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A beggar became a banker: Financial relations between
Switzerland and France and the implications for foreign
policy, from the Belle Epoque to the Phoney war

Christophe Farquet
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ABSTRACT
This paper aims to analyse the changing course of financial relations
between France and Switzerland and their political repercussions from
the Belle Epoque to the beginning of the Second World War. During
this period, a decisive shift occurred: while France was the main lender
of the Swiss Confederation and had clear monetary ascendency over
this country before the war, the latter, because of its neutrality and the
rise of its offshore financial centre, became an important creditor of the
former. This transition started during the hostility and continued until
the 1930s. For instance, the Swiss banking centre played a crucial role
in the stabilisation of the French franc (FF) in 1926, as well as during
the financial preparation for the Second World War. While a few case
studies have dealt with this historical issue, this paper is the first to
examine the impact of this changing course of financial relations over
the long term. It demonstrates that, paradoxically, the French govern-
ment did not profit from its financial ascendency over Switzerland dur-
ing the Belle Epoque, whereas the small Swiss Confederation was able
to reinforce its political and economic position over France because of
credits during the interwar period. The monetary environment, the
internal political situation, and the general goals of both countries’ for-
eign policy explain this difference.
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Introduction

Financial relations between Switzerland and France during the twentieth century were deeply
influenced by the offshore services provided by the Swiss banking centre to French customers.
From the First World War onwards, the Swiss tax haven attracted significant French capital, and
this had a notable economic and political impact on France, as it did during Popular Front and
during the events of 1968. Diplomacy between the two countries was marked by the Swiss elites’
intransigent attitude on the protection of banking secrecy and the mixture of nervousness and
complacency of their French counterpart regarding tax issues. From time to time, affairs erupted
on the public stage—such as in autumn 1932 with the scandal of the Banque commerciale de
Bâle in Paris and, recently, during the banking crisis of 2007–2008. However, despite its huge
scale, tax evasion did not constitute the whole dimension of the financial relations between the
two countries. Monetary issues and international credits and loans, as well as cooperation and
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competition between their financial centres, were also of crucial importance to both Switzerland
and France. From the Belle Epoque to the Second World War, a decisive shift occurred in bilat-
eral relations: Switzerland, which was financially dependent on France during the Belle Epoque
because of its membership in the Latin Monetary Union and its need of foreign loans, became,
with its strong currency, an important creditor of France with its devaluated franc. This shift
started during the war and became pronounced in the mid-1920s, while Switzerland continued
to welcome French capital flight. This transformation had a significant impact on the countries’
political relations. The following pages study the course of these structural changes by placing
the interaction between finance and diplomacy at the core of the analysis.

Beyond its importance for economic history, this article contributes significantly to the under-
standing of Switzerland’s policy towards the great powers before the Second World War and
uncovers an unexplored dimension of the history of France’s international relations. The implications
of this transformation of financial relations on foreign policy have not yet been thoroughly exam-
ined because the narrative of the bilateral relations has been fragmented with different case studies
on each period.1 For Switzerland, the financial connexion with France questions the idea, very often
present in the historiography, that during this period, a German orientation was predominant in
Swiss foreign policy and economic relations.2 While between 1890 and 1910, the Swiss
Confederation exclusively issued its loans abroad in France, between 1922 and 1939, 58.5% of the
amounts of foreign state loans issued on the Swiss market were French, compared to only 11.1%
for Germany.3 Considering the deep political burden of long-term credits during this period, these
figures are cause for reflection. As far as French history is concerned, the article also provide an
interesting insight into the role played by the Swiss offshore centre in French diplomacy and imperi-
alism, which, barring a few pages in Raymond Poidevin’s thesis some fifty years ago, no French his-
torian has analysed.4 While Switzerland was, from the point of view of the great powers, a square in
the international chessboard of Belle Epoque imperialism, it indirectly contributed to the temporary
revival of French financial influence in Eastern European countries at the end of 1920s.

However, this article demonstrates that it is impossible to identify a clear and constant causal
link between the intensity of capital flows and the orientation of foreign relations of the two
countries. In each period from the Belle Epoque to the Great War, the 1920s and the 1930s, the
impact of financial relations on foreign policy was highly variable. Paradoxically, France did not
take full advantage of Switzerland’s financial dependency before the First World War, while the
small Swiss Confederation was clearly able to use its new financial ascendency to strengthen its
position over France beginning in the 1920s. The general foreign policy goals of both countries,
their monetary environment, internal politics, and other economic issues in bilateral relations
such as trade are key factors in explaining this difference. Finance was certainly one of the main
forces profondes in international relations since the Belle Epoque, a point that transnational his-
tory seems to have forgotten in its tendency to edulcorate the economic confrontations between
powers. Affirming this does not mean that foreign loans or credits always indicate submission or
imperialism, as the Swiss historiography seems to claim.5

Business as usual?: The paradoxical French financial ascendency over the Swiss
Confederation during the Belle Epoque

A new phase of banking in Switzerland started during the Belle Epoque, which could be truly
considered the rise of a real financial centre. Despite the first boom during the 1850 s and
1860 s—after the political creation of the modern Confederation and the adoption of a common
currency for the whole country—which soon collapsed in speculative misfortunes, the Swiss
banking centre was surprisingly underdeveloped before the 1890 s by international standards.
Stimulated by the savings of the Swiss people during a period of high economic growth, this
decisive step was characterised this time by the strengthening of commercial banks, patterned
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on a German universal model of banking, and the consolidation of a stable network of regional
establishments, called cantonal banks, benefiting from the guarantee of local states.6 At the same
time, the Swiss financial centre was becoming increasingly internationalised. Besides the growth of
commercial banks’ and industrial multinationals’ investments abroad at the turn of the century,
many foreign bonds and shares were floating on stock markets in Basel, Geneva, and Zurich.
Foreign capitalists were utilising Swiss neutral territory to discreetly conduct business in other parts
of the world or to use financial trust companies to raise money in favour of international consorti-
ums.7 The establishment in the small canton of Glarus of the Franco-German company responsible
for the construction of the immense Berlin–Baghdad railway is an example of imperialist business
conducted through Switzerland.8 At the end of the nineteenth century, foreign banks, including
French banks like Cr�edit Lyonnais, Banque de Paris et des Pays-Bas, and Soci�et�e G�en�erale also
began to establish agencies and branches on Swiss territory.9 Before Switzerland had transformed
into a significant tax haven, its financial centre had already acquired a turntable function in the
financial flows across Europe during the globalisation of the Belle Epoque. In 1913, Switzerland
was likely the country with the largest proportion of foreign investments in the world considering
its population size: its total foreign portfolio would amount to perhaps a quarter of that of France,
a country ten times more populated.10

