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The Challenges of  Sovereign Creditworthiness in 
the 19th Century

• Brokering Capital examines how sovereign borrowers and financial 
intermediaries addressed the challenges of  developing and sustaining 
sovereign creditworthiness from the mid-nineteenth century to the 
early twentieth century.
•Without access to reliable data on the economic performance of  

sovereign borrowers and in the absence of  multilateral institutions to 
enforce repayment or mediate conflicts, how were sovereign governments 
able to continue to borrow in international capital markets even after episodes of  
default?



The Challenges of  Sovereign Creditworthiness in 
the 19th Century

• Nineteenth-century financial markets shaped by information 
asymmetries and monopolies; scarcity of  (reliable and trustworthy) 
information on sovereign borrowers and challenges to coordination 
among financial intermediaries
• Investors used the reputations of  the merchant bankers who issued 

sovereign foreign debt as a proxy to assess sovereign 
creditworthiness
• Merchant bankers faced incentives to monitor sovereign borrowers 

to safeguard their reputations



Credibility Brokerage and Gentlemanly 
Financial Capitalism

• Merchant bankers privileged soft and private information (mostly 
qualitative, not easily collected and reproduced) & assessed its quality 
and reliability according to the creditworthiness and reputation of  its 
provider
•How did merchant bankers ensure access to trustworthy and 

reliable information and knowledge about sovereign borrowers?
• Merchant bankers relied on credibility brokers, actors who shaped the possibility of  

bargains & credible commitments in a scenario of  international power asymmetries 
and uncertainty associated with debt repayment, thus helping make finance global in 
the 19th century



Credibility Brokerage and Gentlemanly 
Financial Capitalism

• Credibility brokers acquired power and influence due to their capacity to shape 
the flows of  public and private information & knowledge between borrowing 
governments and financial intermediaries and to develop trusting 
relationships with key stakeholders such as merchant bankers in London and 
Paris and decision-makers in Argentina and Brazil. 
• Their performance relied on their private capital, including their ability to 

master the signs of  personal creditworthiness, and their capacity to cultivate 
ties and develop (strong and even affective) bonds with key stakeholders.



Credibility Brokerage and Gentlemanly 
Financial Capitalism

• Credibility brokers helped produce a regime of  sovereign creditworthiness supported by 
interpersonal exchanges, soft information, personal judgement and private capital in a world 
shaped by information and power asymmetries & the unpredictability of  the future 
• They did so by addressing the fundamental problems of  trust and uncertainty in 

financial markets, turning themselves into influential albeit inconspicuous pillars of  the 
machinery of  global finance.

• Different types of  credibility brokerage (including gatekeeping and financial 
privateering) shaped by the domestic political economy of  borrowing 
countries, merchant bankers’ business practices, the structure of  international 
capital markets, and credibility brokers’ entrepreneurial profile



Argentina and Brazil/Barings and Rothschilds

• Why Argentina and Brazil?
• Similarities: neighboring sovereign countries since independence in the 1820s; 

the most important sovereign borrowers in Latin America; revenue reliant on 
export duties and excise taxes; and they were not the targets of  foreign 
sanctions or gun-boat diplomacy from creditor nations even though they both 
faced political and financial crises in the 1890s that almost led them to default
• Divergences: Brazil was an empire until 1889, Argentina was a republican 

federation; provinces in Brazil could not borrow abroad until mid-1880s, 
Argentine provinces always enjoyed that prerogative; Brazil did not default, 
Buenos Aires defaulted in the 1820s; Brazil developed a monopolistic 
relationship with the Rothschilds while Argentina favored competition among 
merchant bankers



Argentina and Brazil/Barings and Rothschilds

• Brazil’s long-term relationship with the Rothschilds was not the result of  
strategic decision-making on the part of  the Brazilian government, but a 
consequence of  a Brazilian credibility broker’s capacity to deepen his bonds with 
the Rothschilds while expanding his networks in Europe to shape how the 
Brazilian government was able to approach European capital markets
• Argentina favored competition between merchant banks to increase its 

bargaining power and reduce merchant bankers’ monitoring capacity to continue 
to access foreign capital despite political instability and over-borrowing, and thus 
chose not to invest in a career credibility broker but promoted a model of  
financial sovereignty



