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Financing the
French Panama Canal

A Portfolio
By Joaquin Gil del Real

Introduction

p ANAMA IS GEOGRAPHICALLY ONE OF THE MOST
strategic regions on earth. Because of this, she has been a prize for
competing global interests for the past five millenia. Almost as long,
the creation of a short sea route connecting the Atlantic and Pacific

Oceans has been the dream of governments, financiers and commoners alike.
Eventually the United States government stepped forward with money,
materiel and manpower to complete the Canal,
thus securing for this country its seat at the
table of global power. Before then, however,
the venture already had a long history, so it's
not surprising that a chronicling of the financ-
ing of that dream's eventual realization would
be of genuine interest to a broad cross-section
of paper money and scrip collectors from
Panama to the States to Europe and the Far
East.

Leslie M. Shaw, United States Secretary of the
Treasury, signing the check purchasing French Canal
assets in Panama and putting the United States gov-
ernment in the Panama Canal building business.

The Isthmus of Panama is a narrow,
curved strip of land going east to west, cover-
ing 29,157 square miles. It is bordered on the
north by the Caribbean Sea and on the south
by the Pacific Ocean. The coastline extends
some 720 miles in the north and 1050 miles in
the south. In the west it is bordered by Costa
Rica and in the east by Colombia. Width
ranges from 50 miles to 150. Average rainfall
May to December ranges between 60-110
inches in the Caribbean coast and 45 —90 inch-
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Treasury Warrant of the United States
Treasury for $40,000,000 to J.P.
Morgan Special Disbursing Agent for
purchase of Panama French Canal
assets, signed by Leslie M. Shaw,
Secretary of the Treasury, May 9,
1904. This is the warrant Shaw is
shown signing on the previous page.

Ferdinand de Lesseps
1805-1894

es in the Pacific. It is hot, humid and quite tropical. 1 Known primarily for its
Canal, most people are surprised to learn that the Canal does not lie east to
west, but rather northwest to southeast.

The Isthmus was first explored by Rodrigo de Bastidas in 1501.
Columbus landed on the north coast the following year. On September 25th,
1513, Vasco Nunez de Balboa discovered the Pacific Ocean, and in his report
to King Ferdinand he recommended a fortified trail from ocean to ocean. He
added as an afterthought that one Alvaro de Saavedra, who made the crossing
with him, had suggested that a strait connecting the two oceans should be
sought. 2

In 1527 Hernando de la Serna and Pablo Corzo explored the Chagres
River. The following year Antonio de Galvao and Francisco Lopez de

Gomara named the Ithmus of Tehuantepec, Nicaragua and Panama as
sites for the construction of an interoceanic canal. 3 There would

be many more references regarding a canal.
It would be more than three centuries, however, before

advances in science and technology would make thoughts
of an interoceanic canal more than a dream.
Unprecedented advances were shrinking the globe.
The first transatlantic cable was inaugurated on July
28, 1858; the first transcontinental cable on October
25, 1861. The first safety elevator had been invent-
ed by Otis in 1853, and the Gatling gun in 1862.

Great engineering prowess had been accom-
plished. The transcontinental railroad in the
United States was completed on May 10, 1869.
The Suez Canal was inaugurated in November of
the same year, and in December of the following
year a seven mile tunnel cut through the Alps con-
necting Switzerland and France. 4 What else of

such grandeur was left?

Count Ferdinand de Lesseps:
Man of Vision - Man of Action

By the last quarter of the 19th Century, geography
was the fashion, and the Societe de Geographic de Paris was a

favorite meeting place for the men of position. In summer of
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Figure A. Founders Share:
yellow/brown, 9,000 issued,
270 mm 327 mm.