However, this seemingly tremendous financial expansion of the Swiss banking centre remained
somewhat paradoxical until the war. Considering the high level of investment abroad, Swiss histor-
ians are accustomed to speaking of the rise of Swiss financial imperialism during the Belle Epoque.
Certainly, Switzerland owned a vast amount of interests in some parts of the world, such as
Argentina and Italy. However, next to the fact that Switzerland lacked a strong central state that
supported the capitalist expansion in foreign markets in accordance with the definition of imperial-
ism, this view tends to overestimate the country’s financial strength before the war. Monetarily,
Switzerland was far from being the refuge of stability that it would be from 1914 onwards. On the
contrary, based on the pre-war standard of fixed parity, the Swiss franc was considered a weak cur-
rency. Besides the negative balance of commerce, a trend that would continue after 1918, the lack
of a central bank in Switzerland until 1907, unlike other Western European countries, was a
decisive factor in this situation. The commercial and cantonal banks that were authorised to issue
money were competing among themselves, which possibly led to mismanagement in the control
of the level of the monetary base and weakened the capitalists’ confidence in the value of the
Swiss franc.11 Financially, despite the rise of the Swiss financial centre, the Confederation and the
cantons borrowed massively on foreign markets because of the relatively high interest rates in
Switzerland before the First World War. Thus, they were themselves exposed to imperialist practi-
ces or at least to financial pressure by the great powers during economic and political negotia-
tions. Additionally, Swiss banks were under the strong influence of several foreign financial groups.
The trusts and financial companies were often controlled from abroad, and the management of
big commercial banks was not free from foreign presence. Before the war, Switzerland had already
become a place of intense financial activities within Europe, but this does not mean that the Swiss
banking centre was powerful or emancipated.

At the time, the main financial influence over Switzerland was clearly French. This is the second
paradox that Swiss historians apparently have not been able to solve: according to the prevalent
view, which is relevant, Swiss foreign relations were deeply German orientated before the war.
Germany was the main commercial partner of the Swiss Confederation, and culturally, politically,
and militarily, the Reich had such an ascendency over a large number of the Swiss elite that
France feared the Confederation was becoming an informal member of the Triplice to some
extent.12 However, even if German capitalists closely collaborated with some large commercial
banks, such as the Kreditanstalt, while being deeply involved in the establishment of large electric
financial companies from the mid-1890s onwards,13 Switzerland was undoubtedly dependent on
French finance during the Belle Epoque. Like Belgium and Italy, Switzerland was a member of the
Latin Monetary Union from 1865 and was therefore included in France’s monetary sphere. The
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Swiss franc was de facto pegged to its French counterpart, and their silver coins could freely circu-
late in both countries. This feature put the Confederation in a demand position in front of France
on monetary issues: as the Swiss franc had a tendency to fall under the parity of the French franc,
silver ecus drained across the Western border, forcing the Swiss to negotiate with the French to
recover their coins.14 More significantly, from 1887 onwards, the Swiss Confederation also began
to place state loans on the Parisian market.15 The actual turning point happened later, after the
nationalisation of the railways, which was decided by popular vote in 1898, created a significant
public debt that the Swiss Confederation had to address. While France used the liquidity of its
financial market to increase its influence over indebted European states in need of loans, in the
Balkans, in Italy, and in Russia, the Swiss Confederation became, in relation to its size, another
important client of Parisian finance. Between 1887 and 1911, Swiss state and railway loans of a
cumulated value of 1.5 billion francs were issued in Paris, an amount comparable to that of
Belgium for the same category of bonds.16 However, Belgium was twice as populated as
Switzerland, and its economic and cultural ties with France were much stronger. Switzerland’s
financial dependency on France was evident: in 1910, almost half of the federal and cantonal debts
were likely in the hands of French speculators.17 The Cr�edit Lyonnais and the Banque de Paris et
des Pays-Bas, not the Kreditanstalt or the Bankverein (now Credit Suisse and UBS), had become
the main banking intermediaries for federal loans. Yet, surprisingly, the foreign orientation of the
Confederation seemed to be impervious to French imperialism, alternating between diplomatic
abstention over European political affairs—that is, neutrality de facto dictated not by real choice
but by the smallness of the country—and a clear affinity towards the German Reich.18 The trade
war between France and Switzerland, which erupted in 1893 because of the rise in French protec-
tionism after France’s adoption of the M�eline tariff, deeply disturbed their bilateral relations.
Thereafter, the French government never fully succeeded in counteracting German ascendency
over the Swiss elite despite its massive investments in the country.19 The age of classical imperial-
ism was the heyday of the Confederation’s financial dependency on France. It was also the peak of
German political influence over Switzerland.

There are two main reasons for this situation. Swiss historians have correctly identified the first
one.20 Despite the quantitative importance of the state loans placed in Paris and the membership to
the Latin Monetary Union, the financial dependency of the Swiss Confederation was not comparable
to the subservience of France’s main European clients. Unlike the Balkan countries and Russia,
Switzerland was not obliged to raise money abroad: the Swiss economy was strong enough to fur-
nish the required capital, and the country was not facing a public debt crisis. This was a choice dic-
tated mainly by pure economic calculations. If the Swiss Confederation chose to finance the
nationalisation of the Swiss railways with French money, it was largely because the interest rates
were slightly more attractive in Paris. Considering the scale of the operation, using French market
would save a considerable amount without any apparent financial risk, while simultaneously avoid-
ing further pushing up the price of money inside Switzerland. Similarly, for the French capitalists,
the Swiss bonds were considered a secure and profitable investment, and they were warmly wel-
comed on the Parisian stock market. Caused by the interest rate gap between the two developed
countries—a differential of 0.5% points on average between 1900 and 1910 that was partly due, as
in Germany, to the dynamism of Swiss industries—these international financial operations repre-
sented easy, advantageous economic deals and appeared far from coercive imperialist practices.
However, there was also a second reason for this situation, explained by the foreign policy of
France. The French approach towards Switzerland was not comparable to the clientelist attitude it
had towards the other European nations: France was essentially trying to consolidate the neutrality
of Switzerland in case of war, rather than include Switzerland in its sphere of influence. The political
orientation was one of seduction, not coercion, a trend that was also exemplified when Falli�eres
made an official visit to Switzerland—the first ever by a French President—in August 1910.21 Along
with the pure economic dimension, this diplomatic aim would explain why the French authorities
did not utilise financial leverage to gain political concessions from Switzerland in return for the
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acceptance of the issuance of loans in Paris.22 As the French authorities fearfully contemplated the
Prussian influence over the Swiss elite, and since Switzerland was able to raise money in its home
market, they viewed the financial attractiveness of Paris solely as a means to prudently facilitate their
relations with the Confederation. After the vote in favour of the nationalisation of the railways,
French Foreign Minister Delcass�e, anticipating a deep budgetary crisis in Switzerland, certainly
wished to closely control the opening of the Parisian market to the Confederation, whereas the
French Embassy was contemplating with some satisfaction the diplomatic opportunities created by
the growth of the Swiss public debt.23 However, according to French sources, no political demands
were ever made to the Swiss by the French authorities when a loan was issued in France, and it
appears that only in very few cases did the latter very cautiously contemplate using their financial
power during other economic negotiations with the former.24

