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CHAPTER ONE* HISTORICAL DEfSLOPMEIJTS 

A, BAHLT BRITISH MOKOPOLX 

The history of the developments of the foreign banks in 

China is obviously a c»e of abnormality. After the opening 

of southern ports to fro® foreign intercourse in 1842, as a 
JJ result of the infsssous Opium War, merchants of the so-called 

Western Maritime powers lost no chance to launch their eoaBaer-

cial campaigns into the Chinese field, and the volume of 

*Ghina trade" increased steadily. Before that time Chinese 

native banks seldom financed foreign trade directly or engaged 

in foreign exchange business along modern lines. Largely 

because of the serious need for credit institutions on the part 

of foreiga merchants, therfere, foreign banks began to make 

their appearance in the Chinese territory* 

The first foreign bank to do business in China was a 

British-chartered Oriental Banking Corporation, ishich opened 

its preis&see in Shanghai in 1848, Without any isholesorae 

competition, it eoQsrclsed a volition in its ©:echsnge methods 

which rapidly brought great wealth to the institution,"^ H o w 

ever, it was subsequently closed in 1802 on account of busi­

ness losses* 

1. Vin&cke, H, l!», A Hjrtonr of the Far East in Uodern '^law, 
New York, 1956, ro7''^Wt2T ?We~ *ioWkrn ports are™C~anion, 
Aaoy. Fooehow, s&nsno, and Shanghai. 

2, Jemigan, T, a*, Chiaa's Business Llethods and Policies. London 
1904, p. 585, ' - — — — ~* 
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la 1354 a branch of the British-chartered Mercantile 

Bank of India, London* and China caw© into the market. But 

it was not until after the Chartered Bank of 3hdl% Australia, 

and China established a Shan#iai branch in iar>7 that foreign 

banking really began to ea^and* The cp®x«*i«* of these banks 

consisted largely in discounting and rediscounting bills on 

cotton 3xul ©plum in which the British Bsarchants in particular 
2/ 

profitted considerably. 

The banks then in China were only branches of corpora­

tions, whose headquarters were in England or India and which 

had been founded chiefly with trie view of carrying ©n > exchange 

operations between these countries and China* They were scarcely 

in a position to deal satisfactorily with the local trade which 

had beoow so isueh sore extensive and varied than in former 

years, la 1064 a group ©f aeyciwmts and shipping mm, of Soa#-

kcng# therefore, decided to establish a new local institution, 

chartered under the Cbpdinanoes of Hongkong, with the nam® of 

Hongkong and Shanghai Banking Corporation, 

At the tiae of its establishment, British interests, 

chiefly represented by Jardine, lUttheson, and Oos^any, were 

combined with a German firm by the name of Slemssen and Company, 

1. "Foreign Banks in China," Chinese Economic Journal,January 
1955, pp. 64-5. ' — - ~ - • -

Z, Pros the text of the Revolution of the merchants interested 
In the establishaent oFthe bank. "H istory of the Hongkong 
and Shanghai Banldjag Cor-poration", Cyclopaedia Sinlca, 
London, 1917, pp# 235*7, 
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an American concern by the name of Bussal and Company and 

a gpoup of Persian merchants. The capital of the nm institu­

tion was fixed at Hk$2,5 million, distributed In 20,000 

shares, doubled md fully paid by 1872. 

Due to disagreements between the prostoters, the Hong­

kong and Shanghai Banking Corporation -was reorganised into a 

British firs. Between 1870 and 1890, it increased its capital 

to Bk|7#5 aillioa in 1885 and Bk&LO million in 1890j its deposits 

rose from H k$3«7 million to Hk-^63.9 million* 

Duklng the year® between 1880 and 1870 a number of foreign 

banks opened branches In Shaiighai, among which were t!ie Ootsptoir 

Hational d'£se«|3ite oe Paris, the Central Bank of Jest India 

and soa© Oenaaa banking bousesT* Ilost of these banks, however, 

withdrew from the market later on. This early development 

suffered a setback •during following years, and although existing 

institutions were carrying on an eaq>anding business after 1875, 

no new foreign banking houses entered the market until 1091, 

This was a period of cos$>let© British saonopoly in foreign trade 

and foreign exchanges* 

B. SCAIESIOB OF IST3RKATIQHAL BANKIKa 

After 1391 a period of extensive expansion in foreign 

banking was begun. The DeutscH-Asiatische Bank was established 

1. A Portuguese firs, the Banco Ilaoional Ultraiaarino, with its 
headquarter® in Lisbon, established a branch in 'lacao in 1'3G4. 
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in that year, and two British banking houses were opened and closed. 

In the following year the f i rs t Japanese inst i tut ion, the rokohataa 

%ecle Bank, went into the Shanghai market. Soon after the Sine-

Japa^ese .Tar in 1894-5, an agreement was signed between China and 

Russia for the establishment of a Riisso-Chinese Bank with the im­

mediate purpose of handling the financing- the Chinose Eastern 
J/ 

Hallway in northern Manchuria, In 1399 the Banque de l'fodochine 

opened a branch in Shanghai, followed in 1902 by the Cathay t rus t 

Ooap&ny (under the domination of the Guaranty Trust of New York), 

the International Banking Corporation (at f i r s t controlled and 
Z/ 

l a te r entirely owned by the Rational City Bank of Sew lorkTT" m& 

the Banque Be Ig® pour !•Stranger, The Nederlandsohe IIandel~ 

liaatschagplj opened a branch there in 1905, and the Credit Foncier 

pour 1*Extreme Orient in 1907. Several other minor insti tutions 

were born, grew, and died in that periodT"^ 

In 1907 the capital of the Hon$cong, and Shanghai Banking 

Corporation was increased further to Hk'ilS.Q xaillionj in the same 

year i t s deposits rose to Bky224,l laillion and I t s loans and 

rediscounts to HkJ£19,6 million. 