1875 at an international congress held under the patronage of the Societe,
interest in an interoceanic canal across Central America was manifested. The
speaker was Ferdinand de Lesseps, conqueror of Suez and France's "National
Hero." He declared that two issues on this matter needed to be solved. First:
to determine what was the best route; and second: what type of canal, sea level
or with locks. Several explorers presented their experiences and reports were
presented on American expeditions to Nicaragua. Since 1870, the United
States had surveyed both Nicaragua and Panama, and had preferred the
Nicaraguan route. 5

In 1875 Ferdinand de Lesseps was 75 years old, in good health and great-
ly admired. The Suez Canal in which he had been instrumental had been
financed by France (through thousands of small investors) and Egypt. The
Frenchman was neither an engineer nor a financier, but was the driving spirit
of the enterprise. Upon completion, he occupied the position of Chairman and
President of the Suez Canal Company. Referred to as "The Great
Frenchman," he was thought to be able to accomplish anything.

Within several years, England, guided by the Rothschild Banking house,
acquired financial control of the Suez Canal, thereby protecting its overseas
empire in the East. De Lesseps, although still head of the company, saw his
influence greatly reduced. His "enterprise," the pride of the French people,
had suddenly become British. 6

During this period the American Interoceanic Canal Commission pub-
lished its decision of favoring a canal in Nicaragua. Panama was barely men-
tioned. Shortly thereafter, the Societe Geographic announced it would spon-
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sor an International Congress so as to evaluate the building of a Central
American canal. 7 Concurrently the Turr Syndicate was formed, whose official
title was Societe Civile Internationale du Canal Interoceanique du Darien. It
was a small syndicate that included well known figures, strictly for profit and
made itself available to the Societe for exploration, survey and all matters perti-
nent to the consideration of the canal. Lieutenants Lucien Napoleon
Bonaparte Wyse and Armand Reclus were dispatched to survey a possible route
in Panama for a canal. While there, Wyse went to Bogota and negotiated a
concession from the Colombian government. Their so-called survey was no
more than a perfunctory exercise, and what was presented to De Lesseps in
Paris was a sea level canal that basically followed the route occupied by the
Panama Rail Road. 8

The Congress International d'Etudes du Canal Interoceanique convened
in Paris in May of 1879 hosting leading engineers, explorers, economists and
naval officers, in all some 136 delegates. All the invitations had been personally
issued by De Lesseps himself, so not surprisingly it was heavy with Frenchmen
who numbered 73. The most important committee, the Technical Committee,
was personally chaired by De Lesseps himself, and of the 52 delegates assigned
to it more than half were French.

To make matters short and clear, it was a committee of one: De Lesseps.
Of all the reports made, most were serious presentations by people who had
garnered their information and experience in the field. None was seriously

Figure B. Founders Common Share:
blue, only 10,000 issued, 210 mm X
403 mm.
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Figure C. Common Share: blue,
590,000 issue, 210 mm X 403 mm.

considered other than the Wyse Report, which came up short on facts. After a
week of behind-the-scenes maneuvering, a vote on Panama (Wyse) or
Nicaragua (American) was taken and the Panama route was chosen. The Wyse
route was the French route. De Lesseps had made himself felt, and he had had
his own way. 9

Shortly thereafter De Lesseps organized a private syndicate of rich
friends and bought out the Turr Syndicate (Wyse concession) for $2,000,000.
This group was to be considered the "Founders" group, which was to receive
"Founders" shares at bargain prices, plus many other benefits once a company
was legally organized. This company would be tasked to build the Panama
Canal.

The Compagnie Universalle du Canal Interoceanique de Panama was
incorporated on March 3, 1879. In August of that same year, the company
independently offered its shares to the public in Europe and America. The
offering was a failure, much to the surprise of De Lesseps. Later that same
month, all money was returned. (There are no known certificates of this offer-
ing.) Examining the reasons for this failure led to the conclusion that — in com-
mon jargon — "the rails had not been properly greased." 10

Having corrected the shortcomings of their initial efforts, in
October/November 1880 the Compagnie again offered 590,000 shares of com-
mon stock. The first 10,000 were reserved for the "Founders" group. This
offering was a grandiose success. The issue was oversubscribed to double the
amount available. The French masses had put their hands into their savings so
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Figure D. First Bond Issue: rouge with
black lettering, 250,000 issued, used to
buy Panama Rail Road, September
1883.