Financial ascendency is always a double-edged sword: French financial imperialism during the
Belle Epoque could consolidate alliances, such as with Russia; however, it could also elicit strong
reactions from a dependent country, resulting in the opposite effect. Such was the case with the
Ottoman Empire, which finally joined the Central Powers, although, or perhaps because, France was
its main creditor.25 As Switzerland was not in a position of real subordination towards France, nei-
ther the first situation nor the second occurred in this case. Swiss bankers certainly were not glad to
lose business, and raising money in Paris was also a way for the Confederation to circumvent their
influence over Swiss politics. The foreign loans were contentious, and criticisms were regularly pub-
lished in newspapers or voiced in Parliament. Nevertheless, overall, the political consequences of the
Swiss financial dependency remained minor. Approaching the war, French ascendency clearly
declined. The Latin Monetary Union had already lost a large part of its function because of the
growth of scriptural money, while the creation of the Swiss National Bank in 1907 resulted in further
financial emancipation from France. As far as loans were concerned, the Swiss Confederation ceased
issuing them in Paris from 1911 onwards. This seems to have been mainly due to the increasing
power of Swiss finance over the state, which was reinforced that year by the creation of a quasi-
monopolistic cartel for issuance by the banks, the Syndicat d’�emission des banques suisses.26

Significantly, a shift occurred at the same time in Swiss stock markets: in 1912 and 1913, new
French issues were as numerous as the issues made by France during the whole decade
1901–1911.27 Finally, a third change that announced the course of the countries’ relationship after
the war occurred in the capital flows between Switzerland and France: wary of the rise in succession
duties imposed in France and the anticipated implementation of a progressive income tax, French
capitalists began to hide a significant amount of wealth in Swiss banks from the turn of the cen-
tury.28 Approximately 1.5 billion francs had been stashed in Switzerland before the war, a sum that
was roughly equivalent to the value of the Swiss securities owned by the French. The total interest
in Switzerland thus amounted to perhaps 3 billion, which was a sum equivalent to around 8%, or
more, if one takes into account the direct investments, of France’s total foreign investment.29 There
is no doubt that the Swiss Confederation was one of the European territories in which French capital
was most intensively involved before the war. This was also indicated by the activities of joint
Franco-Swiss financial companies like the Soci�et�e financi�ere franco-suisse and the Soci�et�e franco-
suisse pour l’industrie �electrique, both in Geneva. However, unlike loans granted to Switzerland and
other foreign investments, capital flight strengthened Swiss finance, while destabilising the French
state financially and politically. When the war started, France’s financial ascendency over Switzerland
had thus already nearly ended.

A young girl nourished with blood: The growth of the Swiss Banking Centre during
the first world war and the turning point of the financial diplomacy with France
in 1917

War offered an excellent opportunity for Swiss finance to reinforce its international position.
Capital flight from neighbouring countries increased, Swiss banks replaced their foreign
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competitors in several financial activities that were abolished or reduced by the new regulations
in belligerent countries, Swiss loans and credits were in demand by warring states, and monetary
speculation on depreciated currencies was intense in the Swiss territory.30 Although, as we have
seen, some premises of this development were perceptible before 1914, the Great War trans-
formed Switzerland into a large offshore centre. This was due to the stability of the Swiss franc,
the low taxes, the maintenance of financial deregulation in the Confederation, and banking
secrecy. All these factors were linked to the non-participation in the hostility and the relatively
low increase in public debt between 1914 and 1918. However, the ‘dividends of neutrality’ were
cashed by Swiss banks only several years later, during the 1920s, when Switzerland became a
banking centre for international financial activities in Europe that was much stronger than
Germany and at least as important as France was, due to the marked increase in cross-border
wealth management. As an exporter of capital, Switzerland was hardly affected by the disturban-
ces and the depreciation of wealth in warring countries’ markets, which explains the mitigated
figures of the banking statistics from 1914 to 1918, and even until 1923. Although the nature of
the banking business was quite different between 1940 and 1944 in the shadow of the Axis
powers, the same could be said of the Second World War and the post-war years. During the
twentieth century, the Swiss tax haven was like a young girl nourished with the blood of the
battlefields, profiting from the resulting anaemia of her neighbours, but suffering from several
serious illnesses during her infancy. As they require capital flight from other countries as well as
satisfactory foreign market conditions to replace the money they receive, offshore centres are
always living ‘�a cheval between globalisation and regulation’.31

The first shift in Switzerland’s relations with France occurred in May 1915, when the French
franc started showing obvious signs of weakness and when offshore activities in Swiss territory
proliferated.32 At the time, France and Great Britain were trying to impose on Switzerland the
creation of a Swiss institution supervised by the Entente countries to control trade with the
Central Powers and hinder the re-export of commercial import from their markets through
Switzerland to Germany or Austria. This attempt would lead in September to the formation of
the Soci�et�e suisse de surveillance.33 Yet, financially, Switzerland was also considered a threat by
the Quai d’Orsay, who suspected, not without reason, that the Swiss offshore centre was used
intensively by the Central Powers to speculate against the franc or to sell securities or notes sto-
len from conquered territories. For this reason, from the beginning of 1915, the Swiss banks’
access to the Parisian stock market was restrained.34 The Kreditanstalt’s activities were consid-
ered highly suspicious since it was viewed as a Germanophile bank, more so than the other big-
gest Swiss commercial bank, the Bankverein, which removed its German administrators at the
beginning of the war and whose Francophile manager, Leopold Dubois, regularly pushed French
officials to counteract the economic influence of the Reich over Switzerland.35 Depriving France
of the wealth it needed to support the war while putting pressure on its currency, capital flight
to Switzerland was also considered a major source of difficulties, although French authorities did
almost nothing to hamper the financial haemorrhage until 1917.36 On the other hand, the mon-
etary strength of the neutral country and the deregulation of its financial centre created some
opportunities for France. From the French point of view, the Swiss banking centre appeared to
be as much the cause of problems as an opportunity to solve these problems, and this percep-
tion remained through the century. Credit negotiations between the two countries commenced
at the beginning of 1916. Less than two years of war appeared sufficient to reverse the course
of three decades of financial relations.

