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The paper examines the development of elements that in combination provided vital 

commercial infrastructure for the global shipping industry. Specifically, it discusses the roles 

of key institutions, such as the Baltic Mercantile and Shipping Exchange, Lloyd’s Register of 

Shipping, the Lloyd’s of London insurance market, and various commodity and financial 

markets, in facilitating exchanges needed to sustain oceanic transport. In addition to these 

institutions’ formal attributes, for example their constitutions and rules, the discussion 

considers their informal characteristics, including the customs, routines, and behavioral 

patterns observed by participants. Together, these formal and informal institutional 

arrangements supported shipping by disseminating information, reducing uncertainty, and 

mitigating transaction costs associated with this volatile industry1. The chapter also pursued a 

secondary, somewhat abstract aim; it explores how markets operated and attempts to show 

how various mechanisms generated efficiencies.  

Context: 

 Historians have long recognized that Britain underwent a commercial “revolution” 

long before it experienced the first industrial revolution. The former phenomenon entailed the 

development of institutions that facilitated growing trade. C.H. Lee argued that as early as the 

18th century, Britain possessed a strong, London-based service sector that proved to be an 

enduring cornerstone of the economy.2 Cain and Hopkins used the term “gentlemanly 

capitalism” to describe financial and social links along with codes of conduct that emerged in 

the 17th century and supported transaction-facilitating bonds of trust.3 These behavioral 

                                                 
1 See Douglass C. North (1990), Institutions, Institutional Change, and Economic Performance,  (Cambridge: 
Cambridge University Press).  
2 C.H. Lee (1986), The British Economy since 1700, (Cambridge: Cambridge University Press). 
3 P.J. Cain and A.G. Hopkins (1986), ‘Gentlemanly Capitalism and British Overseas Expansion I The Old 
Colonial System, 1688-1850’, Economic History Review, Second Series, XXXIX, pp. 501-26 and (1987), 
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patterns, based on the expectation that one’s word was their bond, shaped the operations of 

the institutions examined below. 

 Although regional centers developed local institutions that encouraged trade, London 

was the center of the nation’s commercial infrastructure. (Indeed, from the 17th century, the 

capital was the nation’s most significant port and generated two-thirds of all customs 

revenue.)4 Many of the key elements within this construct grew out of a seemingly-quaint 

venue: the coffee house. The first of these establishments appeared in London about 1650, 

and their number increased to over 80 within a decade as coffee drinking became fashionable. 

Individual coffee houses attracted specific occupational groups. Medical men congregated at 

Child’s in St Paul’s Churchyard, while writers attended Will’s house in Covent Garden. In 

the City, traders conducted business on the Royal Exchange but after hours they gathered at 

coffee houses. Edward Lloyd’s venue attracted shipowners and merchants, as did Garrway’s, 

while Jonathan’s catered to security dealers. Commodity traders frequented the Virginia & 

Maryland, and metal dealers visited the Jerusalem coffee house.5 Eventually, all of these 

groups removed to purpose-built facilitaties which only subscribing members could enter. 

The original coffee houses arose from the need for information and the face-to-face contact 

so vital in building the trust required for exchange. The shift to dedicated buildings reflected 

demand for rules and regulated admittance – information was valuable and needed to be 

protected- but all the new venues remained concentrated within the City. 

 Regional centers developed compact districts where businessmen gathered. Graeme 

Milne found that “old street layouts and spatial relationships between the focal points of 

business life –offices, exchanges, banks, bars- were often maintained” despite rapid urban 

                                                                                                                                                        
‘‘Gentlemanly Capitalism and British Overseas Expansion II New Imperialism, 1850-1945’, Economic History 
Review, Second Series, XL, pp. 1-27. 
4Charles Wright and C. Ernest Fayle (1927), A History of Lloyd’s, (London: Blades, East and Blades), p. 3.   
5 Markman Ellis (2004), The Coffee House A Cultural History, (London: Weidenfeld & Nicholson), pp. 150 and 
167. 
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growth.6 Traders walked between these venues to gather intelligence and meet clients, 

suppliers, and specialist intermediaries. Maritime business was highly service oriented, and it 

required a “hands-on, face-to-face” approach to respond swiftly to changing customer needs. 

A writer in 1881 observed of merchants that “half of their life seems to be spend out of 

doors”, and Bertie Bates intimated that information emanated from the “flags[tones]”.7  

Provincial worthies built grand exchanges for the same reasons that actuated their London 

counterparts, and these centers “took on symbolic symbolic value for the town in question 

and particularly for the mercantile elite”.8 

Exchanges arose for other psychological reasons; there was “ a need for a place where 

the feeling of the trade could be ascertained”.9 Those attending the floor of the Stock 