as to participate in the project for a greater France led by none other than the
"Great Frenchman" Ferdinand de Lesseps. Allotment of shares was made to
102,230 applicants, of whom 16,000 were women. Eighty-two percent of the
issue was absorbed in France. 11

Upon examination, the Wyse Concession was valueless unless permission
was obtained from the Panama Rail Road to use its right-of-way. Trenor
William Park, a lawyer and President of the Panama Rail Road (and owner of
15,000 shares) was no slouch. The lightly built Park had the physical appear-
ance of a young adolescent, however he was a "robber baron" of the first mag-
nitude and he bushwhacked De Lesseps. Park knew that De Lesseps had to
have the railroad, and so offered it in 1879 for $200 a share. This offer was
rejected by De Lesseps since the shares were selling below $150 a share. 12
Times do change, however, and on June 29, 1882, at the annual shareholders
meeting, the following bond issues were approved:

1. Bond Issue of 250,000 bonds of 500 francs at 5% so as to buy the Panama
Rail Road;

2. Bond Issue of 600,000 bonds of 500 francs at 3% for working capital; and
3. Bond Issue of 387,387 bonds at 4% also for working capital.
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Figure E. Second Bond Issue: green,
600,000 issued, used for working capi-
tal, October 1883.

The Panama Rail Road, which had cost $7,407,535 was purchased at
more than $291 a share, or more than $20 million. The nails in the coffin of
the French Panama Canal were beginning to add up: Excessive payments for
the Wyse Concession, excessive organizational expenses, and now, for the
Panama Rail Road, even before the first shovel of dirt flew.

The second bond issue was placed with no problem at all. 13 The third
issue was more difficult. Of 387,387 bonds, only 318,245 were initially sub-
scribed, and the rest took some 18 months of offering, sometimes at great dis-
counts, before they were all placed. Another bond issue authorized in 1885 for
362,613 bonds at 4% was only subscribed for a total of 141,517 bonds. Things
were beginning to not go well. That year an uprising took place on the
Isthmus. The rebels in Aspinwall (Colon) burned the city, and the fire
destroyed the railroad's headquarters and the Compagnie's docking facilities
and repair yards. 14

For its next financing, the Compagnie changed its format. Whereas for-
merly the bonds had been for 500 francs, they would now be for 1,000 francs.



260 	  July/August 2005 • Whole No. 238 • PAPER MONEY

Figure F. Third Bond Issue: black with
black lettering, 387,387 offered; only
318,245 subscribed, September 1884.

Ninety-one percent of the "new series" offering of August 6, 1886 (458,802 of
the 500,000), bonds offered were subscribed. This near success revitalized the
efforts of De Lesseps. 15

In March of 1887, De Lesseps revisited Panama (he had been there in
1879-80). Now he was more tactful, diplomatic, amiable and kind. However,
the sixth bond issue (second of the "new series") on September 15, 1887, wit-
nessed only a 50% partial sale. Of the 500,000 bonds offered, only 258,887
were subscribed. 16 By now signs of difficulties and problems were manifest.
In the seventh bond offering on March 14, 1888, of 350,000 units, only 89,890
were subscribed. 17

By June of 1888 the Canal was being attacked by the press, and there was
growing government opposition. The Compagnie requested a government
approved lottery bond issue, though without government guarantee, the impli-
cation being that the prestige of France was behind it. As previously, the prop-
er "rails" were greased, and the required vote obtained. In the lottery bond
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Figure G. Fourth Bond Issue: black
with black lettering, 362,613 offered;
only 141,517 subscribed, April 1886.

issue of June 26, 1888, of two million authorized only 802,119 bonds were sub-
scribed. 18

On February 4th, 1889, the Compagnie declared bankruptcy. After the
failure a group of investors, interested in the continuation of the project,
formed the Societe Internationale D'Etudes for a financial feasibility study to
continue the construction of the canal. The study indicated that the financial
resources needed to continue and finish the project were enormous and recom-
mended to abandon any new efforts. 19

By 1892 the Panama Scandal burst over France. In May the Societe
D'Etudes et de Publication pour favoriser L'achevement du Canal de Panama was
formed to continue the studies of the previous Society D'Etudes, their objec-
tive being to consider the means of liquidation of the works and/or for protect-
ing the interests of the shareholders and bondholders. One of the results was
the naming of a liquidator and attorney to represent the bondholders. 20

These last mentioned were instrumental in organizing the Compagnie
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Figure H. Fifth Bond Issue: face value
increased to 1,000 francs, beige with
black lettering, 500,000 offered and
458,802 subscribed, August 1886.

