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Abstract:

One of the most enduring topics in economic and business history is the pre-eminence of London as a major centre of
international finance from the 19th century onward. Much of this discussion has focused on issues such as the drivers
of the UK’s “capital export” during the first era of globalisation before WWI — which gave rise to the so-called classical
theories of imperialism — as well as on debates about whether the City’s international predominance came at the
expense of domestic industry. Whatever the verdict of these debates, the City of London was not merely a
mechanism for channelling funds globally; it was also a place where financial entrepreneurship and innovation
flourished. Many historians have emphasised that, beyond facilitating financial transactions between different
parties, London also functioned as a “City of services,” offering knowledge, expertise, and the design of innovative
financial products for investors. A significant part of this financial innovation — and its broader economic and financial
implications — remains unexplored due to the scarcity of surviving evidence. This study contributes to filling this gap
by investigating option certificates, a historically unique yet unresearched financial innovation used before WWI to
help investors manage risk in uncertain foreign ventures, particularly those in plantation and extractive industries
outside Europe. Unlike standard options, option certificates were highly liquid, had multiyear maturities, and could
be exercised at any time before expiry. Most importantly, they were not issued by financial intermediaries or option
dealers but by companies themselves at the time of their IPOs.
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