its own crash of 1889 and also shaken by the economic, monetary – with the acute depreciation of silver metal – and military – because of the Sino-Japanese war – in the Far East durant the first half of the 1890s, decided to close its branches of Tien Tsin and Fou Tcheou in 1899 and of Yokohama in 1893. In India, it concentrated its forces on its Bombay branch at the beginning of the 20th century, which became one point of the triangle it haf constructed East of Suez with its branches in Madagascar and on Australia (these established in 1880-1881), in order to support its strategy of financing French import-export. Banque de l'Indochine became therefore a French stronghold in Orient, the more as its inherited from Comptoir national d'escompte de Paris branch in Hong Kong in 1894 and settled in Singapore in 1905, in order to follow the rubber boom, symbolized by the links established there with the tyre firm Michelin as soon as 1912.

Its settlement in Hong Kong in 1894 allowed Banque de l'Indochine to be equipped with the tool that missed its Indochinese installations, in years where the Chinese outside trade grow firmly. It was now able to cashier there the remittances of documentary letters of credit transmitted by its Indochina branches, because the majority of Indochinese rice was exported on that place and because the advances decided in Cochinchina and in Tonkin to buy the crops were redeemed precisely here. It could buy there bills on Bombay, Calcutta, Rangoon, Madalany, etc., in order to practice arbitrages and used thus its available liquidities, with the same weapons than its competitors, Hong Kong & Shanghai Bank or Chartered Bank.

2. The French banks in China in front of the British domination

Beyond this first explanation of the French banks' Asian presence, based upon the desire to take part of the growth of commercial flows between Europa and Asia and between Indochina and the Chinese countries, a geopolitical purpose emerged : the implantation of the French banks in Orient became a stake of the “impérialisme à la française”; “la France impériale”
 perceived the necessity of countaining the British power, not only through the African colonization, but also through the respective brightness of both countries in the Pacific area. As the statutes of Banque de l'Indochine precised that the State was authorized to require the opening of branches not only in Indochina but everywhere in the Far East or in Oceania too, the State asked Banque de l'Indochine, as soon as November 1897, to display a French presence in the commercial and harbour centres recently opened to the European Powers. Although it first balked at an extension that seemed to it somehow hasardous in contrary to its large development in Indochina, Banque de l'Indochine had to comply with this demand: after a negociation during which it obtained the renewal of its privilege of bank of issue, it accepted to settle in Shanghai in july 1898.

In the same time, the French interests in Asia were promoted by another bank, the Banque russo-chinoise
, which associates in 1896 some banks from Paris, with two-thirds of the capital subscribed in France and in Belgia, and from Russia – especially Banque internationale de Saint-Petersbourg –-, in order to get a share in the development of Mandchouria and of northern China, stimulated by the opening of the Transsiberian railway and the Transmandchourian railroad, for the construction of which Banque russo-chinoise constituted Compagnie des chemins de fer de l'Est chinois in 1896. But the purpose was meanwhile somehow larger as Banque russo-chinoise intended to become the spearhead of the penetration of the French and Russian interests in the Chinese regions located north to the Yangtsekiang. Banque russo-chinoise recovered the Hankow branch of Comptoir national d'escompte de Paris in 1895 and settled in Pekin, in order to act efficiently close to the financial authorities, especially for the loans intended to the payment of the war indemnity to Japan, loans and the treasury advances. It conducted thus the negociation of the financing of the Shansi railway in 1902-1903 and negociated its frf 40 millions bonds on the Paris place.

Banque russo-chinoise escaped however too rapidly to the French influences in so far as its German and Russian managers seemed to favour only the Russian interests and did not promote anymore the French banks' business by the Chinese State. The latter called indeed for the British and German banks in 1905 when it looked for the subscribing of the last portion of the indemnity it has to pay to the Powers having intervened during the Boxers war, and this choice aroused strong discontent by the French authorities; Banque russo-chinoise ended up competiting with Banque de l'Indochine in Southern China and opened a branch in Hong Kong in 1904. This managerial dissent, then the weakening of the ability of Russian interests to exert strong pressions in China after the military defeat of Russia in front of Japan in 1905, dismissed Banque russo-chinoise from playing some part in the great French financial purpose in China. Morevover, when Banque russo-chinoise was merged with Russian Banque du Nord into Banque russo-asiatique in 1910 and rejoined the sphere of influence of French banks, its successor devoted itself to its Russian and Mandchourian business, and, in spite of the desires of its managers in China, did not represent any significative strength there.