The first negotiation action happened in February 1916, when the Bankverein granted 20 mil-
lion to the Bank of France in return for a deposit of silver ecus in its accounts at the Swiss
National Bank.37 Although Swiss bankers had been contemplating a financial operation to sup-
port the French franc for several months, this plan seems to have originated from a survey con-
ducted in Switzerland by Turrettini for the Bank of France at the end of January. Convinced that
a loan would be difficult to issue and would raise similar demands by the Germans, Turrettini,

302 C. FARQUET



the Swiss director of the Banque de Paris et des Pays-Bas, proposed this operation as part of the
Latin Monetary Union.38 The Bankverein was easy to convince, and the deal was concluded at
the end of February.39 Thus, starting in March, the Bank of France sent ecus worth 2 million to
Switzerland every fortnight. However, some Swiss and French financiers were keen on going fur-
ther. At the beginning of June, a group of Swiss banks, led again by the Bankverein, proposed
opening a credit of 50 million Swiss francs to a consortium of French banks acting on behalf of
the Bank of France in order to facilitate the payment of some commercial imports from
Switzerland without weakening the French franc.40 The Bank of France agreed, and the deal was
very discreetly concluded in July, although it was soon revealed in some newspapers.41 The ini-
tial fear became reality two months later: in September, a similar loan under the patronage of
the Kreditanstalt was granted to Germany. Because of the war, Switzerland was transforming
into the ubiquitous financier of its larger neighbours. Nevertheless, one should not overestimate
the significance of this action. Compared to the sizeable amount raised in the United States by
France from mid-1915 onwards, the credit amounted to very little money: the first Franco-British
loan in October 1915 was worth $500 million, of which half was for France, approximately 1.3 bil-
lion francs.42 In reality, Switzerland itself was having difficulty at the time financing the cost of
the mobilisation and the wartime economy. In March 1915, the Confederation had to issue a $15
million loan in the United States (75 million francs).43 A year later, to avoid depriving the
Confederation of the Swiss capital it needed, the Swiss Bankers Association demanded that its
members limit the propaganda for subscription to foreign loans for their clientele after criticism
of the extent of participation in French mobilisation loans.44 The 50 million credit to France was
mainly due to the initiative of private bankers and the participation of central banks. It appeared
to be a single financial action dictated by what was considered at the time only a temporary
fluctuation of the French franc of a little more than one-tenth of its pre-war parity. Affinity
toward the Entente countries played a role, as Dubois’ activism proved, but it would be a stretch
to consider the credit as a real political move by the Swiss elite to rebalance their foreign rela-
tions with warring countries.

The true turning point in the financial diplomacy between the two countries during the war
occurred later, in the second half of 1917, when the value of one FF was under 0.8 Swiss francs.
Although this was a minor depreciation, considering what would follow, for contemporaries
accustomed to the fixed-rate parity of the Belle Epoque, this situation looked dramatic.
Economically, monetary depreciation naturally meant higher prices for imported goods and
devaluation of national wealth, but France, the country par excellence of rentiers and financial
imperialism, also saw it as signalling a deeper political phenomenon: the clearest sign of inter-
national decline. One way to counteract the depreciation of the French franc against Swiss cur-
rency was to build protectionist barriers on the import of luxury goods from Switzerland to
readjust the trade balance. Swiss exports to France increased more than threefold between 1914
and 1917, which resulted in a trade surplus of 157 million Swiss francs during the latter year,
while a deficit of 105 million was recorded during the former year.45 While any product from
Switzerland that could be used for the conflict was in high demand by the French, the import of
Swiss luxury goods, like silk, was considered unnecessary during a time of monetary disturbance
and war. Credits could thus have been a way for the Swiss to lower the quotas imposed by
France on these types of imports by temporarily providing the Swiss francs it needed to buy
them. In May 1917, Switzerland concluded an agreement with the Reich linking loans and trade,
and in September the country supplemented this agreement by creating the Centrale des
Charbons, a parastatal financial institution to furnish credits for the import of coal from
Germany. The Swiss government proposed a credit scheme to the French authorities in June.46

Legitimated by previous agreements with the enemy, while likely profiting as well from the con-
sequences of the Hoffmann scandal, which led to the dismissal of the Swiss Foreign Minister
after he was involved in attempts to negotiate a separate peace between Russia and Germany,
the special delegate of the French Minister of Finance, de Lasteyrie, succeeded in getting
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significant concessions during negotiations with Swiss bankers and the Federal Council that con-
cluded on 29 September in Bern: a credit of 37.5 million Swiss francs was granted by the banks
for the period between October and December, with only 7.5 million of it intended for financing
the import of luxury products.47

Although its implementation had some problems, this agreement provided the framework for
the financial diplomacy between the two countries until the Treaty of Versailles. Governments,
banks, and industries were involved in interwoven trade and financial deals. Along with the
depreciation of the French franc, two factors undoubtedly had a decisive influence on the
intensification of financial negotiation between the two countries from the end of 1917 onwards.
On the one hand, Switzerland was facing a deep social crisis that threatened its political stability,
due in large part to the deterioration of the economic situation because of inflation and difficul-
ties with provision from foreign countries. Credits became increasingly useful tools for the Swiss
negotiators in obtaining commercial concessions. On the other hand, after the Hoffmann scandal
and the entry of the United States into the war, Switzerland also had to adopt a more compliant
attitude with the Allied countries, even if the Swiss government were convinced of their victory
only in the summer of 1918, after the final failure of German offensives in France. Consequently,
the former provisional agreement between France and Switzerland was followed by a new con-
vention concluded on 29 December 1917 and lasting for ten months. According to the conven-
tion, the amount granted by the Swiss banks would now depend on the tonnage that could be
imported to Switzerland, and in June 1918 the Soci�et�e financi�ere suisse, an organisation similar
to the Centrale des Charbons, was created under Dubois’ initiative to coordinate the manage-
ment of credits to the Entente countries.48 Indeed, after unsuccessfully trying to link negotiations
with France during the second part of 1917, Great Britain finally signed a very favourable agree-
ment with the Swiss Confederation on 20 March 1918. According to this agreement, Switzerland
had to provide a maximum of 10 million Swiss francs monthly to avoid restrictions on trade and
secure overseas imports.49 In 1919, currency credits negotiated through official financial agree-
ments amounted to more than 800 million Swiss francs, of which more than 60% was divided
almost equally between Germany and France.50 This was an estimable amount of money,
although Switzerland was no exception among the neutral nations during the war: the sum was
comparable to what the Dutch banks granted to foreign countries with the collaboration of the
central bank for financing trade until the armistice.51 Credits became one of the main weapons
for Switzerland and other neutral countries. They mitigated the Blockade policies of the
European warring countries, even if the significance of financial compensations was not exactly
the same for each economic partner: while for France, trade and financial relations with
Switzerland were of real importance, in London, the granting of credit was seen, above all, as a
political gesture expected from the Swiss Confederation as its ruling circles had been viewed by
English diplomats as excessively Germanophile during the war.