1, Vlnacke, op, c l t , , pp. 157--1, 
2, Bielps, 0. '/,, The Foreign Itoansion of Amor lean Banks, 5 Jew York, 

1927, pp, 117-9 j Hielps, U. ./., «toeHcai^^aI^a"IBroaI, ,' Bankers1' 
Magaslnea January 1930, pp.26-8, 

3 , Jha flhlnffsa Yftar Book,, Premier Issue, China, 193S-S-', pp.1140-
1451. 
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Between 1S90 and 1890 foreign banks entered into th© 

Tientsin market, which took a leading position as a financial 

canter in northern China and a place second only to Shanghai 

among the treaty ports, 

c, Tmanetias OF JAHHCS'-; BANKS 

The outbreak of th© First World tfar brou?£it about iapor-

tant changes ssong foreign bank® in China, The Deutsch-Asiatisohe 

Bank closed, i t s doors in 1914, and a part of i t s shares was t rans-

ferred to the Hongkong and Shanghai Banking; Corporation, Follow­

ing the Russian Revolution in 1917, the Itas so-Asiatic Bank was 

reorganised in Paris, under French law, 

Japanese banks ini t ia ted an extensive development in China 

during the tfar, A Joint 3ino~Jap&nese enterprise, the Ssohaage 

Bank sf China, was organised in 1917, with capital of HO million, 

Half of th i s capital was subscribed by a Japanese group controlled 

by th© Bank of Chosen anf th© Bank of Taiwan, the other half by a 

Chinese group controlled by the Bank of China and the Bank of 

CoKssunications, 

The Bank of Taiwan, which was expanding i t s act ivi t ies in 

southern China (Pukien, Kiangsl, and Swangtung provinces), and 

1, "Foreign Banks in Tientsin," Chines® Dconoslc Journal, October 
1954, pp, 593-405. "" * " 

2. ;7ri$tt» S* F „ Tb^J3ollection and Disposal of JJftritiae arid 
Hative Customs Revenue Jd^e^e ' lS^oluUIon ofTDlTr^Han^hai, 
1927, *~ 
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the Bank of Chosen, which had principal sphere in l.tachurla, 

went into the Shanghai warket during the afar. The lELtsui, 

Ifitsubishi, and Sucdtoiao Banks opened branches in Shanghai 

in 1916 and 1917, In th® sam© year a local institution, th® 

Shanghai Bank, was organised by a group of Japanese TOrchants, 

followed In 1920 by siE&lar institution® in Tlankow, Tsinan, 

Tientsin, 

At the m<& of the War, there w«re about twenty local 

institutions in llanchuria either Japanese or Sino-Japanese 

enterprises, Most of which were established between 1916 and 1913, 
J/ 

with a capital of more than Tf million, 

B . vamx OF ArrniCAH BASKS 

After the ?iret »/orld Jar, there was much activity in 

American banking houses. Between 1917 and 1918 the American-

Oriental Banking Corporation was incorporated under the laws 

of the State of Connecticut by the Haven rrust Gos^any, an 

American firm in Shanghai. In If 21 th© bank opened a branch 

in Tientsin and founded two affi l iated companiesj namely, the 

American-Oriental Banking Corporation of Szechuan, with an 

office In Chungking, and th© American-Oriental Banking Corp-

1, Lee, ?, E,, Currency, Banking, and Hnaneo in China, 
faehingtoni 18271," "|»«89y "Sink" "of "CKoieh7" Wono^ilcniHistory 
ot ^ochur ia , Seoul, 1921, pp. 262-79 anT&TEZT. 
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oration of Fokien, with offices in !<bochow and Anoy, In 1922 

a subsidiary, the Asia Realty Goajp&ny, was established, and in 

1925 the controlling interest of the group was transferred to 
JJ 

a new inst i tut ion, th© American-Oriental rinancc Corporation. 

3n 1913 the Asia Banking Corporation was incorporated 

under th© l a w of the State ©f Hew fork as a joint enterprise 

of a group of Jraerifian banks headed by th© Guaranty Trust Com­

pany of Hew X«k, with i t s head office in Shan^iai and branches 

in Canton, Peking, Tientsin, Hankow, and Changaha, This bank 

took over the interests and assets of the Cathay Trust Cwp&rty, 

In 1919 the Park Anion Jbrelgn Banking Corporation, a joint 

American-Can adian enterprise, opened a Shanes! branch, but. 

withdrew three f&mra l a t e r , selling i t s interests to the Asia 

Banking Corporation* 

The Philippine Stations! Bank opened a branch in Shanghai 

in l f !9 and closed i t two yews l a t e r , owing to heavy losses in 

essshmge speculation. 3h 1923. the Equitable t rust Gompany of 

Hew Tork opened offices of i t s subsidiary, the Squitable Eastern 

Banking Corporation, at Shanghai and Hongkong, while various 

American Interests were prouinent in lawwjhinf u 91no-Amerioan 

1, *»Th« Awerlcan-Orientttl Group,'* finance andjOgjraaercej S5ec@raber 
21, 1932$ Lee. ?* 2 t t OP« c l t „ ppT"^S7~ 

3# Qtwsranty Trust Co, of New York, Trading with China, *1«v "fork, 
1919, p , 24, Vide also Remer, (Xr^FTT^oreTgrinvestments in 
China, New lork, 1933. ' 
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joint enterprise, the Bank of CJe»u©rc©» diiiia, later to be 
J/ 

transferred to cosraplete Chinese control and management. 

In 1919 the African Mispress CoE|jany, Inc., entered the 

banking business in China. 

This unusual and short-lived development of American 

banking really ended in 1924, when the Asia Banking Corpora­

tion was placed in liquidation and its activities were taken 

over by the International Banking Corporation, 

E. F0STH2EI iSPAKSIOH OF IFF'CRNATF^AI BANKING 

Interest in the Chinese market also spread amonf other 

foreign institutions. Shortly after the First World far, 

the Credito Italian© launched th© establishment of a joint 

enterprise, the Baaea Sino-Italiana, with offices in Tientsin, 

Peking, Shanghai, and Hankow, In 1924 the Chinese interests 

withdrew and the bank became a purely- Italian enterprise, the 

Banca Italiana per la Cina, the capital stock of which was 

entirely held by th© Credito Italiano, 

In 1920, the P. and 0. Banking Corporation was founded 

by Far ^astern shipping interests, and the ^etherlandsch 

1. Text of the Charter in Lee, F, C , op. cit,, pp. 183-.>, 
Appendix A, 

2, Tataagna, Pf M,, Italy's Interests and Policy in the Far 
Bast, New Xork, I S S T p T T S T ~~~ ' ~*~~ 
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Ihdische fiandclsbank opened branches in ve«*io\is c i t ies of southern 

China, and a Sino-Sc&Biiin&vian bank and a Glno—Balgian inst i tut ion 

were fonaed. 

Sn 1925, following the signing of a commercial treaty between 

China and Qerma^f, th® D@utseh«Jteiatiaehe Bank resumed operations 

in Peking, Tientsin, and Jf^jthai. 