Exchange could detect market direction by the quality of the sound arising from open cry 

trading.10 Moreover, this system of exchange gave rise to a floating price known to all but 

unattainable when pairs of bargainers transacted in private.11 

A measure of price convergence occurred on a national scale as regional markets were 

linked more closely to London by improved communication.12 Kaukiainen found that the 

speed of information transfer increased more rapidly before the advent of the telegraph than it 

did afterward due to more efficient land and sea transport13. Nevertheless, the telegraph did 

provide the first near-instantaneous communication mode. It is significant that by 1914 

Britain controlled the largest part of the global telegraphic network (281,828 km versus 

                                                 
6 Graeme Milne (2006), North East England, 1850-1914, (Woodbridge: The Boydel Press), p. 113. 
7 Milne, North East England, p. 117 and Gordon Boyce (2010), ‘Language and Culture in a Liverpool Merchant 
Family Firm, 1870-1950’, Business History Review, 84, p. 13. 
8 Milne, North East England, p. 116. 
9 Cited in Milne, North East England, p. 116. 
10 Bernard Attard (2000), ‘Making a Market. The Jobbers of the London Stock Exchange, 1800-1986’,  
Financial History Review, 7, pp. 6-24. 
11 Hugh Barty-King (1977), The Baltic Exchange The History of a Unique Market, (London: Hutchinson 
Benham), p. 3. 
12See,  R.C. Michie (1999), The London Stock Exchange, (Oxford: Oxford University Press). 
13 Yrjo Kaukiainen (2001), ‘Shrinking the World: Improvements in the Speed of Information Transmission, c. 
1820-1870,’ European Review of Economic History, IV, pp. 1-28. 
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100,831 for the US and over 43,000 each for Germany and France).14 As Scholl points out 

the cable system contributed “decisively to the pre-eminence of the City of London as the 

mercantile-financial capital of the world”.15 The radio had less of an integrating effect 

perhaps, but its capacity to provide immediate information regarding incidents at sea induced 

Lloyd’s to involve itself in the system’s extension. 

Lloyd’s of London 

Lloyd’s of London (an insurance market distinct in relation to Lloyd’s Register of Shipping, 

see below) originated in a coffee house that Edward Lloyd (c. 1688-1726) ran in Tower St. 

and later Lombard St. The establishment attracted merchants and shipowners who conducted 

marine insurance business or commodity trading as an adjunct to their main line of trade. By 

1771, unfettered speculation and “shameful practices” induced the leading figures at Lloyd’s 

to restrict entry to respectable businessmen who paid an annual subscription and to form a 

Committee to provide governance.16 These developments, which marked the formal 

beginnings of the modern Lloyd’s insurance market, were underscored by removal three 

years later to the Royal Exchange Building. After a sojourn at South Seas House between 

1838 and 1844 while the Exchange was being rebuilt after a disastrous fire, Lloyd’s returned 

there. In 1928, Lloyd’s moved to a purpose-built venue in Leadenhall St., and thirty years 

later took up residence in Lime St.17 

 The legislative foundations of Lloyd’s development slowly. In an effort to enhance 

competition, in 1720 Parliament passed an Act that gave Lloyd’s and two chartered fire 

insurance companies authority to write marine policies. However, in practice these 

organisations kept to their main sphere of operation. Four years later, the Marine Insurance 

                                                 
14 Lars U. Scholl, ‘The Global Communication Industry and Its Impact on International Shipping before 1914’, 
in David J. Starkey and Gelina Harlaftis (eds) (1998), Global Markets: The Internationalization of the Sea 
Transport Industries Since 1850, St. John’s: IMEHA), pp. 201-2. 
15 School, ‘Global Communication’, p. 203. 
16 Wright and Fayle, Lloyd’s, p. 190. 
17 G.E. Golding and D. King-Page (1952), A History of Lloyd’s, (London: Lloyd’s), pp. 10-11.  
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Act allowed other organizations to enter the business and more companies (mostly new joint-

stock enterprises) appeared during the US civil war to become enduring players in the 

industry. Nevertheless, the provisions laid down by Lloyd’s Committee provided a regulatory 

framework by common consent. This situation was formalized by the Lloyd’s Act of 1870 

which incorporated the Society and gave its rules the force of law. Under this legislation, 

Lloyd’s was confined to the marine business, but innovators like Cuthbert Heath and 

Frederick Martin introduced non-marine policies (burglary, loss of jewelry. and motor) 

outside of the Act.18 Further legislation in 1911, permitted Lloyd’s to provide all types of 

non-marine coverage. 

 Within both sectors different figures working at Lloyd’s carried out specific functions 

and employed an esoteric terminology. Underwriters covered risks; and they derived their 

title from the practice of signing their initials under the information laid out on an insurance 

‘slip’.19 This document disclosed particulars of the coverage sought and related conditions 

but did not constitute a contract enforceable at law. Nevertheless, no underwriter would ever 

repudiate a slip he had initialed for fear of completely destroying his reputation and being 

expelled from Lloyd’s. Underwriting agents solicited business for underwriters who often 

gave these agents a ‘binder’ that described the type of insurance they wished to cover and the 

general conditions they found acceptable. People seeking insurance engaged an underwriting 

broker who laid the business before underwriters or their agents.  