This evolution emphasized the mission of Banque de l'Indochine, that outlined a double strategy of reinforcement of its commercial implantation in the South of China and of breakthrough in the Centre and in the North: it thus opened branches in Hankow and Canton in 1902, in Pekin and Tien Tsin in 1907, just after a change to its statutes in order to adapt them to the pratices on the Chinese places and after an increase of its capital. Success rapidly crowned this program as theses branches, equipped with the compradore used as an intermediary with the Chinese community, gathered a broad clientele of local traders and bankers for short term advances on commodities (opium, raw cotton, raw silk, tea) and industrial products (cotton and silk fabric), along with each place, and on gold and silver, which explained their profitability. Banque de l'Indochine however limited its operations to short term loans, to currency exchange operations, and to its participation to the issuing of securities subscribed abroad, as its refused to let itself engaged in the construction of a branch network in the Chinese provinces and in the direct financing of local business, then considered as causes of excessive high risks and immobilizations, although the granting of credits to trade houses and even to local bankers implies indeed the indirect financing of indigenous merchants. But the core financial strategy of Banque de l'Indochine favoured constantly a strict liquidity which was judged essential to the survival of the firm throughout the conjonctural jolts.

This prudence explains that, during a decade, Banque de l'Indochine has been confronted to the competition form a rival bank created in February-March 1913, Banque industrielle de Chine
. Some diplomats, who had been for several years thinking of Banque de l'Indochine as not audacious enough in the broadth and the length of its loans granting, supported the take off of the new bank because they thought it would be able to help the investments of French enterprises in Orient. Some Parisian financiers conceived its foundation as an association between French and Chinese capital, the latter being brought by businessmen and the State itself; it was known indeed in China under the name of “Sino-French industrial bank”. That would make of it a tool apt to reinforce the French influence especially in the financial operations of the new Republic while it could altogether favour the nationalistic aspirations emerging more and more acutely in Pekin. This excellent insertion in the circles of the Chinese Power explains the breakthrough of Banque industrielle de Chine in the borrowings intended to local structures and harbour equipments and, more and more, in the short term advances to the State. In the meanwhile, it built a network of branches in China and Indochina: Pekin in 1913, Shanghai and Tien Tsin in 1914, Hong Kong and Saigon in 1917, Haiphong and Yunnanfou in 1918, Canton and Fou Tchou in 1919. This network allowed the bank to amplify its loans to rapidly growing Chinese industrial firms, while it tightened its links with the clans that managed the central government or the provinces.

Some relative complementarity was being drawn therefore between Banque de l'Indochine, which was more oriented towards short term operations, and Banque industrielle de Chine, which was engaged in more audacious immobilizations, but promoting simultaneously the French influence in China. The hopes of the conceptors of the projects had been somehow disappointed however because the shape of Banque industrielle de Chine had remained modest : it did not get the effective support of Banque de l'Indochine and of the big Parisian joint stock banks, which were reluctant to join the initiatives of second-rank and incertain financiers, which seemed lacking of banking know how and creditworthiness, notably to gather the French savings onto Chinese borrowings ; this bank could not actually benefit, like some German or Belgian banks, from the link to industrial groups that would have used it as a level for their own penetration in China; its interventions by Chinese firms have not really acquired the scope its fondators hoped for. Themselves were petty managers, who did not succeed in getting regular and solid profits from their operations, even in the boom year 1919. Lastly, this bank seemed to have been born by the strong Chinese economic growth of the first war era and of the immediate postwar boom, but, when this easy increase of its turnover was hindered by the recession and the readjustment of Asian commercial flows of the early 1920s, the bank collapsed all at sudden. The crash of Banque industrielle de Chine in 1923, which found itself entangled in its claims over the Chinese State, superior to its stock of capital, and mired in the immobilization of numerous credits, confirmed indeed a posteriori the legitimacy of the strategy of liquidity and of strict management maintained by Banque de l'Indochine.