A new Russian bank, the ?ar Eastern Bank, was organised in 

northern Manchuria, on the basis of an agreement between the U,S,S,R, 

and the Peking Government, with the purpose of talcing over th© 

administration of th© funds of th® Chinese Eastern P-ailway from 

the aosacKAslatlc Bank, This bank went into vol'xatary liquidation 

in 1928 and i t s deposits from customs md sa l t revenues were trans­

ferred t o th© tfan^eong md Shanghai Banking; Corporation, the Basque 

pour i*Ita!©chirns and the Xokohwa %e©i« Bank, 

In 1918 joint French and Chinese interests founded the 

3oeiet# d,r"pargne Pranoch-Chinoise, along the l ines of th© Inter­

national Savings Society (established under French siauageaaent in 

1912), The new inst i tut ion was turned over entirely to the Chinese 

partners in 1926, 

In 1921 the Hesagtoag and Sianghal Banking Corporation raised 

i t s capita! to 9c$90 s&Hioa, of which Hk$20 i&llion was paid -ap. 

1, "Report to the Ministry of Finance on the Liquidation of the 
Bueso-Asiatlc Bank," OhjUwse IScrocalo .3ulleiiji, Jmacx-d 7, 1926) 
,'irlght, 3 , ? , , ©p, o i l , , ppTT^SST""* 
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In the SKTse year i t s deposits rose to L3c#lvl ni l l ion and i t s 

loans and rediscounts to Hk^40S million. 

Sbrcign banks suffered sowi lam of prestige with the 

bankruptcy of the Baaque Industriel! de l a Chin®, which was 

caused by I l l iquid assets , speculative luvestaaents and pol i ­

t i c a l •maneuvers, A Societe £raneaise d<a Qerancc de l a Banque 

IhdustrieUe d© Chine, with an independent capital of IS 

million Jrench francs, was fo r»d and entrusted with the task 

of collecting the asswta of the Bsnque Ihdustrielle, 2hc 

liquidation of the l i ab i l i t i e s was made according - to an arranye-

isent between th® Sronch and Chinese Governments, by which the 

outstanding French share of th® Boxer indemnity was used to 

pay Far Eastern creditors of th® Bank, The liquidation was 

completed in 1325, and a nm inst i tut ion was sot up, the Basque 

Franco—Ghinoise pour l e Cowerc© et 1'Indus-brio, with branches 
J/ in Shanghai, Hongkong, Peking, ami Tientsin, 

1, A withdrawal of deposits from the Basque Industrielle of 
about a half-billion franc® occurred between Juno and lecojs-
ber 19£0, A french banking syndicate, headed by the Banque 
de Paris et des Pays Ba®, came temporarily to the rescue, 
advancing 85Q a&lllon Freu^h francs widen rtelted away rapidly. 
Connections with a Soeiete "aritttn© du ?acifiquo seeras to have 
been chiefly responsible for th© losses, A&ftinot the remission 
of the Boxer Indemnity, the Chinese Government issued bonds to 
the araoant of Ctl̂ 43*9 million, for th® purpose of paying; off 
Far Eastern creditors, ^eragr, C. P . , oo. ci*>,, pp. 0C'-7$ 
ft-*. 13biBa,ynittJBaab 192o, pp. &T-017 igsr4TTIb. 7Lc-0i 1-^>, 

pp. 1296-1300.' 
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Since 19£0 the Châ r- National Bank (American, 1920) and 

the Union '.'obili&re Soeiete Sranealse de Banque et dts Fl&cement 

(Jrench, 1921) have been established. After 1927, the Thrifteor 

Bank (American, 1930), the Underwriters Savings Bank for -the Far 

IJast (American, 1350), the S, D, Sassoon Banking Corporation 

(British, 1930), the Pinto's Banking Corporation (British, 1932), 

the Tientsin Ooaaercial and Credit corporation (itaterican, 1952), 

the Moscow '̂ arodny Bank (British, 1954) were establi3he-J, Banks 

whose date of establishment Is unknown were the Bank of China 

and Japan and the Societa Colonlale Italian, 

During the eighty-five years hetroon 1348 and 193&, an 

average of one fcr oVji bank established in China m&ry year 

and th© influence of foreign banks spread all over the bi^ 

cities, ISy 1950 there were altogether in China thirty-three 

foreign banks and banks in which forei'̂ n capital participated. 

Some 1-11 branches wore scattered over practically all th© former 

trade ports sach as Shanghai, Tientsin, Hankow, Canton, Swatow, Chefoo, 

JiMoy, Foochow, Tsin^tao, Tsinan, I-elping (Peking), Ifakden, Bairen, 

Harbin, and Xlntcw, in addition to other cities such as Ilunraing, 

Kowleon and Mengta*. 

After the outbreak of the Sluo-Japanese conflict in 1937, 

foreign banks other than Japanese banks were forced to a stand-
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s t i l l or subjected to severe restrictions under tha Japanese 

occupation, ifanefceng co.itInued to bs 11 o . I r i t i s , center of 

banking act ivi t ies in the '"ar "last for a while t efore i t was 

taken over by the aggressors. slowfsvfcir, iiany fore.1,11 banks 

showed their cooperation with the Chinese National roverninent 

by taaintainlng' servicer in "ree China arid some even opened new 

branches in th© interiorj for instance, tho XIo.vjkong and 

Shangjiai Dankinr; and the National City of vkw York established 

branch offices in Chungkin'-, China {n ^ar capital . 

I*y 1C33, no less than airly-two Corolla banks belonging 

to nine nationali t los, namel/, five br i t lsh, i'ivo African, 

four Trench, 30 Japanese, two Dutch, two I tal ian, one Russian, 

one Belgian, one German, one trench-Belgian, and two others, 

were established in China, Slice t:w% conclusion of the Sino-

Japanese #ar, saany of th© fomer for?if;/i taiucs tjave resumed 

their operations in China except those bflor.jin^ to th© defeated 

countries, nacely, Japan, Qor»oany, c*v" I taly, 

l* —e Chinese Year Book, l^r . , w , *', n^;,. 

http://co.it


::t?: .:..:? BAIJKS IN CHIHA 
'- (A1!.1 ."iii: ata1 e r a s e r 

j a t e of 
os]Sabll£h-

rnleriC ~ 

Name of I s t i t u t i o n na t iona l i ty Ileal office In China Offices in China 