 To spread risk, syndicates were formed; partnerships and firms initially were not 

allowed to underwrite insurance. Syndicates consisted of several names (another term for 

underwriter) who were so-called because they were well-known figures of substantial means 

and because they initialed slips. In return for a premium, the amount of which reflected the 

probability of loss, each name accepted a ‘line’, that is a portion of the total risk. For 

                                                 
18 Anthony Brown (1980), Cuthbert Heath Member of Lloyd’s, p (London: David and Clark), pp. 71-7. 
19 Brown, Cuthbert Heath, p. 59. 
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example, “FAA” took up £150,000 on Titanic’s £1 million policy. However, the name would 

be liable only for the figure he nominated (viz. £150,000) since the risk entailed several not 

joint liability. Moreover, names’ liabilities were not limited; their personal assets could be 

claimed to meet losses. 

 For these reasons anyone putting themselves forward as a name or underwriter had to 

be a person of wealth and reputation, and Lloyd’s Committee rigorously vetted them and 

carefully assessed their ‘capacity’, that is, their ability to withstand all possible losses to 

which their lines exposed them.20 A prospective name had to be nominated by six existing 

members and had to deposit funds (in cash or gilt securities) into a trust fund. The Committee 

interviewed candidates and determined the maximum amount of risk they could accept. 

Premiums due to a name were paid into the trust fund, which following Cuthbert Heath’s 

suggestion, the Committee audited. At the end of a year (all marine policies were limited to a 

maximum of only one year’s duration) any amounts not required to meet claims were paid 

out as profit. However, the underwriter had to make further deposits into the fund should it 

fall short of the total amount to which his slips exposed him. 

 When the coverage sought on a slip reached one hundred percent of what was desired, 

a policy was drawn up and registered at Lloyd’s Policy Signing Office which also collected 

stamp duty. Both documents became standardized. The form of the slip evolved from practice 

and its standardization facilitated rapid and accurate consideration thereby reducing 

transaction costs. The wording and form of policies also arose from usage as implicit 

understanding unfolded over time. The basic outline of policies issued in the 1950s was 

established as far back at 1779.21 Slips did not enunciate standard clauses since these were 

widely recognized, but any deviation or an entirely different clause was clearly described in 

this document. New clauses appeared from time to time, as shifting conditions were 
                                                 
20 Golding and King-Page, Lloyd’s, pp. 37-44. 
21 Golding and King-Page, Lloyd’s, p. 103 and Wright and Fayle, Lloyd’s,  p. 122.. 
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accommodated by the Underwriters’ Association. The forms of marine slips and policies 

shaped those used in the non-marine sector after 1881. Thus, across the market 

documentation evolved in line with accepted practice in such a way as to balance efficiency 

concerns with a changing business environment. 

 The physical layout of Lloyd’s, along with the routines and informal rules observed 

by participants, enhanced the efficiency of the market. Each venue occupied by Lloyd’s 

consisted of a public area and a subscription room open only to fee paying members. The 

latter space in the new building had a glass domed ceiling and a stone floor both of which 

echoed the sound of conversations and thereby gave members an indication of the state of 

trade, even though open-cry bidding was not used, as it was at most other markets. Around 

the edges of the trading room were a series of ‘boxes’, much like the booths in the original 

coffee house, where underwriters held shop. To an extent, the location of boxes one to the 

other shaped network formation and, subject to unwritten rules (see below) generated flows 

of preferential information.22 At one end of the room were placed volumes containing public 

information about ship movements, safe arrivals, and losses. In the same location there was a 

rostrum attended, as in the old coffee house, by a crier who called out fresh news for all to 

hear. In addition, the movement of brokers and agents around the room and congregations at 

specific boxes conveyed information to knowing participants who recognized major figures 

by sight. 

 Such movement was initiated when a broker with a blank slip sought out an 

underwriter who was a ‘good lead”. This name would be widely known as a person of stature 

and as an expert in assessing the type of risk being offered. The premium he quoted and the 

size of the line he took conveyed powerful signals to other underwriters whom the broker 

subsequently approached to place the rest of the slip. For example, one highly regarded 

                                                 
22 Brown, Cuthbert Heath, pp. 64-5. 
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nineteenth century name was John Julius Angerstein, and such was his renown that slips he 

led were called ‘Julians’, the Roman connotation perhaps conveying imperial solidity. 

Moreover, some syndicates continued to use the initials of a deceased member who was 

revered as the lead name because it was widely recognized as a strong inducement for others 

to follow.  

 Brokers did not, however, deal exclusively with a select number of underwriters; that 

is their networks were not ‘tight’. Instead, they operated across the market seeking out names 

who had the expertise required to assess a specific type of risk they might be called up to 

cover for their clients. Underwriters specialized in handling risks related to hulls, cargo types, 

or particular trade routes. Thus, brokers needed to know who to approach for a particular type 

of risk in order to complete a slip quickly and efficiently. 