However, unlike what would happen during the second post-war period, the financial weapon
lost its importance after the armistice among negotiations with the Allied powers. Amid acute
budgetary difficulties of the Confederation, the Swiss ruling circles were reluctant to grant new
foreign credits, and the United States, which now led the economic negotiations with neutral
countries, did not need Swiss money after the war. On the contrary, to finance its public debt,
the Confederation issued four loans in America between 1919 and 1924. Considering the geo-
strategic importance of having a stable and prosperous Switzerland in the middle of Europe
while Germany, Austria, and Italy were facing revolutionary turmoil, Great Britain also stopped
asking for financial contributions. However, for a short period, France was still of an opposite
mind for political and economic reasons: in Paris, neutral financial centres such as Switzerland
and Holland were seen as war profiteers that had a moral duty to help France recover from the
damages of fighting.52 In January 1919, during negotiations between Switzerland and the Allied
powers in Washington, France secured an article that opened the door to further credits.53 After
bilateral discussions in March and July, the Swiss offered a small credit line of 30 million Swiss
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francs to the French Treasury against some measures of economic liberalisation.54 Contrary to
the radical transformation of the economic system that would occur after the Second World War,
it is likely that the mirage of a rapid return to pre-war liberal order, thanks to German reparation,
mitigated French demands on Swiss finance after the Great War. Nonetheless, France remained
the villain for Swiss finance for a few years, refusing, for instance, equality of treatment to neu-
trals on some financial clauses of peace treaties and suspecting, with reason, Switzerland of
receiving large amounts of evaded capital from Germany. At the same time, Swiss rulers accused
the French of hindering the reestablishment of the gold standard because of their policy of
strength against the losers of war. Hyperinflation in Germany would be very costly for Swiss
investors because of the extent of their interests in this country, but the fault of monetary distur-
bances was often placed on France and its reparations policy.55

A little help from our neutral friends: The discreet role of Swiss bankers in the
stabilisation of the France from 1926 to 1928

European post-war inflation, even more than the war itself, was decisive in the emancipation of
Swiss finance. Because of the dramatic hike in taxes and the rapid depreciation of currencies in
former warring countries, amid an acute political crisis, huge amounts of money were moved
from neighbouring countries to Switzerland between the armistice and the first part of the
1920s, more than during the years of the conflict. Trusts, holdings, and domiciled companies
also proliferated in the Swiss Confederation to avoid taxes and regulations in the capital owners’
home countries. Some 8 billion Swiss francs came into Switzerland from 1914 onwards, predom-
inantly from a few countries, namely Germany, France, and, to a lesser extent, Austria, Italy, and
Belgium, whose currencies were now severely depreciated against the Swiss franc. At the end of
1921, German capital hidden in Switzerland amounted to more than half of all the money depos-
ited in the seven biggest Berlin banks.56 Although no comprehensive estimates have been found
in the archives, the French money that moved to Switzerland was also a substantial amount; per-
haps 2 or 3 billion Swiss francs were added to the wealth that had already been stashed in the
Swiss Confederation during the decade before the war.57 Capital flight from France intensified
from the second half of 1924 until the summer of 1926, when, as demonstrated by Jean-No€el
Jeanneney, the Cartel of the Left (Cartel des gauches) was facing distrust towards its financial
policy from the ‘mur d’argent’, the French nickname used at the time to characterise the oppos-
ition of capital owners.58 However, even after the return to power of Raymond Poincar�e in July
1926 and the stabilisation of the French franc at one-fifth of its pre-war value against the dollar
and the Swiss franc, Swiss banks remained attractive to French clientele, at least for avoiding tax-
ation at source on coupons. In 1930, approximately 29.3 billion Swiss francs (146 billion FF) were
administered by Swiss banks, almost four times more than before the war; French capitalists,
along with the Germans, remained the best customers of the Swiss tax haven.59 With ‘a banking
system carefully designed to be a gigantic conspiracy against the fiscal authorities of other coun-
tries’, according to an expert at the Bank of England,60 wealth management was obviously the
new raison d’être of the Swiss financial centre. Because of this, Switzerland could position itself
during the second half of the 1920s as one of the four main creditors of other European coun-
tries, with Great Britain and the Netherlands, behind the United States.61

Considering the huge amount of imported capital, the Swiss could have been concerned
about being under deep foreign influence. Indeed, at the end of the war, all the great powers
were planning a financial expansion on Swiss territory, for instance, by the implementation of
bank branches. Not without reason, the Quai d’Orsay was worried about a possible penetration
of German industrialists’ interests into the Swiss economy.62 However, no such threat material-
ised. Soon, the financial disturbances and monetary depreciations weakened the foreign capital-
ists’ attempts to assume influential positions on the Swiss market. Unlike what had happened
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during the Belle Epoque, it was not the imperialistic capital that was strategically placed in
Switzerland after the war, but the money of fearful wealthy owners trying to find safe refuge.
Still, the Swiss capitalists utilised this situation to get rid of foreign competitors. Very few foreign
banks were authorised to implement new branches in Switzerland, and as early as 1919, the
Confederation built a legal protectionist barrier to hinder the foreign capitalists’ influence in
Swiss limited companies: their boards would have to be imperatively composed of a majority of
Swiss citizens.63 While Switzerland and its banking secrecy appeared to be one of the last
remaining havens of the Belle Epoque’s financial liberalism for the European bourgeoisie, the
country transformed itself into an Alpine fortress so that foreign competitors could not profit
from its new competitive advantages. Released from the threat of French and German imperial-
ism, the Swiss offshore centre now had significant influence over the policies of European coun-
tries. During the 1920s, Switzerland led tax competition in Europe, contributing to the decline of
progressive tax rates in other countries at the end of the decade. As a significant creditor, the
Swiss financial centre took part in the temporary reestablishment of the gold standard at the
end of the decade based on the reflux of capital into former inflationary countries, often acting
closely with the Bank of England, although its contribution to the international stabilisation loans
remained much lower than those of Great Britain and the United States.64 Simultaneously, the Swiss
Bankers Association, the Swiss National Bank, the government, and diplomats cooperated more
closely than they had before the war in a kind of liberal corporatism to protect Swiss investments
abroad and coordinate foreign policy and financial relations.65 If this was not the rise of Swiss
imperialism, the exported capital being placed mostly in large countries during the interwar years, it
was at least a new phase of affirmation of financial diplomacy for the Confederation.