A Career 
Credibility 
Broker: 
Baron de 
Penedo

Francisco Ignacio 
Carvalho Moreira,
Baron de Penedo 
(1815-1906)



Barings and Argentina

• Different Argentine administrations chose not to support a career credibility 
broker as this seemed to offer statesmen greater bargaining power in times of  
prosperity and stability;
• however, it also curtailed the government’s negotiating capacity in times of  

heightened uncertainty, such as during the issue of  the 1865 war loan in 
London or the financial crises in 1885 and 1890

• Barings lose its monopoly as issuers of  Argentine loans in the early 1870s, but 
the house learns only in 1876 they don’t have access to trustworthy and reliable 
information in Buenos Aires as they seemed to believe
• They send Nicolas Bouwer to Buenos Aires, who soon develops strong ties 

with the local house of  S.B. Hale & Co.



“It is certainly one 
of  the most 

sumptuous looking 
edifices outside in 

the country.”

A. Bowden Smith to John 
Baring, 23 June 1891, 

TBA. 

Villa Mihanovich, c.1892, Nicolas Bouwer’s 
house in Belgrano, Buenos Aires

32 Grosvernor Gardens



La esfrrtmu. a lo que parece.
SU muñeca robustece

“His passion for the races/is among 
the first.”
He makes sure that at cricket/that he 
finds himself  very high.”
And no one can mess with him/when 
he is biking.”
He challenges the sea in a 
boat/because [he] is always afloat.”
For what it seems, fencing strengthens 
his wrist [muñeca: also ‘doll’].”
And dances through the salons/like 
in the elections.”

Giménez, “Pellegrini Sportsman,” 
Caras y Caretas, Buenos Aires 28 April 
1900, n.82.

Carlos E. J. Pellegrini 
(1846-1906)



A caption below the image reads:
 

“— [Tornquist:] That is what I have been 
saying to London journalists: that is an 

impossible country, where progressive ideas 
cannot prosper.

— [Pellegrini:] Stop fooling yourself, 
Ernesto: there is no more than two men 

there capable of  saving the situation: one is 
you, the other… it is improper for me to tell 

you.”

“Ratificando,” 15 Sept. 1900, Buenos Aires: Caras y
Caretas, n.102. 
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A caption below the image reads:
 

“His game is interested in the premium 
[agio]/but we confess/that don Ernesto is a 

treasure/because he is worth what he 
weighs/when what he weighs is gold.”

Cao, [Ernesto] Tornquist, (“Caricaturas 
Contemporaneas”), Caras y Caretas, Buenos 

Aires 12 May 1900, n.84. 

Su juego, al agio interesa:

pero la gente confiesa

ijue es don Ernesto un tesoro,

porque vale lo que pesa. . ,

cuando lo que posa es oro.



Displacing Credibility Brokerage and the Emergence 
of  Technical Analysis and Economic Indicators

• The Barings crisis led investors to question merchant bankers’ capacity to 
assess sovereign creditworthiness and monitor borrowers
• Argentina capitalizes upon the crisis of  confidence to escape information 

capture by merchant bankers and resorts to numbers and calculations to 
successfully renegotiate the terms of  the 1890 funding loan a couple of  years 
later
• This crisis of  confidence also creates the opportunity for the emergence of  a 

new type of  knowledge brokers—the self-fashioned merchants of  investment, 
financial analysts who promoted collective expectations of  sovereign 
creditworthiness to shape confidence on borrowers’ repayment capacity via 
purportedly scientific investment analyses



Displacing Credibility Brokerage and the Emergence 
of  Technical Analysis and Economic Indicators

• These expectations of  sovereign creditworthiness were underpinned by a 
turn to numbers and economic statistics such as national wealth estimates as 
proxies of  repayment capacity, a move embraced by sovereign borrowers 
who like Argentina and Brazil were eager to reframe narratives of  
creditworthiness following an enduring period of  crisis
• Credibility brokerage was displaced but remained important in times of  

crises, when confidence in numbers was not sufficient to support bargains 
and credible commitments
• These processes set the stage for the continued expansion of  global capital 

by establishing the conditions for a later transformation of  sovereign 
creditworthiness into a seemingly technical exercise in the hands of  
commercial and multilateral banks and credit-rating agencies.
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