 As brokers moved among boxes they observed unwritten rules that smoothed 

exchange and safe guarded preferential information. For instance brokers queued at boxes –

never did one push himself before others- and it was understood that eavesdropping while 

others transacted was not acceptable. Thus, knowledge flowed across the market to varying 

degrees; in important respects comprehensive transfer was impeded by artificial constraints 

and working relationships that preserved sensitive details. 

 The insurance market was only viable as long as it met claims and Lloyd’s provided 

the required facilities. The Underwriters’ Claim Office investigated losses and responded to 

incidents with the aid of Lloyd’s Salvage Association which developed contacts with 

surveyors, salvors, and repairers across the world. The Claims Office also acted as adjustor 

and compiled data to inform the evolution of underwriting practice.23 Lloyd’s appointed its 

first agent in 1811 and by the late nineteenth century had a global network of over 1,000 

                                                 
23 Golding and King-Page, Lloyd’s, pp. 112-3. 
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representatives linked by telegraph.24 Agents attended to incidents and provided reports to 

underwriters. The Association also compiled a standardized Salvage Agreement to prevent 

extortion by salvors and to expedite action needed to minimize the incidence of total loss. 

 Lloyd’s collected data on claims and other operating matters to develop feedback that 

informed risk assessment and the refinement of systems. In 1850, it set up an Intelligence 

Section followed by a Statistical Committee in 1867. It also compiled a Captains’ Register 

that noted the service performance of masters: their records were an important variable in 

determining risk. Various underwriters’ associations working within the Lloyd’s umbrella 

refined contract wording and policy clauses in response to unfolding developments.   

 Since Napoleonic times, Lloyd’s acted as an intermediary between underwriters and 

government branches.25 It mediated on such matters as convoy discipline and the treatment of 

prizes and captured cargo. Lloyd’s successfully lobbied for reductions in the stamp duty 

levied on policies and undertook legal actions to safe guard the interests of underwriters. By 

the early nineteenth century, Lloyd’s had established itself as “a great national institution”.26  

 Indeed, Lloyd’s became recognized as the center of the world insurance industry 

because it harnessed the information flows and learning effects needed to support efficient 

market mechanisms. It developed channels needed to assess risk and attract coverage while 

building feedback loops that promoted the refinement of practice. Lloyd’s also established 

sound procedures for claims handling in order to maintain customer confidence. These 

information lines and processes safeguarded the interests of both insured and insurer, and 

thereby enabled these parties to arrange mutually beneficial transactions. Edward Lloyd’s 

coffee house also gave rise to a sister organization that also compiled exchange-supporting 

data. 

                                                 
24 Wright and Fayle, Lloyd’s, pp. 282-5, 383. 
25 Wright and Fayle, Lloyd’s, pp.194-238. 
26 Wright and Fayle, Lloyd’s, p. 237. 
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Lloyd’s Register of British and Foreign Shipping  

  Since 1833, when it appeared in its modern form, Lloyd’s Register played a function 

essential to the maritime community by recording details of the command, construction, and 

condition of ships. This data was valuable to merchants who entrusted their goods to 

shipowners and their captains, to underwriters who assessed risks and set premiums, and to 

shipowners who bought and sold vessels. The Register recorded in a standard form technical 

details (type of machinery, design, construction material) as well as information regarding 

any repairs effected, and classified a ship’s overall condition; A1 being the highest ranking. 

Each vessel entry also noted the date of the most recent inspection (or survey). The 

information embodied in the Register provided decision-makers with accurate and verified 

data, thereby saving them an incalculable amount of time, especially when conducting 

transactions involving ships that operated far from home and could not be readily examined.  

 The origin of the Registry can be traced to a newssheet provided by Lloyd’s coffee 

house to attract clients. Publication of the paper was suspended for a time as a result of 

political controversy, but it reappeared as Lloyd’s List in 1726. In 1800, disagreement 

between shipowners and insurance brokers resulted in the formation of second paper but by 

about 1833 reconciliation led to merger and the Register assumed in its modern form. The 

publication was supported by subscriptions paid by individuals and firms as well as by fees 

charged for surveying vessels. 

 The Register’s head quarters were located in Sun Court, then in Castle Court, and 

ultimately in Fenchurch St. in the heart of the City. The offices accommodated clerical staff 

and a Committee that over time increased in size and expanded in its occupational and 

geographic composition in response to changes in maritime business. For example, in the 

1860s, the shifting locus of shipbuilding from the Thames to the northeast and Scotland led to 
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increased representation for regional ports.27 By 1913, Committee members numbered 

seventy-two with twenty-six coming from London, ten from Liverpool, eight from Glasgow 

and eighteen from other centers. That year, the Registry listed over ten thousand ships 

aggregating more than 22.5 million grt.28 To qualify for registration, a ship had to be built in 

accordance with Lloyd’s rules and inspected regularly by Lloyd-appointed surveyors.  