Nothing demonstrates the change in the international position of Swiss finance between the
pre-war years and the 1920s more clearly than its relations with France. As Pierre Guillen ana-
lysed thirty-five years ago using French diplomatic sources, the Swiss financial centre, with its
Dutch counterpart, significantly contributed to the stabilisation of the franc in 1926. Whereas
Switzerland had to find the money for state loans in Paris and negotiate its monetary stability
with France until the end of the Belle Epoque, the relationship was now the exact opposite.
Indeed, after having refused to grant credits to the French state from 1923 onwards, Swiss bank-
ers agreed to issue loans for public railway companies as soon as the national union government
led by Poincar�e came to power in July 1926, thus stimulating the return of capital to France and
helping halt the collapse of the franc.66 While serious contention on foreign policies—the Ruhr
occupation, for instance—with the former French government in 1923–1924 hindered such a
financial move, the Swiss bankers were also reluctant to lend money to the Cartel of the Left in
1924–1926, insisting at the beginning of 1925 on the lack of confidence among French and for-
eign capitalists in the economic programme of this coalition, as well as criticising the attempt
made at the time to establish a cooperation against tax evasion at the League of Nations that
threatened banking secrecy.67 By welcoming French capital during the Cartel coalition while clos-
ing the door to credits, Switzerland aggravated the monetary crisis that would bring down the
left-wing coalition; it then consolidated the economic restoration conducted by Poincar�e with
loans partly subscribed by French capital formerly exported into the Swiss Confederation.68 In
September 1926, the first long-term loan of 60 million Swiss francs (300 million FF) for the
French State Railways (Chemins de fer de l’Etat français) was issued in Switzerland under the
patronage of the Kreditanstalt. Approximately 2.4 billion FF in total was lent to the French state
through different long-term loans to the French railway companies by Swiss and Dutch financial
centres between the summers of 1926 and 1927. This was almost the equivalent of the sum of
all the European tranches of the Dawes loan in 1924.69 Certainly, from a strictly national point of
view, this process was somewhat absurd: Switzerland was in a sense the money doctor that bled
France before administering it a transfusion of the same blood. However, the neighbouring pres-
ence of the Swiss tax haven was, on this occasion, most attractive, not only economically but
also politically, to the French bourgeoisie. For the first time in the twentieth century, Switzerland
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became a sort of protector of financial conservatism for France. Despite the need to balance the
budget, the Poincar�e government immediately began in summer 1926 with tax cuts on high
incomes, which would align the French fiscal system with the practices of the Swiss tax haven to
reinforce capitalists’ confidence.70

It could be argued that the loans granted by Switzerland and the Netherlands were small
compared to the major flow of wealth and investments that came back to the country from
summer 1926 onwards, and that therefore France did not need these credits to stabilise its cur-
rency. Indeed, as soon as Poincar�e’s government came to power, the import of capital to France
became tremendous: after a few months, at the end of 1926, the franc was already de facto sta-
bilised. Until the eruption of the European banking crisis in 1931, more than 50 billion FF were
imported to France, approximately the same amount as the outflows between 1921 and 1926.
The Bank of France’s reserves were full of foreign currencies at the end of the decade, before
the central bank converted them into gold.71 Paradoxically, the under-evaluated franc would
become one of the strongest currencies in the world from 1928 onwards. Compared to these
huge inflows of capital, Swiss credits seem almost anecdotal, as during the war. However, this
argument, which could also be used for the Dawes loan in Germany, misunderstands the polit-
ical importance of the credits in neutral countries. In the summer of 1926, no French politicians
expected monetary stabilisation to be so easily achieved. Under pressure from the so-called reva-
luationists, like François de Wendel or Edouard de Rothschild, who wanted the franc to approach
as near as possible its pre-war rate, the government hesitated to fix the new exchange rate at a
much higher level, which would have demanded greater financial effort.72 Yet, at the time, help
from foreign banking centres, usually a prerequisite for monetary stabilisation after inflation in
Europe during the 1920s, was a contentious issue in France, especially for this very same nation-
alist revaluationists, because the government’s options were very costly. The British and
American financial markets were closed to the French for loans until France ratified its agree-
ments on war debts signed by the former coalition, which it refused to do until summer 1929.73

Foreign Minister Aristide Briand was contemplating another plan: to find money in Germany by
a commercialisation of the reparations debt. On 17 September 1926, during a three-and-a-half-
hour discussion with Stresemann in the small village of Thoiry near the Genevan border, a sur-
prisingly ambitious plan emerged: Jacques Bari�ety shows that to get slightly more than 6 billion
FF, Briand was ready to consider the immediate return of the Saar to the Reich, the demilitarisa-
tion of the Rhineland in one year, and the end of Allied direct control on disarmament, abandon-
ing almost all French military goals towards Germany.74 If one of these two schemes had been
adopted, the payment of war debts or the Thoiry plan, international relations in Europe would
have dramatically changed during the 1920s.

Despite some hesitation, it was clear that the more modest, neutral option was undoubtedly
the best one for the nationalistic Poincar�e, who was reluctant to place France under British and
American financial dependency or German patronage. In summer 1926, just a few days after the
creation of the new cabinet, when the director of the Kreditanstalt, Rudolf Bindschedler, pro-
posed to the director of the Mouvement g�en�eral des fonds (French Treasury) Cl�ement Moret, to
issue a loan in Switzerland, the French authorities immediately supported him.75 The Swiss francs
received by France were used to rebuy the silver ecus exported to Switzerland because of the
depreciation of the French currency, according to the convention signed on 9 December 1921
by the members of the Latin Monetary Union.76 Then, what was called the strategy of small
packages in France was started: the issuance of a series of loans for French public railway com-
panies in neutral countries until the beginning of the 1930s.77 The success of the first loan in
September, as well as the following ones, could be publicly presented as proof of the new credit
that France enjoyed in international financial markets, and it boosted the confidence of French
and foreign capitalists: the high number of subscriptions in neutral countries was a sort of pleb-
iscite given by international finance after a decade of monetary disturbances.78 Although the
ascendency of the Swiss banking centre was only a marginal cost on the chessboard of
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international politics for France, Switzerland utilised its new financial position to the greatest
extent. For Swiss capitalists, the loans were primarily very good business: a 7% interest rate was
common during the second half of the 1920s, while the average interest rate of the Swiss loans
issued in Paris during the Belle Epoque had been 3.5%. However, as far as Swiss banks were con-
cerned, the loans also had a deeper political significance. These loans provided them with the
highest reputation among French ruling circles, although at the time they were still managing a
huge amount of illicit evaded capital from France and were investing much more on the
German market, sometimes using French capital.79 Following a strategy of rehabilitation that had
started at the end of the war, after having been accused of Germanophile tendencies during the
conflict, the Kreditanstalt led French issuances.80 Yet, this bank ended the 1920s as perhaps the
largest manager of international wealth on the European continent, with a huge administered
portfolio of 26 billion FF in 1930, and as one of Germany’s main private European creditors.81 In
a sense, the loans to France could be considered the financial side of the balanced foreign policy
among European powers that the Swiss Confederation pursued during the Golden Twenties.82

Business as usual?: The paradoxical Swiss financial ascendency over France during
the 1930s