Nouvelle de Canal de Panama on October 31, 1894, to replace the original
Compagnie. As such, the original Wyse Concession was extended by the
Colombian authorities for another 10 years to October 31, 1904. 21 Some
work continued in Panama.

United States Completes the Project
On November 3rd, 1903, in a bloodless undertaking and with the con-

nivance of the United States, Panama separated itself from Colombia. U.S.
President Theodore Roosevelt who saw the Canal as a key to this country's
exerting its military might worldwide sent war ships to back the coup. The rest
is history. On May 4, 1904, the United States purchased all rights to the Canal
for $40 million (see pages 249 and 250). The ceremony took place at the
offices of the Compagnie in Panama City. Lt. Mark Brooke signed the appro-
priate documents on behalf of the United States. 22



1SCHILI
CIIIN

00917,1004
CAPLAMN
I.4UAMA
Itlent

L&PAONI
tiA000011
431.0■1014

rAnateAt
akeeNe

^A1'AOCP
SUIDEN

Iver0.1 El
u, AY

u0A

•

..-
tit& 	 _IP 	 easyif'77,ii I 1 V e w.44 -43.4eivi .; ...79.—mirsv... 7., i 01 toeoW

.  ai4g,

I-L- ArTIM
CIAL VA rA,$ • 	 • 1011101004

▪ sate[ a
MAW

MONOUIVi♦
N ilAt
• M?ONN

Coup de 7 fr. SO 61661,46 iS SEPITIORE I

L CANALI INTEROCEAM
,,DE PANAMA

iY
gi) 081.1.0. N" 134,055Lut

Cduport de 7 ir 	 416/44ant k 15 DECO% E1A

5., CANAL INTEROCEANIQUE 2 6
b E PANAMA

4/1 'OBLIG. N. *434,0 56
Csi

Conperm ef. fr 60 erne.. IN IS MARS Mb

CANAL INAENOC.EANIGUE
DiAlivvrtAm A

4"._i	 rtr
06IAG. N. J.* w..)

Coupon Le 7 tr. SO iehiant 	 tea

CAMIANTEROCgANIQUE9
'DE PANAMA	 "'"

Chstm. No 134, 055
Coupon de 7 ,[t 1:4,4zhauls iStErlitillt*

CANAL arrnoctwou
DE PANAMA

e7At. 	 OECEAWIE 18

CANAL INTER0IA1ZN

- 

BE
DE PANAMA

4.1.1
no °out, No 	 0 5 5

itfiThEioct.ANI
P. • PANAMA- .

Osuq., N. 2
POtrpun de 7 Fr. 80 kellawn 6

de 70, 6044icaut:e 15
Sur

STERN Graveur PARIS

266 	  July/August 2005 • Whole No. 238 • PAPER MONEY

Figure I. Sixth Bond Issue: beige with
black lettering, 500,000 offered and
only 258,887 subscribed, July 1887.

There was no need for the private funding of the past as evidenced by the
bonds and shares displayed here. The United States Treasury was now financ-
ing the Canal project. Many of the assets of the Compagnie, which had contin-
ued digging on a very modest scale, were invaluable to the Americans. Lands,
bridges, buildings, wharves, piers, waterworks, roads, shipyards, hospitals and
much materiel and supplies were rehabilitated and used. All property of the
Panama Rail Road was transferred and received by the United States. French
dump cars were reused, and dredges were restored. French surveys, studies and
engineering were found to be of the best quality and of much use to the
Americans. 23 French errors were avoided and much was learned from their
mistakes.
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Figure J. Seventh Bond Issue: beige
with black lettering, 350,000 offered
and 89,890 subscribed, March 1888.