 In formulating its construction regulations the Society (as the Lloyd’s organization 

was called) sought to accommodate rapid technical change and the interests of a range of 

occupational constituents. 1855 saw the articulation of provisions for iron ships in 

consultation with shipbuilders, but these rules were general in form and a rigid approach was 

not taken in their application.29 The regulations were revised ten years later after much 

experience had been gained. Rules for manufacturing anchors and chains were developed in 

1853, and later the Board of Trade delegated to Lloyd’s responsibility for testing these items. 

Similarly, Plimsol’s load line campaign induced the Board to base it freeboard table on those 

devised by the Society’s representatives. Over time, new designs, such as spar and awning 

deck vessels and turret ships were accommodated, and separate standards devised for 

refrigerated boats (1898), tankers (1909), and motorships (1914). 

 In developing and enforcing its rules, Lloyds did not have any formal statutory power. 

Rather, the Society operated as a quasi-regulatory agency because the maritime occupations 

recognized the necessity of sustaining the organization. Indeed, Kirkaldy saw it as “an 

illustration of the advantages of co-operative effort”.30 Blake recorded that “the strict legal 

position of the Society is nearly indefinable, its constitution beautifully vague; it was “the 

                                                 
27 George Blake (1961), Lloyd’s Register of Shipping, 1760-1960, (Crawley, Sussex: Lloyd’s), pp. 50-1.  
28 Adam Kirkaldy (1914), British Shipping Its History, Organization, and Importance, (London: Kegan Paul, 
Trench, Trubner), pp. 225-7. 
29 Blake, Lloyd’s Register, p. 42. 
30 Kirkaldy, British Shipping, p. 217. 
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product of a national genius for compromise… and for technical excellence”.31 Lloyd’s 

motto, Sine Praejudicio, (without prejudice) reflected its desired ethos. 

 Nevertheless, it is not clear whether the Society was sufficiently responsive and 

flexible. Kirkaldy argued that it effectively accommodated technical and commercial 

developments, but it appears that the formulation of some sets of rules (for example those for 

refrigerated ships) was slow. Moreover, disagreement over load line regulations induced 

Glasgow shipowners and builders to set up a rival registry, the British Corporation for the 

Survey and Registry of Shipping in 1890. This competing entity attracted only about fifteen 

percent of the tonnage listed in Lloyd’s in 1913, but it was not until 1949 that the two 

registers merged. Lloyd’s attracted support from overseas. By 1913, it was recognized by 

twelve countries, and Blake described it as having a supranational presence.32 Over time, 

other registers were formed overseas, but Lloyd’s was recognized as the most comprehensive 

source of ship data.  

The Baltic Mercantile and Shipping Exchange (the Baltic) 

 This City institution originated at the Virginia and Maryland coffee house which, in 

1744, was renamed the Virginia and Baltick [sic] to more accurately reflect the growing 

importance of the latter trade to the merchants and shipowners who congregated there. The 

Baltic region was becoming a vital source of strategic naval stores, including hemp and 

timber, as well as civilian goods such as tallow, seeds, and oils. While shipping services were 

arranged at this venue, commodity trading was the main activity conducted there; to an 

extent, the Baltic competed with the Royal Exchange and other coffee houses. 

 In 1823, frenzied speculation at the coffee house led a group of respectable merchants 

who feared that their collective reputation would be tarnished by such wanton gambling, to 

restrict entry to the venue to those who paid subscriptions (4 guineas for individuals and 6-8 
                                                 
31 Blake, Lloyd’s Register, p. 181. 
32Kirkaldy, British Shipping, p. 229, and Blake, Lloyd’s Register, p. 154. 
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guineas to firms depending on their size). Membership was limited to three hundred persons, 

new entrants were admitted after attracting six supporting recommendations from existing 

members. These developments led to the creation of the modern Baltic, and from this point 

onwards its composition was highly cosmopolitan. 

 By 1857, larger quarters were required and traders moved to the South Seas 

Company’s old head quarters. The Baltic Co. Ltd., was formed to buy the lease on this 

building which was in turn rented to the Baltic Society. Overcrowding had become a problem 

again by the early 1890s and a group of traders formed the London Shipping Exchange and 

another faction removed to the old Jerusalem coffee house. In 1903, all three bodies merged 

and took up residence at a new, purpose-built exchange in St. Mary’s Axe. This building was 

destroyed by an IRA bomb in 1992, and the Baltic moved to a venue further down the same 

street. 

 Since their first articulation, the Baltic’s rules were refined progressively in response 

to changes in business but their overarching aim was to protect the exchange’s standing. 

Controlling entry to ensure that members were creditworthy and honest was the governing 

Committee’s “most important function”.33 In addition to requiring references for prospective 

entrants, this body independently conducted investigations into their affairs.  