Even if the Paris diplomatical and financial authorities knuckled vehemently to save the Banque industrielle de Chine
, and if they succeeded in raising funds from the banking community to satisfy its immediate engagements and create a new society for the exploitation of the affair, the acting capacity of Banque industrielle de Chine – which became Banque franco-chinoise pour le commerce et l'industrie en 1925 – had been definitely cut down, in front of Banque de l'Indochine which more and more invested with the mission of promoting the French banking interests in Orient. “Banque de l'Indochine has succeeded since fifteen years to acquire a brilliant position in China”
: as soon as 1914, its weight was between a third and a half of Hong Kong & Shanghai Bank, although this latter dominated the exchange business and “embodied the European financial sway” (Meuleau) owing to its deep implantation inside the economic and public Chinese circles.

The Chinese affairs provided Banque de l'Indochine with 27 per cent of its total operations in 1905 and with 33 per cent in 1910, owing to its advances to local customers, to firms coming from Europe, like the Compagnie française de tramways et d’éclairage électrique de Shanghai, societies of public works or house building, or Crédit foncier d'Extrême-Orient, owing to the transfers of public money between Indochina and metroplitan France and owing to currency exchange operations, to the trading of remittances and bills, particularly on Shanghai, a place that had become “the heart of the circuits of the Banque de l'Indochine, the centre of its network.” (Meuleau). Beyond is clientele of European firms, it had acquired, owing to the 1900 reform of its statutes, which allowed it to be engaged in loans lacking of the usual collaterals and credentials, in an outstanding capacity of risk assessment of credit operations with the Asian bankers and large merchants. “By their knowledge of the Chinese affairs and their know how in the exchange techniques that allow them to transfer rapidly the millions subscribed by the French savings or the redemptions of the Chinese government, the agents of Banque de l'Indochine brought an organization and a range of abilities that were necessary to the success of large affairs. We may affirm that never before has ‘the French Bank’ deserved its nickname overseas.”

3. The Parisian banking place and the Asian affairs

That competence had been deployed through the participation to the big financial affairs which aroused in the Far East at the turning of the 20th century; the prospects of their development enticed bankers to give a decisive impulsion to the settlement of Banque de l'Indochine in the Tonkin and in China. Three symbols may be selected to draw the irruption of Asia in the current life of the Parisian financial market. The first of them is significative as the French banks intervened at the core of the system of financing the Chinese State when, in 1895, they organized a big Chinese loan of frf 400 millions intended to cover a portion of the indemnity of an equivalant of frf 1,120 millions which China had to pay to Japan. The span of this intervention had to be restricted however, because this loan, subscribed simultaneouly in France and in Russia under the leadership of French banks and of four Russian banks, had benefited from the guaranty brought by the Russian State: we could pretend truly that this loan took rather the form of a Sino-Russian-French loan, which could be inserted into the strong flow of loans floated by Russia in France in the years 1888-1895, when Paris became a large market for Russian securities.

A second symbol marked supplementary step towards the autonomy of Chinese operations on the Paris place and was given by the financing of the Yunnan railway. As it allowedo avoid the Fleuve Rouge, navigable with difficulty, that railway was intended to prop up French influence in south-western China from the Tonkin basis – what Michel Bruguière called “flag imperialism”
 – , to draw commercial affairs to the Indochinese harbours and therefore to countain the British push from India and Burma to southern and oriental China. That railway propelled the aspirations of economic circles that, convinced of the huge mining and trading wealth of the Yunnan province, organized there economic survey missions
, and succeeded in 1893 to build a viable project of a railway concession after the French-Chinese conventions of 1895-1898. The Indochina general Government financed the Tonkin section of the trunk and attributed a grant to Compagnie française des chemins de fer d'Indochine et du Yunnan which assumed in 1898 the construction of the Chinese section.

A double-triggered operation was conceived: the brokerage of the frf 200 millions bonds issuing of the Indochina government, and that of the shares and bonds of the company, respectively frf 12,5 millions and frf 76 millions – thus a total of frf 88,5 millions (or 1,6 billion 1995-francs). This explains the banks' interest towards that project: the president of Banque de l'Indochine – who was also Société générale's president, Hély d'Oissel – and the president of Comptoir national d'escompte de Paris got a seat on the board of the firm and thus sponsored its admission on the stock quotation floor, in spite of the risks od overspending presented by the project, as its second section required a second input of funds, which allowed the opening of the railroad between 1903 and 1911.