The canal was opened to traffic in August of 1914. According to the
Canal Museum:

"By August 15, 1914, the Panama Canal was officially opened by
the passing of the SS Ancon. At the time, no single effort in American
history had exacted such a price in dollars or in human life. The
American expenditures from 1904 to 1914 totaled $352,000,000, far
more than the cost of anything built by the United States Government
up to that time. Together the French and American expenditures
totaled $639,000,000. It took 34 years from the initial effort in 1880
to actually open the Canal in 1914. It is estimated that over 80,000
persons took part in the construction and that over 30,000 lives were
lost in both French and American efforts."

The Canal continued in American control until December 31, 1999,
when it was turned over to Panama.
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Editor's Note: The bond and share catalog (figures L, M, N, 0, P) continues
on pages 272, 274 and 275 following.



•

TIMBRE

is	 11; '3&--.4a4A4.44;;;;;;;1=X-.MI.awzooge.satilgstlriatotaawdVLA

•

rt

O -

S

-4;

July/August 2005 • Whole No. 238 • PAPER MONEY272

N. 0,870,490CE TITRE PROYISOIRE DEVRA ETRE HAUGE A PARTIR DU 16 OECEMBRE 1889 CONTRA UN TORE !MINIX :LES TITRES KFINITIESPRENORONT SEALS PART All TIRAGE DU 15 rtviiffitTaft ,

43/A4.1 •

COMPAGNIE UNIVERSELLE DU CANAL INTER

PANAMA
Societe anonyms au capital do TROIS CENTS MILLION! do Frans

SOCIETE CIVIL; AVEC RESPONSABILITE LIMITEE A LA MIRE SOC1ALE PCUR L'AMORTISSEMENT
DES. OBLIGATIONS A LOTS DU CANAL DE PANAMA, EMISSION DU 26 JUIN 1888 •

EMPRUNT DE 720 MILMONS
EMPRUNT AUTORISE CONFORMEMENT AUX PRESCRIPTIONS BE LA LOI 1:111 21 MAI 1836,

PAR LA LOI DU 8 JUIN 1888,
MATS SANS AUCUNE GARANTIE  DU RESPONSABILITE PE L'ETAT

SOUSCRIPTION PUBLIQUE A DEUX MILLIONS D'OBLIGATIONS A LO
1"'"'"'s,s` LUTZ?' Rai Zret.:717:111Tr'r"r taaslisilqr."6WifttItt *b*"" """

LE NEMSOUASEMENT A 400 FRANCS ET LE PAIEMENT DES LOTS SERONT MANTIS PAR Ull!RPOT DE RUMS FRA
OU OE TITRES GARANTIS PAR LE GOUVERNERENT FR or

.

4' 	 'DO 	 'Pet;._
CANAL P-ri

I}EEEFOC 	 UE
• .	 DE 	 •

StN AO'

TITRE PROVISO1FiE AU . PORE •=1■1GOCIABLE
N° 0,870,490 	 .......

DE UNE OBLIGATION LIBERBE DE 440 FRANCS
Sala sem, de GO francs, la Compagnie Uni•erselle du Canal Iniereedatique a encalsed 	 50. .
L.•.-50666 Civile d'Amortissement . . . . .... . . .. . . . . . . . 	 . . . , . . . 	 _ . .. , 	 . . . . . .. „ . 	 10. .

te complement du capital, sort300 francs, deem Pere vend no fpoques et .das les proportions indiquies cl-contru, de 	 rare slue sus assent<
des obligations entlemment liberLes, la part de la Conapagnie Universelle du Canal InterocAnigue soli de .  	 300. .
et <elle de la Socitsf Girlie d'Anaortissement de . . . . . . . .,, ,TL - I-l.,;.- . . . . . . .   00, .
carte derniEre somme duns destinec A assurer4piemens dos lots, et 5 con met le capital dlarnorlissertlis4

k-
A. 460 francs de . tonics les obliga-

tions reguliLrement libiries conformSment mes du prospectus 44 rtIniiIMOn et clefmtuts dt4 Sooty Civic,
Pori; k 26 Juju 1888