 The Committee ejected defaulters and bankrupts, although the latter could be 

readmitted after meeting specified conditions.34 Over time, regulations governing dealing on 

private account, making firm offers, and confirming representation were enunciated. More 

generally, and in keeping with the basic tenet of gentlemanly capitalism, the Committee 

enjoined that members must not engage in “conduct derogatory to a man of business”, and 

the exchange took as its motto “our word our bond”. Such ethical prescriptions were vital to 

                                                 
33 Barty-King, The Baltic, p. 164 
34 Barty-King, The Baltic, pp. 84 and 161. 
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the functioning of a market where members concluded deals verbally and later confirmed 

arrangements in writing.35  

 Many trading contracts stipulated that if arbitration was required a member of the 

Baltic Committee would provide this service. Dispute resolution processes called for 

arbitration first, and in the event that a solution was not reached an umpire would be 

appointed and his decision would be final.36 This efficient process economized on time costs 

and financial expenses associated with legal proceedings. Through its rules and processes, the 

Baltic acted as the unofficial regulator of the shipping business and significant segments of 

commodity trading.  

 Indeed, one historian suggested that the Baltic was “the clearing house for the cereal 

produce of the world”.37 Complementing the operations of the London Corn Exchange, where 

London and regional merchants transacted, the Baltic was for an extended period larger than 

other centers of world commodity trading, including the New York and Chicago exchanges. 

In the 1920s, it handled 250,000 tons of grain worth over £ 2.5 million each day. Trends at 

the Baltic influenced and were shaped by those at US wheat exchanges as well as centers in 

Russia, Argentina, and India. The same interdependence typified operations between the 

Baltic and foreign markets specializing in other commodities: Calcutta and Bombay for 

linseed, Egypt for cotton seed, and Cairo, Smyrna, and Morocco for beans. From the 1850s 

the Baltic was linked by these centers by the telegraph and from 1880 by telephone. Thus, by 

the mid-nineteenth century, the Baltic was the centerpiece of a global commodity market. 

 The nature of the operations conducted at the institution did change over time. During 

the 1930s, when commodity prices collapsed and trading patterns were dislocated, the 

Baltic’s principal business shifted from trading in grains to ship chartering. Moreover, within 

                                                 
35 For advise to novice brokers and a description of chartering processes, see C.F.H. Cufley (1962), Ocean 
Freights and Chartering, (London: Cox and Wyman), pp. 43-7. 
36 Barty-King, The Baltic, p. 244-6. 
37 Barty-King, The Baltic, p. 329. 
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the commodity sector the dealing process changed as brokers were increasing marginalized. 

These figures had provided valuable services, such as financing transactions, reconciling 

buyers and sellers who often could not agree to a price through face-to-face negotiation, and 

supporting reasonable levels of futures speculation which facilitated hedging. However, by 

the 1920s mergers among merchants and processors created large companies, like Hovis, 

Rank, and Unilever, which could finance their operations and increasingly bought direct from 

sellers. 

 Some measure of compensation came in the form of new business. Instone initiated 

air charters at the Baltic in 1929 and this market segment broadened significantly after 1949. 

Futures trading in Argentinian maize began in 1933 (markets in US wheat and maize futures 

started in 1897), and in 1929 a Canadian wheat futures market appeared. The efficiency of 

the latter sector was enhanced by the London Grain Futures Association which formulated 

rules for trading and registered all contracts. This organization also streamlined operations by 

establishing five annual trading positions, setting a uniform unit of exchange, and by 

installing a benchmark (No. 3 Manitoba) against which other grades could be referenced. 

The manner in which trade was conducted and the physical characteristics of the 

buildings occupied by the exchange generated efficiency effects. Dealing was done by open 

cry as it was at all markets except Lloyd’s, and noise levels were prodigious. A visitor to the 

Royal Exchange, for example, wrote in 1818: “the clamor of voices, to an ear unaccustomed 

as mine was to such confusing sounds was almost deafening; and though no doubt perfectly 

intelligible to one another, yet seemed to remind me of what I read of Babel”.38 In 1896, 

Chamber’s Journal reported that “the hum of voices [at the Baltic] is suggestive of a large 

beehive”.39 No doubt, like traders on the Stock Exchange, those working at the Baltic could 

                                                 
38 Quoted in Barty-King, The Baltic, p. 46. 
39 Quoted in Barty-King, The Baltic, p. 242. 
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determine the direction of the market by the quality of the noise generated by open cry.40 The 

architecture of the buildings that housed both of these markets –high domed ceilings, stone 

floors and walls- enhanced the nuances of such valuable, informing noise. 

Above the clamor came calls from ‘waiters’, a title preserved from coffee house days, 

who situated at a rostrum informed individuals that messages awaited them. Everyday 

specific commodities were traded on the same recognized position on the floor. On the Royal 

Exchange, these locations were called ‘walks’, and at the Stock Exchange individuals 

occupied their own, jealously-guarded ’pitches’ within a walk, where proximity to a large 

operator brought valuable information.41 In the 1920s, the Baltic freight market was situated 

near the main door, linseed was traded in the center of the room, and wheat dealing occurred 

at the far end of the room. This positioning reduced the time costs of those intending to deal 

in particular types of business and provided forums for observing and listening. 