Br i t i sh London 1374 

i r i t i s h London l l t f 

Mercantile Bank of 
India 

Chartered Bank of 
India,Australia, 
and China 

iSongkong and Shanghai British 
Banking Corporation 

;3Lan^iiai,lk>ntirJong 

Banco llacional 
Ultramarine 
DeutsohnAslatische 
Bank 

Yokehana Specie 
Bank 

Banque de 
1* Indochina 

breach 

National City 
Bank of I Jew Xork 

Banque Beige pour 
1 ' btranger, Tjctre^ie 
Orient 

Nederlandsche Handel-
baatschappij 

Seiryu Bank 

Credit bonder pour 
l^lictre^ie Orient 

Dank of Taiwan 

Banque Trance—Chl-
noise pour le Cba-
merce et 1*Industrie 
Sumitomo Bank 
ritsui Bank 
bitsubishl Bank 
Shanghai Bank 
Bank of Chosen 

American 2xpress 
Company, Ihc, 

Banca Itallana per 
la Cina 

Hankow bank 
Bank of Tientsin 
Bank of Tsinan 

ikmgkong 

Portuguese Lisbon 

Qerasan 3hsn£hai 

Japanese Yokohama 

Paris 

1X4 

1064 

1009 

1092 

1099 

American 

Belgian 

Dutch 

Sino-
Japanese 

5ranco-
Belgian 

Japan© s© 

Gino-
Trench 

Japanese 
Japanese 
Japanese 
Japanese 
Japanese 

Awerican 

Italian 

Japanese 
Japanese 
Japanese 

b'ew York City 

Brussels 

Amsterdam 

,)airen 

Brussels 

Taihoku 

Paris 

Osaka 
Tokyo 
I'olcyo 
Shanghai 
Seoul 

I'ew York City 

lianjjhai 

Hankow 
Tientsin 
Tsinan 

1902 

1002 

1903 

1006 

1907 

1011 

loi;. 

lOly 
1117 
1917 
1917 
191u 

1919 

1919 

i'b?X) 
i:-20 
1920 

Jantort,Bankow, Peipin^, 
3hanghai,Tient;sin, 
Tsiagtao,: longkong 
Araoy,Canton,Chefoo, 
ibochowjllankow, ^ i p i n ^ , 
Shanghai, 3watow, 
Tientsin, i 'sin^tao, 
I ioni^bon-:, I&wloon 
blacao 

Canton,Mankow, Shanghai, 
Tientsin, Tsinct ao 
Canton,HarJ:o".r, A oipinj;, 
Shanghai, Tientsin, 
Tsingtao, I Ion&lcong 
Canton, lianlcow, ilumainn, 
* Iengtga,Poipint". 
Shnaghai, Tients in , 
Hongkong 
Canton,lsan3;ow. Peipinc, 
Shan-hal, Tients in , 
"on;icone 
Hankow, Shanchai, 
Tientsin,Hongkong 

Shanghaljlfanjgkon^ 

Ticntsin,Tsinjtao 

Hankow, Shanghai, 
Tientsin, Hongkong 
Araoy, Canton, Lbochow, 
KankoWjShanfhai, 
Swatow, I longkong 
Peipin ;, Shanghai, 
Tientsin 

Shanghai 
Shanghai 
Shanghai 
Shanghai 
Ji ..an* ;hai, Tientsin, 
Ts ln^ao 
Pe ip in ' , Shan ;hai , 
Tientsin, Ilongkonr 
Shanghai, Tientsin 

Ilanlcow, 'jhan^hai 
- e ipin *, Tientsin 
Tsinan, Jain^tao 



(Continue fro® the 
foregoing page) 

Name of insti tution 

Nederlan&sch Indlsohe 
Handelsbank 

Chase National Bank 

P. and 0, Banking 
Corporation 

Union ^obilier® 
3oci<§te Franeais® 
de Banque et de 
Placement 

E»D*Sassooa Banking 
Company 

Underwriters Savings 
Bank for the Par 
Bast 

Finance Banking 
Corporation 

Tientsin Ceimercial 
and Credit Corp­
oration 

Moscow Narodny 
Bank 

Nationality 

Dutch 

American 

British 

French 

British 

American 

British 

J&sarican 

British 

<)at© of 
eslaBlTsh-

ffleht 
Head office InTJHlna 

Amsterdam 1920 

Hew York City 1920 

London 

Shanghai 

Hongkong 

Shanghai 

Shanghai 

Tientsin 

London 

19£Q 

JLv&Jh, 

19S0 

1930 

1QS9 

1952 

1934 

Offices in China 

Awy, Shanghai, 
Hongkong 
Shanghai, Tientsin, 
Hongkong 
Shanghai, Hongkong 

aianghai,Tientsin 

a atighal,Ilongkong 

3haa^ai,Hongkong 

Shia»#ai 

Tientsin 

Shanghai 

Source* Annual reports of the banlcs, 19361 Ju«4in Foo, "Banking", 
The Chinese Year Book. Shmgial. 1957, p, 556j The Chinese 



CHAPTER TSOr BANKING GROUPING AND OTTER FINANCIAL 

INOTITUTIOMS 

A, BAHKIHG CMWPE30 

\Tith few exceptions, practically all foreign institu­

tions in China transacted general rather than specialised 

banking business-. An elementary classification of th© 

institutions in existence as of June 1937 ( prior to the 

outbreak of the 3ino-Japanes© sfer) can be saade on th© basis 

of nationality. 

The British banks led the market, with the old Ker~ 

oantHe Bank of India and the Cltartered Bank of India, 

Australia, and China arid the powerful Hongkong and Shanghai 

Banking Corporation. Baring th® thirties sen® British 

business firms in the Jar East started banking activities j 

for instance, the S, D» Sassoon Banking 0©s|)&ny, Ltd , in 

1930 and the Finance Banking Corporation in 1953;, And 

other foreifpi banks opened branches in Shanghai, including 

the ?, and 0, Banking Corporation, connected with shipping 

interests, and the Itoscow Rarodny Bank, an institution 

established in 1919 in London by itusslan merchants and later 

on as the financial link for the Soviet banks and foreign 

trade organisations, 

The condition of the Hongkong and Shanghai Bonking 

file:///Tith
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Corporation -nay bo considered sufficiently representative 

of ether British banks in China, At all time the British 

banks are in a position to reap substantial profits JSroaa 

exchange operations on both official and private accounts. 