`‹
PAR DELEGATION, 	 4ZP LE P 	 DENT•DIRECTEUIL 	 11 ADMINIMINIEDRt ,LEIng toy SSE,L

	6r.• VERSEMENT RE 45 	 RCS
Ou .r fl“ IO 'lad( r 9

,	 46 10
./7 .4 .0 .1 Ad,

. . . 	 ....	 260
• 2 BO

CONTROTE dn.. 7 60 p6.163.03 .666.et: pot, Comm..

Rem o 	

SURE

It=tat

QUITTANCE

10 Mr1111F.S

CV 20

o VERSEMENT OF
dot f au to 74 

:7" rtip.
FRANCS'
ad$

liMBRE

CCHTROLE

4.• VERSEMENT OE 45 FRANCS
du f au fo Fivrier ■889

—:' ;'&17;771i ; ; 	 " "
; 	 timm 	 aas.	 f 66

	tnuntra r 	 40 44
7 60 pm,. 3. Vie.

	

30 ea	 •
Ten. 43 64

Nol• VERSEMENT DE 45 FRANCS
do 5 au so Afai rdSo

I 	

an so

/6.4,11 ../... . 6 U. IS..
adv  	 •

Vomememe ne. 	  40 10
.CONTROLE a nni • 00 ,6,6, •

tt 36 GO pur /• CompArnie.

30,1233

a
TIMBRE

QUITTANCE

JO CENTIMES

fr=1= QUITTA

0 CRUMB

let '5%13-,Spv$S$76
•••••••■•••••••••••■•......4416•636.6...4.6.1.3.46443664446614 666...•

(Above) Figure L. Ninth
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By FRANK CLARK

Jefferson Lottery Ticket
April 1826

H ERE IS A FANTASTIC PIECE OF AMERICANA.
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Figure P. Check made out to American Contracting and Dredging Co. for $228,234 on A. Seligman & Co., New York, June 8, 1886. v

the lottery were all
of Jefferson's
lands, except for
Monticello.
However the lot-
tery failed and
even Monticello
was lost.

Heart broken,
Thomas Jefferson
died shortly after
the failed lottery
on July 4, 1826 --
50 years to the day
of one of man's

Radio commentator Paul Harvey has made a career out of greatest achieve-
telling us the rest of the story. Of course, most of us have been ments -- the
familiar with Thomas Jefferson's immense accomplishments Jefferson-authored
since young ages, but how many of us know about his unfortu-  Declaration of
nate death? Here is the rest of the story. Independence.

This is a ticket from the lottery that was hoped would Now you
restore former President Thomas Jefferson's financial health. know the rest of the
His debts were over a $100,000 at the time. The proceeds of .story.

amEtrEnsoit LOTTERY.

t). ,..t.'‘, 21.3,,.,6 , 	 „ .., -....,, c-- lir Richard Anderson. 	 as.	 el) 	 — . 	 rd- ."
ri ›* 't.; LiataPtina ilitilligniaaaiimosoasermassassodwavesat .t° ,' ° ° 	 ° •ZitlaZICHICi CV

CO 0 45. .*.;,.-4 "' 	 l'-'-- t'..a Vhity Norb4n. NI:halal, ass',,,

q ,,,,Do" ft,;.,„ .v,, conn,........ ...e:9099.11,50,4ina,o$,-b:,,,,,,,,-,
42 ?•=2 .4.-7.6  ':;':::, ' ' '7:4,  DU Jam Broth borough, tV" .t

	 SIASAGER0

This Ticket trill entitle the holder thereof to such prize as may ,

m U tie drawn to as numbers in the JEFFERSOX LOTTEI2 r.

E .,.; 8 	 iichrizond, April, 1826.
ttri n

ra :I 	 CU c 	
1' m

l'004e Aranota% (•/‘ akti


	Financing the French Panama Canal, A Portfolio