At the end of the 1920s, the Swiss banking centre was contributing in several ways to the revival
of German power, but it was also acting through the loans, perhaps unintentionally, as an indir-
ect supporter of the revival of French financial diplomacy in Eastern Europe.83 From 1929 to
1933, the previous ‘imperialism of the poor’, an expression used by Georges-Henri Soutou to
characterise France’s foreign policy during the 1920s,84 became a bit richer because of monetary
stability and relied, as during the Belle Epoque, on credits. Beyond this general financial frame-
work, each negotiation was an opportunity for Switzerland to gain economic concessions from
France. Yet, contrary to what had happened between 1890 and 1910, Swiss banks, industries,
diplomats, and the national bank worked together to use the financial weapon against France
during the second half of the 1920s. The close relationships among the diverse components of
Swiss financial capitalism and their integration in the decision-making process in foreign politics
encouraged such a strategy. At the same time, the political opposition in Switzerland also
induced it. The export of capital was a contentious issue: Socialist and agrarian deputies found
common ground in financial nationalism, and in parliamentary debates they deplored the fact
that international finance was depriving the Swiss economy of the investments it needed and
was pushing up interest rates, although the cost of money in the country was now one of the
lowest in Europe. Consequently, in 1925–1927, the commercial banks and the Swiss National
Bank adopted a modus vivendi that allowed the authorities to supervise the issuance of foreign
loans.85 Linking credits with commercial selling and other economic deals became common prac-
tice in negotiations with foreign states in need of the abundant liquidity the Swiss financial
centre possessed towards the end of the 1920s, thanks partly to the influx of capital from the
very same countries. France also had to pay this price for long-term loans in a monetary environ-
ment that was much more febrile than the one during the Belle Epoque despite the attempt to
rebuild the gold standard in Europe. While credits were essentially used as a defensive tool
against blockade policies during wartime in negotiations in which Switzerland was often in the
demand position, they looked much more like offensive weapons during the second half of the
1920s.86 Ultimately, the beggar took the place of the banker, and vice versa. The liquidation of
the Latin Monetary Union, which had been no more than a set of agreements to assess the con-
dition in which metallic currencies would be repatriated from one country to another during the
last decade, occurred on 31 December 1926. This was a formal political sign of the definitive end
of the pre-war era of French monetary ascendency over Switzerland.87
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At first sight, this situation seemed to be short-lived. With plenty of gold and foreign curren-
cies, and experiencing a period of cheap money, France would be less in need of Swiss loans
after the de jure stabilisation of the franc in 1928.88 From summer 1930 onwards, it started to
reimburse the loans. However, French financial dependency had not completely ended for two
reasons. Firstly, a substantial part of the sums of the loans was converted rather than repaid in
order to maintain contact with the Swiss banks, since this could have been of use in the future.89

Sources prove that these loans were seen as being politically important for French rulers, and
although Swiss banks were in a less ascendant financial position at beginning of the 1930s than
in 1926 because of the significant impact of the German banking crisis, these operations also
remained very fruitful for them for this political reason. How much influence credits had on the
maintenance of banking secrecy and offshore businesses is hard to assess. After the monetary
stabilisation of 1926, pressures against the Swiss tax haven remained low for a full decade.
Certainly, in autumn 1932, during the second Cartel of the Left, a scandal erupted in Paris after
the police investigated an illegal office held in a hotel by one of the major commercial banks,
the Banque commerciale de Bâle, to serve its French clients, following a common practice of the
Swiss offshore centre. Nevertheless, although it involved more than one thousand taxpayers and
some 550 million FF of illegal exported capital, the scandal was soon stifled in tortuous judicial
procedure.90 It is perhaps significant that the Kreditanstalt and the Bankverein were not investi-
gated the way the Banque commerciale was, although French authorities were perfectly aware
that they were conducting business with their clientele on the French market in the same man-
ner.91 Interestingly, because of the scandal, in December 1932 the Kreditanstalt threatened to
cancel the issuance of a conversion loan of the Alsace and Lorraine Railways (Chemins de fer
d’Alsace et de Lorraine), which certainly had some impact on the lenient attitude of the French
authorities.92 Secondly, the way France chose to reimburse a part of the loans had serious conse-
quences when the outflow of money started again and the railway companies experienced
renewed financial troubles. From 1933 onwards, as the French state asked Swiss and Dutch
banks to grant short-term credits to facilitate the reimbursement, the railway companies found
themselves in an aggravated dependency to their creditors, being unable to repay the loans and
having to ask for a prolongation of the date of payment of the credits.93

That same year, at the London Conference, everything proceeded as if the Latin Monetary
Union would be revived. Against the British and American devaluationists and the German and
East European autarkists, France, Belgium, Italy, and Switzerland, this time along with the
Netherlands and Poland, decided to maintain the sacred triangle of the gold exchange standard:
deregulation of capital flows, financial orthodoxy, and monetary stability. In July in Paris, in the
aftermath of the conference, these countries created the so-called Gold Bloc.94 However, this
was far from a renewal of the French monetary ascendency of the Belle Epoque for Franco-Swiss
relations. After a brief period of capital inflow in 1934, which followed the creation of the
National Union Government led by Doumergue after the events of 6 February, the problems of
the early 1920s soon reappeared in France.95 Capital flight became endemic after the devalu-
ation of the Belgian franc in March 1935, and there was then massive capital outflow with the
advent of the Popular Front: the Bank of France estimated in 1938 that the invisible capital out-
flow from France was approximately 72.5 billion FF in 1935–1937.96 Thanks to the immense accu-
mulation of gold reserve from 1931, which was facilitated by the capital inflow into the tax
haven, the Swiss National Bank was in a more comfortable position to defend the Swiss franc.
Certainly, even if political voices against the economic cost of monetary stability and austerity
increased from 1935 onwards in Switzerland, it was the French decision to devaluate the franc
on 25 September 1936 that precipitated the choice of the Swiss government to follow this
course the next day, before the Dutch did the same.97 With the adherence of the Confederation
to the tripartite agreement signed by France, the United Kingdom, and the United States, a mon-
etary cooperation formally remained in place. Nevertheless, this echo of the pre-war monetary
union was in fact a mirage, which was confirmed by two other devaluations of the French franc
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before the war, without Switzerland copying its neighbour’s policy on these occasions. On the
contrary, Switzerland experienced a new phase of easy money due to capital inflow and repatria-
tions after the devaluation.98