Before the British 'uoveraaaant declared war with Japan in 

Deejssber 1941, th® following British banks had continually 

expanded their business in China* Hongkong and Shanghai 

Banking Ooporation, Chartered Bank of India, Australia, and 

China, Mercantile Bank of India, Ltd,, E. 0, 3assoon Banking 

Ceqoany, Moscow Marodny Bank, and Thomas Cook and Son 

(Bankers)f Ltd# On February 1, 1939, th© Chartered Bank of 

India* •Australia, and China took over the assets and liabili­

ties of its subsidiary, the P. and 0, Banking Corporation, 

The American group suffered a serious loss with the 

bankruptcy of the Axaericanr-Oriental Banking Corporation in 

195^T M 19Z7 the l&tional City Sank of Hew lork reorganised 

the affiliated International Banking G6rp©rotioa into direct 

branches. In 1981 the Equitable Eastern Banking Corporation 

merged with the Chase Bank, a subsidiary of the Chase national 

Bank of the City of Hew Xork, A few local banks were incorp­

orated under American laws, such as the thrift and Investment 

1, The i!aB«wleani«-0riental Banking Corporation closed its doors 
at the end of May 1955, together with the other institutions 
of the Raven ©roup (Raven -trust Co., American-Oriental fin­
ance Corporation, Asia Realty Co.), This* pyoup wag heavily 
involved in real estatej deposit liabilities of the Aaerican-
Oriental Banking Corporation at the end of 1231 amounted to 
C M . 4 million* finance and Commerce, \!ay 29, 193G, June lc, 
20, 1955, July 5,"l4;"T9^p^ov@5ibiFll, 1936. 
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Finance and Trust Corporation (founded in 1927/ closed in 

1955), the Underwriters Savings Bank for the Far Bast 

(founded in Shanghai in 19S0), the Tientsin CojCTsrcial 

and Credit Corporation (founded in Shanghai in 1952) and 

the Pacific Banking Gorperation (founded in Stianghai in 

1954 m& reer-ganlied in 1985), 'White Tbissians were pro­

minent in all these banks. 

As the oldest American banking institution in China, 

th© %tional City Bank of Hew TJork may be regarded repre­

sentative of this group, Tli© American Express (fompnay, 

Inc., which was founded in 1919, also transacted banking 

business in its branches. 

Buasian banking activities in China had been active 

for soaai t&a® under the Tsarist regis©. Following the 

sale of the Chines® Eastern iiailway to the Puppet setup 

in Manchuria, the Far Eastern Bank, the financial agesaoy 

of the U, S, S, E«, withdrew from th© Chinese market in 

19SS* Besides this there Is now no pure riussian banking 

institution in eadstenc®. 

In the Japanese group, the lokoharaa Specie Bank stood 

out as the oldest and th® largest. Between 1916 and 1920 

private Japanese banking firm® began to appear in China 

like BHJshrooaa, After the closing of the Change Bank 



of China in l'N2Cf/ eleven institutions continued to operate 

in Chinai namely, three official banks—the Yokohama Specie 

Bank* the Bank of Ctjoaen, and the Bank of Taiwan* titroe "big 

private banks—«the l-ltsui, Mitsubishi, and Suadtonio Uanksj 

four local banks of Shanghai, Hankow, Tsinan, and Tientsin, 

and the Selryu Bank (a Slno-Japanese subsidiary of the 

Xasuda interests). 

In the period of Military occispation, th© Yokohama 

Specie Bank, the Chosen,, and the Industrial Dank of Japan 

played an important role in expanding Japanese financial 

interests in occupied China and formed a syndicate of ex­

clusive nature to advance loans to the various Puppet 

regiaes, *faile branches of private eaachaaije banks jaade no 

progress since they were handicapped ia eoapeting with 

official institutions. 

The French group consisted of the Banque de l'Indo-

Chin®, the Union ifobiliire (a local institution with in­

terests in Slaanghai and Tientsin), and tho Banquo irancc-

Chinoise (a joint 3ino—French ent«irprise, heir of the 

Banque Industriell® de Chine), A special savings instl-

1, 'This bank fully paid the Shanghai deposits, but loft 
unpaid the Peipirv: mid Tientsin note issues, ITio 
Japanese Government refused to help the bank, and the 
Bank of China undertook its liquidation. 



tution, th* International ^.vin^a Society, ><as also under 

French law and oanafjoment. Another special savings ins t i ­

tution, the Socilt© d'rp«ir^i© iYanco-Chiaoiso, was trans­

ferred to Chinese ownership and control in 1C23. 

French and Belgian interests wore combined in the 

Credit !?bncier pour I'l^treYoe Orient, In 193.1 the Banque 

Beige pour 1 !2traiif:erreor™anlKOjl i t s branches in the Far 

East into a subsidiary insti tution, the Banquo Bel^e pour 

1'Stranger, Extreme Orient, In business the Belgian bank 

was more .profitable tlian the joint Ireuch and "Jel o.an 

anterpris®. 

Branches in China were taairit^iineu by the Jatch Keder-

landsoiie Ilajidel-tlaatschappij and Nederlandseli indische 

ilandelsbank, Gersaany was represented by th© Betttsch-Asia-

tische Bank. I taly was represented by the Banco ItaHana 

per la Clna, The Banco ".v&iional Ultramarine of Lisbon 

Taaintalned a branch in the Portusjjues® colony of Hacao. 

Since the Chinese ;1overaaent declared war on Jeriauny and 

Italy in Dooeraber 1941, the functions of thoir banks in 

China were obliged to be suspended, 

Sbreign banks wer© establish© * cither ac branches 

and subsidiaries of lar^e forelpn inst i tut ions, or they 

were formed by business interests residin.! In China. 



Direct branches were maintained by (1) institutions which 

had their chief Interests outside China (e. g., the National 

City Bank of New York, the Yokohama Specie Bank, the Mitsui, 

Mitsubishi, Sumitomo Banks, and the Mederlandsche Bandel-

Maatschappij)} by (Z) those institutions having special 

spheres of interests (e. g,, Chartered,Bank of India, Aus­

tralia, and China, the Mercantile Bank of India, the Banque 

de I'Indochine, the Bank of Chosen, the Bank of Taiwan, and 

the Nederlandsche Indische Hand@lsbank)j and by (S) insti­

tutions with special connections and interests (e, g,, the 

P. and 0. Banking Corporation In shipping and the Moscow 

Narodny Bank, serving as the Russian merchants' bank7> 

Subsidiaries or affiliates were set up by those for­

eign institutions unwilling to take more than a limited 

interest in the Chines® market. However, some were just 

a- matter of system conveniently adopted by various banks, 

the offices of the Chase Bank were branches of an affiliate 

of the Chase Rational Bank of th© City of New York, and 

the offices of the American Express Clorapany, Inc. were 

branches of an affiliate of the American Express.Con^any, 

which was in turn controlled by the Chase National Bank 

of the City of Hew York. After 1D27 the P. and 0. 