Moreover, by accommodating many markets, the Baltic acted as something of a one-

stop shop for businessmen. A trader could charter (or purchase) a ship, buy a cargo for it, and 

hedge against adverse future price movements all in a few hours. Although he would have to 

call at Lloyd’s to take up insurance, the trader could buy financial securities at the Baltic. 

Stock brokers were admitted to the exchange, and the number of them present at any time 

was a barometer of business conditions. 

Trading in specific goods took place at times set by custom. The Baltic had two 

formal ‘calls’ for American maize and wheat and weekly sales for tallow. ‘High change’, that 

is freight transacting occurred between 11.30 and 11.45 and from 3.45 to 4.00 each day.42 

Informal dealing took place any time. These conventions reduced time costs and shaped the 

                                                 
40 Attard, ‘Making a Market’, p. 10. 
41 Attard, ‘Making a Market’, p. 8. 
42 Barty-King, The Baltic, p. 229. 
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daily routines of businessmen, and they enabled dealers to acquire the ‘feel’ of the market, 

the capacity to do so being a highly valuable personal attribute.43  

From 1878, the Baltic used standardized contracts that incorporated abbreviations in 

order to enhance the celerity of transacting. All participants understood terms such as cif, fob, 

and faq, and they could decipher circulars offering ships for hire or cargo for shipment. The 

latter might read: 1-2 Tarragona – Malaga. Range/Alexandria 

Bagged wheat flour (stow abt. 54/55’) 

Any size 6000/10000 (try larger but max. arrival draft 29’) 

15/30 May, $4.90 I/I FIOS, 200 HD max. 800/200 HD max 1000, Synacomex C/P., 

61/4% 

(a shipment of bagged flour required a ship capable of carrying 6-10,000 tons with stowage 

of 54-5 cu. Feet per ton and a maximum arrival draft of 29 feet. Loading would occur at one 

or two ports between Tarragona and Malaga between 15 and 30 May and delivery would 

occur at Alexandria. For a port to port shipment, the merchant offered $4.90 US per ton and 

6.25 per cent commission. HD refers to loading rates, and the charter party form is 

Synacomex.44 Learning such codes was part of a broker’s trading and gained him entré to a 

select group. 

 The Baltic arranged occasions for members to socialize and thereby acquire the 

interpersonal knowledge that smoothed dealing processes. One could meet colleagues in the 

lunch room, or join the rifle, rowing, or musical clubs. Dinners marking salient events 

promoted goodwill, but their seating plans revealed a hierarchy of members.45 This pecking 

order reflected peer rating –an activity that facilitated safe transacting- and functional 

specializations that generated efficiency effects. In 1895, an observer noted the following 

hierarchy in descending order: shipowner/brokers, shipowners, and brokers in the shipping 
                                                 
43 Cufley, Ocean Freights, pp. 44-7. 
44 Barty-King, The Baltic, p. 411. 
45 Barty-King, The Baltic, plate inserted at p. 301. 
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sector; and in commodity trading merchants offering full cargoes, chartering agents, dealers 

in seeds, timber and oils, and finally share brokers.46  

 In his manual on shipbroking, Cufley emphasized the importance of maintaining 

reputation and business connections by means of firm but flexible dealing which was 

enhanced by interpersonal knowledge.47 Barty-King suggested that though social and 

business intercourse “the tightness of this community, and the familiarity of its members the 

one with the other had the effect of stabilizing rates”.48 In his view, these interpersonal links 

also ensured that all participants got the best market price. It is likely that similar bonds had 

the same effect at other places of exchange. 

 The City itself constituted an emporium of specialized markets, and businessmen 

observed a routine of visiting several venues each day or each week at specific times when 

calls occurred. This pattern of movement would convey to them valuable impressions of the 

direction of trade. The close proximity of the Stock Exchange, the Corn Exchange, Lloyd’s, 

the Baltic, and the Royal Exchange made it relatively easy to gain a comprehensive view of 

business conditions. Taken as a whole, the London market was so important that domestic 

and foreign businessmen could not afford to be without continuous access to the intelligence 

generated within, either through direct contact or through trusted representatives. 

The London Metal Exchange 

 In the seventeenth century, metal traders gravitated to the Jerusalem coffee house off 

Cornhill. In 1876, the London Metal Exchange moved to rooms in Lombard Court and began 

restricting entry to subscription payers. Whether this development, like similar ones that 

occurred at Lloyd’s and the Baltic, was prompted by the desire to restrain speculation is not 

                                                 
46Barty-King, The Baltic, pp. 240-1 
47 Cufley, Ocean Freights, pp. 44-5. 
48 Barty-King, The Baltic, p. 335. 
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known. Eventually, the LME occupied premises in Whittington Avenue in 1882 and 

remained there until 1978.49 

 The Exchange shaped trade and supporting lines of communication through its rules 

of conduct and governing regulations. In order to economize on transaction costs, it 

introduced standardized contracts, quality benchmarks, and uniform units of exchange. Like 

the Baltic, the LME established dispute resolution procedures that saved time and mitigated 

legal expenses. Members were carefully vetted, and their financial standing was rigorously 

assessed. Severe penalties, including expulsion, were levied on defaulters. 