The third symbol marked a victory of a Belgian-French financial group in front of the British sway, owing to the brokerage of a large loan intended to the financing of the Pekin-Hankow railway. Because the French banks – gathered with industralists in the Société d’études des chemins de fer en Chine, with Paribas and (French) Société générale were shareholders – concluded an alliance with the group of the Société générale de Belgique, they can conquer the contract for the building of that 1 300 km trunk on the account of the Chinese concessionaire firm, Compagnie générale des chemins de fer chinois. While the rails orders were shared by half among Belgian and French industrial societies, the French banks brokered among their clientele 84 per cent of the frf 101,25 millions floated – for a face value of 112,5 millions – ein 1898-1899, whereas Société générale de Belgique had brokered only 16 per cent of them in Belgian. Chinese affairs entered therefore on the Paris stock-exchange in 1895-1898, after the two loans for the Indochina General Government of frf 80 and 200 millions in 1896 and 1898.

Although at a lower lever than Russia or Latin America, the Orient fascinated then small savings investors and financiers; banks organized survey missions that studied the western investing prospects
, because they felt themselves as more or less responsible for the value of the securities they will offer to their customers. In the positive cases, bankers, industrialists and public works entrepreneurs created "research societies" (sociétés d’études) in order to detect feasible affairs, established by Chinese businessmen or more or less branches of European groups. Banque russo-chinoise appeared thus as the lead bank for the Chinese State loan of frf 40 millions floated in 1902 to finance a short Shansi railway.

In a parallel direction, the community between French and Belgian businessmen
 was maintained as the French banks, like Paribas and Banque de l'Union parisienne went along in China with the initiatives of Banque d'outre-mer and Compagnie internationale de l'Orient, set up by Société générale de Belgique, for instance into the Charbonnages de Kaiping from 1899-1901 on, or into a branch of the Société générale de Belgique, the Société belge de chemins de fer en Chine, established in 1908 in order to succeed to the Société d'études du Pékin-Hankow, after the buying out of the railway by the Chinese State. This company, through its branch, the Société française de construction et de chemins de fer en Chine, got involved into a huge Shansi railway project, on the basis of the first trunk build in 1902-1907: it embraced 2,000 km lines, financed in 1913 by a State Chinese loan of £10 millions, with half of it as a French tranche of frf 125 millions. Likewise, two loans are floated in Paris and Brussels in 1903 and 1907 for the Pienlo railway. Belgian and French interests establish also together in 1906 the Société de tramways et d’éclairage électrique de la ville de Shanghai; and Banque de l'Union parisienne, set up in 1904, had joined this French-Belgian alliance, all the more as its managers built a narrow partnership with the Société générale de Belgique, which associated Banque de l'Union parisienne to the projects of the Compagnie internationale de l'Orient.

Thus, in front of the financial operations initiated by the British groups, generally led by Hong Kong & Shanghai Bank, with Chinese-German or Anglo-German groups, with Deutsche Asiatische Bank, the French banks, through a strong association with their Belgian colleagues, proclaimed their desire to alleviate the Anglo-Saxon grasp over the Chinese affairs, to take value of their know how in financial engineering and to exploit the scale of the French savings markets. A significant turnover appeared however when the diplomatic reconciliation between France and the United Kingdom was made up after the French banks and financial authorities had got finally conscious of the British strength in China through its influence zones and its banks and had definitely decided to recognize it and act according to it; the French banks moreover did perceive themselves as now strong enough in China to be able to appear as valid partners of their British colleagues.

This inflexion cleared the way to a financial entente that Banque de l'Indochine is entrusted with achieving and negociating links with its British colleagues
. The British firm established in 1904 in order to build the Hankow-Se Tchouan railway, the Chinese central railways company, is thus opened to Belgian (10 per cent) and French (45 per cent) interests, both groups reaching the voting parity with their British partner group; then an association between British and French banks – with Hong Kong & Shanghai Bank and the Banque de l'Indochine as coleaders – organized the loan of 5 millions taels (frf 125 millions) that allows the Chinese State to buy out in 1908 the Pekin-Hankow railway through a redemption of the current previous loan.