1. This classification of the spheres of connections 
interests should not be considered aa rigid. 
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Banking Corporation was brought under the control of the 

Chartered Batik of India, Australia, arid Ol&na, Th® Deutscls-

Asiatlsche Bank, th© Banca Italians per la Clna, the Banque 

Beige pour I'Htraager, HxfcreVie Orient, the Seiryu Bank, arid 

th© Banque Fratico-Chlnoise were subsidiaries of banks or 

groups of banks situated in foreign countries, 

Foreign banks established by local interests residing 

in China originated either from commercial, shipping, in­

dividual and political interests for the pmposo of acting 

as their financial agents, or from individuals a© financial 

speculative ventures. The latter type of banking was quite 

common during the land boom of Shanghai in the early ' thirties 

and th© American-Oriental Banking Ctorporationwas the outstand­

ing case, A special development among certain ©osButinities 

took place around 10 &G, with the establishment of Aui©rloan-

registered bank® controlled by .Jhitc liusalans (the Under­

writers Savings Bank and the Tientsin Commercial and "redit 

Corporation) and of Japanese city banks (the Banks of Shanjj-

hai, Hankow, Tsinan, and Tientsin). The B, 0, bassoon B&afc-

ing Cosspany was sot up as the agency of a most powerful 

financial family of Shanghai, 

Jlaufcing above all, however, was the JIon-;!;Gnr» and Shang­

hai Banking Corporation, m i s batik was forr.iod b/ the largest 
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shipping, trading, and engineering interests of Hongkong, 

and in its seventy years bf life it developed a policy of 

close ties with the Chinese laarket, which could be acccsn-

plished only through a board of directors on the scone and 

the backing of British diplomacy, fith its branches all 

over the Far Bast and in the most- Important markets of the 

world, the Hongkong and Shanghai Banking Corporation be­

came th© jnost powerful banking organisation of foreim 

intersts in China---a rather exceptional situation, since 

no other locally established bank ever developed siore than 

a limited business within the Chinese raarket. The short­

lived boons of the Japanese banks could lot cospete with 

this Corporation, although they had made a sossewhat uono-

pollstic advance in occupied China *ktring th© recent war. 

It is also doubtful whether the expanding tendency of 

iSraerican banks in China after th© war can surpass this 

Corporation, 

B. OTHER FPIAHCIAL IilSTITnTIOMS 

Other forc-lm financial institutions! did not develop 

ir1 China so extensively n-. did ban>a, Tieir history was, 

however, not less fascinating. 
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The international n̂vi-igs Society, a ireach iastitu-

tioii with head office in ahangTiai, ii&u a lar;;e m#»»ber of 

branches and offices in the interior and a capital of 1 idl-

lion taels aod u million france, lu usee to attract a large 

number of saving depositors by offering lottery prises, 

;k5me American finance oospanieB had their 'ne&d offices 

in. iahanfiaaij namely, the China --Inance Corporation, Inc,, 

with a paid-up capital of <•> joiiiion taelsj th© Clxina jxjnds 

and ahares Co,, Inc., with a paid-up capital of 1 aillion 

taelsj and the Shanghai Loans and Investments Co., wltn a 

paid-up capital of 1,25 million taels. 

Other foreirpi finance companies were incorporated 

wider the ordinances of Ilbnĵ conpj these included the lattir-

national Trust Co* Q£ China, Ltd*, *!<„& a paid-up capital 

of Kk-vS million, and the Conftsrciai ̂ nvestaont Oo, 

A large nuuber of real estate finance companies ,;rcw 

during the land boosaj the laost important of these was the 

Central properties, Ltd,, incorporated in Hongkong with 

a capital of Hk«l»S ailllion, and the Shanghai Land Invest-

jaent, a real estate firm closely connected «rith the tJongkon̂  

and •Shanghai 3ankiog Corporation with a capital of 7 mil­

lion taelsw 

The greatest crashes in this field occurred In 1935 
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a.'no-Xj ,i.ierican conipariies aid. involved the China .-call / Com­

pany and th© ,iaven ^roup which consisted of the liaven I'rast 

Ccqpany, the AfB©rican-C&*i0rrtal Trust Ctompany, arid the Asia 

-Realty Con^aiiy, 

, "est insure .ec businecs in China was l a the hands of 

Br i t i sh firms• Aaaonr the few loca l foreign insurance cm*-

panies , the two oldest were the Union Insurance 3ociet"- of 

Santo::, wihh several subsidiar ies and ari*.h t o t a l as v t a of 

vx-11 over ~d f j i l l l c i , and "<Le Jairtoa Ins1 ranee Office, Ltd . , 

controlled by \ e s s ru . Jardlne, 'atheeon, and Co. (the 'lost 

important s/vippins: m& carcicrcial first of Ilonrkons vrlth 

i n t e r e s t s In the aongkon:; and Shanghai Banking Corporation, t 

haviru asse ts of :,iore thart 12c 17 *nillifx:. V'-e l a r <• rl local 

foreirji firra In China, hov»*over, was th ' Internat ional In­

surance Co., Ltd . , in Sham^ai, v/ith " paid-up caj_ll.r>l of 

5 ss i l l ion, 

Voreicn stockbrokers were nepbers of the Shanghai *&ock 

ricehange, which -serced In lOijr with the Shanghai Shareholders 

Association, incorporated In Hnnikon'-. A Pe?: of the largest 

brokerage firms of Stan "Vat acted for for^I/n brokers. 

l u a l l y , mention M.̂y be made of the ?orcl ;'A 'iichani-o 

bankers' ..ssoeLatioi of ^jaufj^i , -,.r.dch w.*vS t ' .- only ^orei-n 

bankers ' Association or organisation iJ1 31 .Inn, I t s chief 

file:///essru
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yjaycw was to faci l i ta te tiiu operation of forei'jn «aa}han-%o 

basi less. The office of th i s association was located in the 

Chartered Dan': of India, Australia, -wd Xlna, 
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CHAPTER THREE i MANAGBENT AMD RESOURCES 

A, 03GAMIZATI0N 

tactically all foreign institutions and organiza­

tions handling monetary and financial business in China 

were under their own control and enjoyed unlimited liberty. 