 The LME conducted open cry trading which was made possible after quality 

standards were set and uniform units of exchange were established. Initially, transacting took 

place in a ‘ring’, so-called because merchants drew a circle in chalk on the floor to provide a 

reference point for parties interested in a particular metal. Eventually, these rings became 

permanent locations.50 

 Trading times crystalized into two sessions, also called rings. The first took place 

between 12.30 and 1.15, and the second ran from 4.00 to 4.30. During each ring two blocks 

of five minutes each were allocated to the trading of a particular metal. Prices established at 

the end of the second session became the world price for the next twenty-four hours 

reflecting the global influence of this trading center.  

 As at other markets, traders established their own conventions and customary 

practices. Metal dealers developed a specialized vocabulary that saved time and enhanced the 

precision of communication.51 Like other open cry venues, the LME generated personal 

connections and networks that smoothed the exchange process. 

Other Markets and other Infrastructure Elements 

                                                 
49 Robert Gibson-Jarvie (1983), The London Metal Exchange, (Cambridge: Nicholls), pp.12-5 
50 Gibson-Jarvie, London Metal Exchange, pp.12-4. 
51 Gibson-Jarvie, London Metal Exchange, pp.122-6. 
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 The City accommodated many other markets. Exchanges for wool, furs, other textiles 

and other commodities arose within the precinct.52 A number of these markets had 

international connections and were therefore relevant to the shipping industry. For example, 

the reach of London meat markets was extended by the installation of landward refrigeration 

plant that facilitated the handling of frozen meat cargoes from Australia, New Zealand, and 

Argentina. Other food markets operated across the metropolis, but most of served as 

distribution points for products sent from regional Britain. 

   Other UK ports developed important exchanges and markets, and many of these 

venues await historical investigation. These centers also gave rise to industry associations 

relevant to shipping because they too served information gathering and disseminating 

functions. Chambers of shipping promoted local interests and interacted with each other and 

their London counterpart when issues of broad concern arose. Port authorities facilitated 

communication across the local mercantile and shipping communities, in addition to 

maintaining and extending physical infrastructure. Organizations like the Protection and 

Indemnity clubs that were based on co-operative principles provided important services and 

often had extra-regional connections. All of these entities built up valuable knowledge bases. 

 Industry-specific expertise was compiled and preserved in numerous manuals and 

reference works. Cufley’s Ocean Freights and Chartering helped newcomers into the broking 

industry. Thomas’ book on stowage disseminated knowledge that protected goods during 

shipment to the benefit of merchant, shipowner, and insurer alike. Scrutton on Charterparties 

educated generations of brokers and shipowners as it passed through at least thirteen editions 

following its appearance in 1886. Similarly, Arnould on Marine Insurance and Eldridge on 

Marine Policies, both published in London, were distributed around the world. The former 

work went through fourteen editions between 1848 and 1954. Through these publications, 

                                                 
52 David J. Jeremy (1998), A Business History of Britain, 1900-1990s, (Oxford: Oxford University Press), p. 
270. 
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standards and practices pioneered in England spread abroad and formed the foundation of the 

global knowledge base essential for the efficient operation of an integrated world market. 

Conclusion 

 From the 17th century, England developed and refined an integrated commercial 

infrastructure centered in London. The fundamental strength of this construct and that of each 

constituent element lay in their ability to harness and disseminate information. Interpersonal 

knowledge generated trust to support transactions, commercial intelligence sustained flows of 

goods and the provision of services, while essential expertise was preserved and conveyed 

through a library of documents. It was London’s information-related advantages that enabled 

it to become the center of the global shipping industry. 

 Cultural forces provided a complementary source of comparative advantage. The 

basic tenets of gentlemanly capitalism permeated all London markets and transacting arenas. 

Without the assurance implicit in the underlying codes of behavior, information flows would 

have been disrupted and markets subject to failure, or at least diminished efficiency. 

 Each trading center developed its own formal rules and informal conventions that 

shaped behavior and transmissions in complementary ways. In addition, the efficiency of 

exchange was enhanced by the rise of specialized terminology and terms of reference that 

saved time and improved precision. The physical construction of trading places and the 

organization of space also shaped communication and enabled participants to “feel’ the state 

of trade.  

 The longevity of London’s commercial infrastructure can be explained by the 

flexibility exhibited by its interlinked elements. Trading venues remained open to all 

qualified participants, and from their first appearance cosmopolitanism was a distinguishing 

and highly beneficial characteristic. Markets evolved over time to accommodate new 

conditions within the global economic system. Yet, change unfolded in a way that preserved 
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a solid core of expectations shaped by precedent and established practice. The gradual nature 

of institutional evolution prevented dislocation, provided sustaining certainty, and maintained 

business confidence. 

  

  