Despite the singular 30% devaluation of the Swiss franc, 1936–1939 looked somewhat like a
revival of the period between 1924 and 1927 for Franco-Swiss financial relations. During the
Popular Front, Switzerland hosted a significant proportion of French capital flight. Possibly 4 bil-
lion Swiss francs, that is, one-third of the wealth that went out of the country, were stashed in
Switzerland from 1935 onwards, before a large part of the capital, perhaps half of it, was re-
exported on the US market under the Swiss flag.99 The French capital owners thus benefitted
from the protection of Swiss banking secrecy and the distance from European political disturban-
ces. The new circular flows of money explain why Switzerland became the second-largest foreign
buyer of US securities, behind the United Kingdom, at the end of the 1930s.100 Nevertheless, as
with the Cartel of the Left, Swiss bankers remained reticent to grant loans to the Blum-Auriol
Ministry. In February 1937, the Kreditanstalt and the Bankverein were only keen on offering a
short-term credit of 100 million Swiss francs, with very unfavourable conditions, which would
have temporarily helped the budget but would certainly have had the opposite effect on confi-
dence. The French government refused the offer.101 Like a decade back, the Swiss financial
centre had no revolving door on the French borders when the left was in power: it welcomed
the capital, closed the entrance, and let it fly through a back door across the pond. There is no
doubt that this contributed to the financial difficulties of the French state. Yet, after Blum was
defeated by the parliament on 29 June 1937 in its attempt to gain full power to proceed
towards financial recovery, the Swiss commercial banks started new negotiations for a credit
under the more moderate government of Camille Chautemps.102 The negotiations concluded in
October 1937 with the decision to issue a two-year loan of 200 million Swiss francs for the
Grands R�eseaux des Chemins de fer français (1.3 billion FF) that would be consolidated through
a six-year loan in Switzerland and the Netherlands in June 1939. Everything proceeded as though
the new government had again accomplished Poincar�e’s 1926 tour de force. Ironically, one of
the main concessions France had to offer to the Swiss in these negotiations was the signature of
a double taxation agreement without exchange of information on tax evasion, thus maintaining
the banking secrecy that was criticised by the former coalition while giving tax advantages to
Swiss investments on the French market.103 The structural function of the Swiss offshore centre
for financial liberalisation and its role in tax competition was once more in force: by the eco-
nomic and political disturbances it created, the capital flight obliged France to eliminate the
regulation it was escaping in the hope of facilitating its repatriation. During the 1960s, a famous
French economist called this trick the ‘capitalists’ blackmail’, comparing it to a general strike of
workers.104 If the expatriation of the ‘mur d’argent’ was not a coherent strategy decided by the
bourgeoisie as a whole but more akin to small and big stones being thrown out of the country
individually, the impact of the desertion of capital on the French economy was surely as disrup-
tive as social movements.

However, the monetary miracle did not happen this time as it did in 1926. The political shift
in the summer of 1937 was not pronounced enough to regain the full confidence of capital own-
ers. It was not before November 1938 that a massive amount of the wealth came back to
France. The economic reform led by Paul Reynaud, associating financial orthodoxy with the
increase in working time, was the decisive turn: approximately 25 billion FF came back to the
country by September 1939.105 Neutral banks accompanied the trend. The financial contribution
of the Dutch and Swiss markets to the French state before the beginning of the war was more
critical than it was in 1926–1927. After lending short-term credits to the railways and the
Treasury from October 1937 onwards, they issued three large long- and mid-term loans in favour
of the French state between January and June 1939 in order to consolidate these credits as well
as former loans issued to the railways between 1924 and 1932, amounting in total to 8.4 billion
FF.106 Deeply involved in the financing of French railway companies from 1932, sometimes using
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German capital,107 the Jewish bank Mendelssohn in Amsterdam, more than the Kreditanstalt and
the Bankverein, was now the leader of these operations, profiting from the reticent attitude
Swiss financial centre had in 1935–1937.108 For Swiss banks, in possession once more of huge
liquidities due to capital inflow, notably from France, the loans were, above all, opportunities for
fruitful foreign investments while access to the majority of the European markets was restrained
due to financial autarky. However, Swiss bankers admitted this assistance was not devoid of a
political dimension, as it consolidated the budgetary situation of France and as such indirectly
participated in its rearmament, while inducing an economic rapprochement between the two
countries.109 Both governments and central banks were also closely involved in these financial
negotiations. In reality, there is no doubt that French loans were supporting Switzerland’s neutral
policy, as they had during the second half of the 1920s. Before the war, the desire to balance
the relations between powers was schematically characterised by a diplomatic appeasement
towards the Axis countries, exemplified in the distancing of the League of Nations, and by a
commercial and financial rapprochement with France, Great Britain, and the United States, stimu-
lated by the fear of Nazi Germany and the anticipation of the economic difficulties of the war.110

In welcoming capital flight from 1935–1937, Switzerland had surely increased the ‘price of
rearmament’, to borrow from the title of Robert Frank’s book on the economic preparation for
war in France, but it also contributed to the financial recovery in 1938–1939 with its credits.111

However, one final point should be not be forgotten: many capitalists who placed their money
in France during the year before the war were likely still betting, following the Munich
Conference, on the persistence of an appeasement policy by Daladier’s government. Based on
this view, the loans granted by the Swiss banks should not be considered as a sort of financial
support against the Nazis.

At the end of this survey of fifty years of history of financial relations, two general historical
observations come to mind—one about Switzerland, the other about France—which could pro-
vide food for thought beyond the narrow circle of experts on this specific topic. First, by offering
a narrative of bilateral relations over the long run, which is rare in the modern history of Swiss
foreign policy, this article has indicated how to weigh more carefully the international position
of this country. The multiplication of precise case studies during recent years has prevented his-
torians from questioning the overall pattern of Switzerland’s foreign relations and its evolution
over the twentieth century, while broad, often oversimplistic, and static interpretations of the
German affinities of Swiss elites or imperialism are, explicitly or implicitly, still widely admitted.
This article has proposed a nuanced perspective that insists on the changes of Switzerland’s
international position during this half century without granting credits on myths about
Confederation’s sacred neutrality or misrepresenting the reality of Swiss capitalism. Second, in
addition to demonstrating the interest of the history of relations with small neutral countries,
which receive little treatment in French historiography, this study should remind French histori-
ans of the extent to which, at least during the period considered here, finance was a key compo-
nent of France’s foreign relations, although its impact was sometimes paradoxical. It is not
enough to make hagiographical accounts of the pioneering work on financial diplomacy of the
French historical school of international relations without integrating their results in recent stud-
ies112: even cultural approaches could not avoid taking into account the fact that currency rate
was one of the most crucial factors in determining foreign policies, a fact that also had much to
do with discourses and representations of European elites during the gold standard era.

What happened next between Switzerland and France? During the Phoney war, credits would
once again find themselves on the negotiating table between Switzerland and the Allied coun-
tries. Swiss banks and the British government discussed a credit scheme in parallel to the nego-
tiations of the war trade agreement between France, Great Britain, and Switzerland in April 1940.
It would never be put in force: the defeat of France temporarily reversed the pattern of financial
relations. In August 1940, strongly incited to demonstrate its usefulness within the new order
that appeared to emerge in Europe, the Swiss state granted its first clearing loans to Italy and
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Germany. The former received 200 million Swiss francs, part of which was in the form of a cur-
rency advance provided by private banks, whereas the latter only received, at the time, a state
credit of 150 million Swiss francs, which was extended in the following year to a much higher
amount of 850 million Swiss francs. Despite the great wealth it had in the United States, which
was blocked from June 1941 onwards, Switzerland transformed itself into the privileged offshore
centre for Axis powers. However, a new shift would occur at the end of the war. While the Swiss
economy was now attempting to integrate into the capitalist sphere dominated by the United
States, Swiss loans granted to victor countries played a decisive role in international negotiation
once again. These after-war negotiations are already well-known, but astonishingly, what hap-
pened during the interval, between Vichy and the Confederation from 1940 to 1944, remains
unclear. This interlude of Franco–Swiss relations appears as a black hole, and its history must be
written almost in its entirety.113
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