Prior to the recent Sino-*fapanese conflict, foreign institu­

tions were legally restricted to the Treaty ports (i, ©» 

those cities opened to international trade by China on the 

basis of treaties or by voluntary action) were prohibited 

from maintaining branches in the interior of the Country. 

Owing to the special rights of extraterritoriality, however, 

most foreign banks such as British, American, Japanese, French, 

Belgian, Dutch, and Italian, were virtually subject to their 

own laws, Even the few banks belonging to Germany and the 

tJ.S.S.R., which had abandoned their extraterritorial rights, 

and some Sine-foreign banks were permitted to operate contin­

ually in the foreign-oontrolled areas by agreements between 

China and the Treaty powers and to enjoy certain amount of 

privileges. 

Shanghai was by far the outstanding financial center of 

China. Minor centers were represented by Tientsin in northern 

and Hankow in central China. Hongkong was the leading market 
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of southern China, although it was territorially alienated 

from China by virtue of the Sino-British TreatyX and the . 

small island of Sharaeen, the Anglo-Pronch concession at 

Canton, was an appendage to Hongkong. ?orei,<Ti iastitu-

tlons operated in a few other cities) namely, in Peiping, 

as relics of the city's past political is^portance; in Che— 

foo and Tsingtao, two military and commercial ports of Shan­

tung} in Sbochow and &aoy(3?ukien) and in 3*ratow (iiran{tung), 

owing to the large flow of the overseas-Chin3se readttancesj 

and in Jengtss and Kunming (Yunnan), on the highway and 

railway routes between French Ihdo-China and China, Japan 

had special interest in ?3inan(Shantung), Attempts aade by 

foreign banks x& extend their activities to Chungking (5se-

chuan), China's war capital, wore only temporarily successful. 

The developawnt of foreign banking system in China 

seemed ©jiite colorful. The ;no»t characteristic elenent of 

the internal organisation of a foreign bank was the "Cosqpra-

dore*" The was the responsible representative and interme­

diary of the bank in transactions with the Chinese customers 

and correspondents, who derived his original raiaon d'etre 

from the restrictions imposed upon foreign banks outside 

Treaty ports. He was utually a wealthy Chinese, with ^ood 

1. The Sine-British Treaty of 1342 concluded after the Opium 
ffar. 



social standing and large business connections^ who was 

willing te> take on his own responsibility the handling of 

a foreiga bank's operations with Chinese clients under cer­

tain terms as fixed in a written agreement with the bank. 

The functions of a Coispradore were various* intro­

ducing new clients to the bank} collecting deposits} 

negotiating l@an®j buying drafts and orders from native 

banks and in the market} buying and selling coins and bank 

notes} countersigning loans, contracts, or promissory notes 

with and of Chinese firms} issuing checks in his own name 

on Chinese banks for account of foreign banks. For all 

these operations he received brokerage fees ranging from 

| ©f 1 per ©eat to 1 1/0 p&r cent} on special transactions 

•Woe ©ew&saion was fixed before the-of-year settlement. 

Th® Gospradore wag required to guarantee all -the 

transaction® mad© through his office, and also, until Uovea-

ber 19S5, the silver stock held by the bank, A cash deposit 

with the bank was required} until 1952, however, land deeds, 

bonds,, and other securities were accepted. The amount of 

this deposit was CNvlOO,000 or xaor© in average, on which 

interest of 5 or G per cent (a rate slightly above that paid 

1« As time went by, such qualities degenerated. 



on fixed deposits) was allowed by the bank. This deposit 

was not withdrawable except after the final settlement of 

all claims arising from th® agreement. 

It is evident that th® slae of th® transactions guaran­

teed by the CoH^rador® often ran many times larger titan his 

deposit. Although the amount of defaults was net exactly 

coaraensurate with the amount of the transactions, the for­

eign manager nevertheless was required to take special pre­

cautions la dealing with Chines© customers, in addition to 

the guarantee of the Goqpradore, 

Ih order to perform hi® functions, the Caapradore 

maintained a sami-autonosrous bank department for which he 

received a small allowance of around CN#5QG or wore a month, 

out of which he paid his staff. The Coapr&dors *s department 

was formed* (a) by a group of internal ©Employees, such as 

an Assistant CoK^radora, a cashier, who kept the keys of 

the bank's vaults jointly with the foreign cashier, soae 

bookkeepers and until 19$ 5,, a silver expert* and (b) by some 

external es$>loyees, such as the market reporters, to yive 

references on customers and transactions, and socio iaon®y 

collectors^ in charge of collection and delivery of sjoney 

and documents outside the bank. Some minor es^ployees, call­

ed shroffs, engaged in examiniag and changing coins} they 



also performed other small functions. Bnployeea could not 

be hired or discharged without the consent of the foreign 

manager, but they were responsible only to the Geis$>radore, 

who in turn was responsible t© the bank for losses suffer­

ed through any of their aet»# The autenssay of the Conpra* 

dore's depsartasent was more marked in northern China, where 

he used to run a banking business ©f his own, often not 

exactly distinguishable froro the business raade for the 

account and in th® nam® of the foreign bank, 

% e importance of the Oerapradore declined during th® 

'thirties, sinee many of the reasons for his existence were 

gradually disappearing* The go-between nature of the Com­

pradors status aroused aaay coisgslaints fnaa the Chinese 

communities in general. The growth of Chinese saodern enter­

prises sad© possible direct contacts between foreign banks 

and Chines® clients, while the progressive unification of 

the country and the nationalisation of silver ( the curren­

cy standard) restricted the amount of legal and financial 

risk involved in banking and exchange transactions. The 

obstacle of the language was lessened by the development of 

the knowledge of Mandarin Chinese aaon^ foreign employees, 

1. 'Popular voice against the foreign banking practices in 
this respect was especially strong during the northern 
cawpagin of the Nationalist forces, 1027-'20. 
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and by use of SagXlSh language- in iwdern Chinese enterprises. 