At that time, in 1909, appeard the famous “consortium” of British, French and German banks established in order to share the financial operations conceived in China. Its big project consisted with financing a railway program and to gather £6 millions, through the "Hukuang loan", decided in 1901-1911 and achieved by tranches until February 1915. In the meantime, the consortium had been opened to American banks in 1910 and to Japanese and Russian banks in 1912, the Russian one yielding back a third of their fraction to the Belgian banks, thus being admitted again in that string of financial solidarities, after they had endeavoured in 1911-1912 to build a rival consortium joining the Belgian, Russian and Japanese institutions. This international consortium was intended also to launch a huge "reorganization loan", of about £21 millions, secured on the salt tax and gathering a vast amount of current claims on the Chinese State. Its members jointly pledged to refuse any particular advance to that latter and to put together any new financial operation in China. The French banks were associated thus to the tortuous negociations with incertain Chinese authorities which come off in April 1913 ; they broakered themselves frf 187,3 millions, or 30 per cent of this loan of frf 631 millions, that is an amount equal to the British tranche.

This consortium lacked of some cohesion however as some Belgian interests were negotiating separated contracts with China for the building of railways and enticed some French banks in them, with the more or less acknowledged endorsement from the French Foreign relations ministry
. This was not really disturbing, because these projects were led by the Belgian industrialist Empain and not by the banks themselves, only in charge with the brokerage of the bonds thus floated, as the statutes of the consortium did not included in it the contracts just limited to industrial orders. But the Empain group had to grant a frf 50 millions advance to the Chinese government and floated a frf 250 millions loan in order to finance its project, and therefore it used the Paris place because the Bruxelles one could not  assume such big amounts.

In spite of the consortium solidarity, a first tranche of the loan was floated by Empain for an amount of frf 100 millions, and the French banks did contribute to broker in France the bonds finally floated in Bruxelles, because the French government had pledged to admit their quotation on the Paris stock exchange only after the conclusion of the Reorganization loan. The prospect of gathering of some frf 500 millions to be floated in several years for these Empain projects explained the de facto break down of the international consortium in September 1913. Because the securities of the first Empain tranche and those that simultaneously Banque industrielle de Chine hoped to broker, either to constitute its capital or to finance a Chinese public works program of frf 150 millions, did not find easily their subscribors in 1913-1914, this showed however the investors'reticences in front of operations lacking the legitimacy of a placement through the big banks themselves or of an official quotation.

Beyond these events, already well studied by some colleagues, the main point was the building of a financial flow between Orient and Paris. The whole Paris place took profits through the initiatives of Banque de l'Indochine, as the banks earned commissions of guaranty and brokerage with them and mobilized their networks and clienteles for the subscribing of the bonds thus floated. The world scope of the Paris place got thus some more width, which was understood by Crédit lyonnais: while, after M. Meuleau, it had chosen not to take part in the Chinese operations since 1895, it joined them in 1909 through its presence in the consortium. The strength of the French financial market, the know how of the Parisian banks and the roots developed in China by Banque de l'Indochine were therefore proclaimed : “France has pursued methodically a financial politics in China, that intended to establish a financial supervision over the courntry, associating the principal foreing powers, but essentially led by both countries equipped with financial markets able to satisfy the huge needs of the Chinese Empire, that is Paris and London”
, wrote some civil servant in 1912.

This very vitality of the French financial market explains too that the banks had been interested to a few Japonese loans. The Rothschild bank appeared as the main negociator with the Japanese State and as the leader of the operations in Paris, certainly because of its privileged relations with Londonian banks. This influence was thus revealed for the 1905 loan, when the French tranche got an amount of frf 300 millions, and for the frf 200 millions loan achieved in 1913. More modest was the loan of the Kyoto City concluded in 1909 for an amount of frf 45 millions, before the French tranche of a big loan for the Tokyo City was floated in 1912 for an amount of frf 101 millions and a loan of frf 50 millions was organized by Société générale and Paribas for Compagnie orientale de colonisation, which had been participating since 1908 to the development of Korea by Japanese interests. In the meanwhile, the French banks sold on Paris some portions of the Japanese loans in 1907 and 1910. This linkage between Japan and the Paris financial market was lastly symbolized by the set up in 1912 of Banque franco-japonaise, which was a small firm but sponsored by Société générale and Paribas.

Although they kept a far less scale than the famous Russian loans, the Japanese loans had reached a breakthrough on the Paris stock exchange. They build up 11,06 per cent of the investments in foreign states funds held in 1911 by the Lyonnese savings investors studied by Pierre Léon
, while China is present only with about 1 to 3 per cent and Indochina for less than 1 per cent; Japan was second only behind the Russian securities and gets before Spain (7,5 per cent), the Ottoman Empire (6,7 per cent), Hungaria-Austria and Egypt (5,2 per cent each). In the total portfolio of foreign values (state funds, bonds and shares) of the Lyonnese small investors, Asia had a global weight of 4,2 per cent, behind America (6,9 per cent) and Africa (because of Egypte and South Africa); Japan gathered a chop of 3,44 per cent, China of 0,71 per cent and Indochina of 0,05 per cent. Asia, that is, for France, essentially the Pacific and the Southern China Sea areas, has thus well been inserted in the French money flows at the Belle Époque: it reached a weight of about 5 per cent in the total French investments abroad in 1914, which was far less than the weight in the British investments (14 per cent), but was slightly more than the weight in the German investments (4 per cent).

4. An imperial contraction ?

This expansion of banking and financial relations between France and Asia was however restrained in the interwar period by political and commercial impediments, while ample business flows got strength with Indochina. The intervention of the French banks in the financing of trade was not in fact promised to a large scope because commercial exchanges between France and Asia remained limited to narrow volumes. France provided indeed only a very small part of Asian countries'imports
; France itself turns 2,2 per cent of its exports in 1890 and 3,5 per cent in 1910 towards Asia. The money flows accompanying these exchanges did not take a considerable rank in the operations of Parisian commercial banks; they generally used Asian correspondants, like Comptoir national d'escompte de Paris with the branch of Bank of Canton in Hong Kong or the Banque de l’union parisienne with the Mitsui Bank in Tokyo. In France istself, they go on financing the imports of their Asia-oriented customers, especially on the Lyon place, where the Banque industrielle de Chine had established a branch in 1920, then inherited by the Banque franco-chinoise; in Lyon, Crédit lyonnais was for instance the principal banker of the firm Les successeurs d'Ulysse Pila, a big trader in Far East raw silks and fabric, imported from China and Japan, and Comptoir national d'escompte de Paris had succeeded likewise in keeping its clientele among the trading houses working in Asia. The business world of Asian Pacific had not become a large action area for the French banks and, among them, only Comptoir national d'escompte de Paris remained directly present in Asia and Oceania, while it relied on Banque de l'Indochine to complete the network of trade financing it entertains beyond Suez, in India and Australia
.

Banque de l'Indochine itself clewed up its sails in China when that country suffered from an acute military and political insecurity. As it had been convinced as soon as before WW1 not to “become a bank highly engaged in the Chinese economy”
 and as it did not hope consequently to develop its network of branches there, it folded up ever more its activities in order to concentrate them in the large harbour cities during the 1920s, for instance to finance the business of the big French international trading house Olivier, or to develop exchange operations, while reducing, as it seems, the local affairs, whereas Banque commerciale franco-chinoise lacked the financial means to recover some real strength.

Moreover, the times of big financial operations had gone because, after the ultimate tranches and installments of the Hukuang and "reorganization" loans in the years 1915-1919, the Chinese State and provinces did not use the European financial markets any longer, in spite of endeavourings to reconstitute some kind of an international consortium around 1920, while it seems that Japan did not float any loan on the Paris place. Then the final Chinese-Japanese war made more incertain the Chinese banking activities, before the temporary Japan victory inserted the branches of Banque de l'Indochine into the Nippon economical aera.

Beyond the geostrategical aspects of French diplomacy which, at the Belle Époque, set China at the centre of dreams of an imperialistic movement, Indochina itself had become more and more the stronghold of the business of Banque de l'Indochine, as the growth of its productions (especially rubber, rice and coal) and the diffusion of a colonial capitalism creating plantations, industrial or services firms, publics works societies, had been spreading therefore treasury and credit operations. The financing of exchanges with the mother country, the animation of the State money flows which provided a large and stable basis for liquid disponibilities, the managing of payment means all around Indochina and the growth of its know how of deposit banking had massively enlarged the scope of Banque de l'Indochine, consolidated also by its statute of bank of issue and by the absence of real French competitors, as the shape of the modest Banque franco-chinoise staid far under its colleague, even if a few foreign banks had settled in Sa‹gon.

The operations of Banque de l'Indochine had been considerably growing in the years 1910-1920s, helped by the extension of its network
. It financed between the half and the three-quarters of the transactions in piastres on the Saigon and Haiphong places in the years 1910-1920; it assumed between 51 per cent and 54 per cent of the currency exchange operations on Saigon in 1929 ; it finances 56 per cent of rice exports and 60 per cent of the imports of French goods, all that completed with an excellent penetration in the world of Chinese dealers. It has become the main partner of French enterprises in Indochina, for the placement of their securities in that very country, for advances, for transferring funds to the mother country, and for their big financial operations. Ample investment flows are indeed deploying themselves towards Indochina, and, owing to its know how in financial engineering, Banque de l'Indochine has benefited directly of them, like those conceived by the Société financière française et coloniale, a big investment company managed by Octave Homberg which launched or developed a wide array of agricultural and financial firms in Indochina. It also supported Crédit foncier d'Indochine, for its local mortgage and agricultural loans. All these reasons explain that the profits arisen from Indochina provided the bulk of the profits of Banque de l'Indochine in the 1920s: 38 per cent in 1913, 49 per cent in 1922, 59 per cent in 1928.

It had acceded henceforth to the very scale of a big bank with an autonomous force of development. Two signs of it may be detected: firstly, the Parisian institutions had little by little reclassify among the savings customers the blocks of shares of Banque de l'Indochine they had been owning for long; Banque de l'Indochine was now figured as their colleague and no more as their common branch, as their partner and a correspondent for their Asian operations. Secondly, the State tended more and more to suggest some forms of control over what seems a decisive Indochinese institution
, and, owing to a legislative reform of its statutes, it intruded into the capital and the board of the bank in 1931, even if the management of the firm preserved its real independance, especially during the depression of the 1930s.

That very period emphazised the banking sway of Banque de l'Indochine. While it benefited from the programs of State expenditures in Indochina in favour of public works and equipments through the issuing of the "colonial loans", it supported big faltering firms, like the Société financière française et coloniale, from which it recovered a lot of real estate and financial assets. These events offered it the opportunity to build a real estate and financial portfolio and to add to its range of skills the know how of investment and holding company – or, as it was called in the years 1900-1970, of "banque d'affaires" -, all the more that it became the parent company of then weakened Banque franco-chinoise and of Crédit foncier d'Indochine themselves, which welcomed its refinancing help. Banque de l'Indochine acquired therefore in the interwar period the shape of a big bank, in spite of the Chinese internal jolts and the hazards of the conjunctural Crisis.

Conclusion

This synthesis does not unravel a prestigious picture similar to the strong and ramified Anglo-Saxon and Japan banking economy in Asia: the presence of the French banks in the Asian area of Pacific remains modest and scattered. In spite of its exotic charm, Banque de l'Indochine, during the two first decades of its life, staid a small firm. The years 1895-1915 however showed the growth of initiatives, whatever they were, diplomatical, banking, financial, French only, French and Russian, French and Belgian or French and British, in order to promote the insertion of the French banks in the operations of developing the Asian aera of Pacific. They became then involved in the operations of financial engineering that go along the equipment of China; they became partners to the investment companies that took this equipment in charge; and, finally, in France itself, their networks were mobilized to place the issued securities, especially the railways or State loans, from China or from Japan.

The Paris stock exchange opened its doors to oriental securities, even if it lacked the broadth of the business with Russia or Latin America. The whole banking community participated in the oriental money flows, either for the subscription of the capital, either through its credits to Asia-oriented trade firms, on places like Lyon or Marseille. For the circulation of commercial paper between Europe and Asia, the French banks were regularly working with their British or Japanese correspondents, but they relied firmly too on Banque de l'Indochine, their partner settled on several places all around the Asian area of Pacific Ocean. But, in the meanwhile, Banque de l'Indochine became more and more a big colonial bank, reinforced by the intense development of Indochina.
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