Consequently, specified limitations were introduced on the 

liability of the Ccaprador® to a certain percentage of th© araount 

of each transaction, while th© foreign still found no way to do 

away with the tisse~old system.. In southern China his role in 

foreign trading fins® was progressively transferred to inde­

pendent brokers, although no such developsasnt appeared common 

among all banks. 

fllth the Instability of some native banks, while perform­

ed in part the role of mamj brokers, the foreign banks were 

obliged to depend upon themselves for the investment of sur­

plus funds, and this fact contributed considerably toward placing 

the Coapradore in a position of credit adviser rather than in 

that of a responsible representative of the bank. Moreover, 

during the *thirties, a trend was apparent toward centralising 

the authority under the control of th® foreign manager, and 

toward limiting the duties of th® (feqpradore to the super­

vision of the counter transaction performed through the Chinese 

staff, 

B , iiraouifC-TS 

The secrecy and nysteriausness with which foreign banks 

treated their operations sake it impossible to analyse statis-
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tically their resources and transactions. Foreign banks with 

their head office and main interests in China could ;̂d.ve a 

fair indication of th® resources and had their importance not 

been limited—with the exception, however, of th© Hongkong 

and Shanghai Banking Corporation. Banks with their head office 

outside China refrained from issuing separate statements fat* 

their Chines© branches, 'fhe statesnents published by subsidiari­

es #f foreign institutions could easily be jnisleading, since 

these banks were backed by resources and connected with a range 

of operations far larger than that Indicated. 

A description of the resources and operations of the for­

eign banks can be attempted only in an indirect way, i, e,, 

by examining the changes occurring in the sources of banking 

funds and by following the external operations of the bank®, 

l\m jaain items of th® statement of foreign banks with principal 

interatg in the ®b&mm market have been tabulated with special 

regard to the period imnsedlately preceedinr?; the opening of 
1/ 

Sino-nJapanese hostilities In 1937. 

1. Only then condition was suitable for raaking such an analysis. 



JlESQTTHQSg OP fOREieW BANKS IN CHItIA (A? W.A .1M 0? 19U') 

Belgian 30,000, 
Franc 000 

.- Guilder .. 

Official 
'''unit'of 

Name of institution account 

Mercantile Bank of 
India 
Chartered Bank of 
India, Australia, 
and China 

Hongkong and Shang­
hai Banking Corp. 

Banco National 
ultramarino 

^eutsch-Aslatisch® 
Bank 

Yokohama Specie 
Bank 

Banque d© 
I'Indochine 

National City Bank 
of New fork 

Banque Beige pour 
1 ' Stranger, octrfeae 
Orient 

Nederlandsche Handel 
'.faatschappij 

Seiryu Bank 
Credit Fonoier potir 
I'2xtr4be Orient 

Banque Franco-CSii-
noise pour l e Gdra-

jaeree et I1Industrie 
Bank of Taiwan 
Sumitomo Bank 
Mitsui Bank 
Mitsubishi Dank 
Shanghai Bank 

Bank of Chosen 
American Express 
Company, inc. 

Danca Italians per 
l a Cina 

Ilankow Bank 

Bank of Tientsin 

Bank of Tsinan 

Nederlandsoh indische 
^andelsbank 

Pali 
capl Reserves osits Total assets 

British .. 
Pound 

British .. 
Pound 

Hongkong 20,000, 
Dollar 000 
Portuguese .. 
Escudo 

National 5,705, 
Xuan 000 
Yen ,. 

French •, 
franc 

dollar ., 

•. 

*» 

114,H75, 
P50 
* • 

Kt* i/vAsi* 

000 
* * 

* * 

» * 

157,943, 1,130,307,559 
G52 

39,956, 49,053,068 
051 

''4,1 T', 170,139,528 

Yen 
Belgian 
Franc 
French 
Trane 

fen 
Yen 
Yen 
Yen 
National 
^uan 
Yen 
Oollar 

Dollar 

Yen 

fen 

Yen 

Guilder 

* • 
70,000, 

0O0 
50,000 

000 

, . 

• » 
» • 
• * 
100, 
000 
* * 
* » 

1,000, 
000 
250, 
000 
' i*« J , 

000 
250, 
000 
. * 

« , 
12,009, 

699 
4'5, 000, 

000 

• * 

»» 
•» 
• » 

£*D . 

000 
* * 

« • 

190, 
•>ss 

103, 
5S0 
1B0, 
300 

,» 

• • 

»# 
15,009, 

112 
TO "> 

• * 
* * 
• • 
. • 

X yt/^X, 

» » 
* 0 

1,00% 
:"/9 

1,70?, 
•317 

1.040, 
105 
* * 

•« 

•, 
107,003,728 

41-', 035,522 

• * 
* * 
e * 

m • 

1 J 2 S 5 J E 3 1 

• * 

»t 

'5,020,593 

3,123,094 

4,404, *>7G 

» # 

e * 



•Continued from the foregoing p a g e -

Official 

Name of institution 

Chase Bank 
P, and °, Banking 
Corporation 
Union Hobiliere 
SociAt* ' rancaise 
de Banque et de 
Placement 
E, 0. Sassoon 
Banking Co. 
Underwriters Savin ;/s 
3ank for the Par 
Last 
Finance "anking Corp, 

Tientsin Cessaercial 
and Credit Corp. 
iJoscow Haredny 
Bank 

unit of 
account 

dollar 
Tjritish 
Pound 
national 

British 
Pound 
National 
Yuan 

Haikwan 
T&el 
National 

hxim 
British 
round 

irutd-up 
capital 

., 
• • 

2,000, 
000 

500, 
000 
500, 
000 

200, 
000 
50, 
000 
• > 

Reserves 

•« 
,» 

209, 
. 442 

17 % 
000 

000 

* • 

1,162 
? 

*« 

Deposits 

.. 

/ " 

1,074, 
235 

4,790, 
163 

2,G70, 
269 

« * 

201, 
7fS0 
* • 

%tal aosets 

. « 
s .. 

4,577,151 

7,501,510 

5,604,0-04 

• # 

722,536 

* * 

Source4 i t a u a l reports of the banks, 103Gj «*u~lln Foo, "Banking", 
The Chinese ^ a r Book, Shanghai, 1937, p.OSbj The Chinese 
Hankers ' Yearn^ookV X^S6, 
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1# CA?lTAIi—It apijears that there was a jreat yiriety in 

the proportion between capital and reserve®, and between 

total capital funds and earning assets in wany eases. The 

Hongkong and Shanghai Banking Corporation accttmilated assets 

totaling about Ilk$1,000 ndlllon over a paid-up capital of 

only Hk-120 million and a reserve of flkizOO' udllion (of which 

about llk$)0 million was maintained in sterling)* A similar 

proportion between oapltal funds and assets of approximately 

1 * 10 ©ay be observed in the 1. D. Sassoon Banking Ooapany, 

and was probably fairly general in the case of other British 

and American banks. European institutions had capital funds 

ranging from one seventh (Deutsch-Asiatische Bank) to four 

fifths (Credit Jbneier df SxtreW Orient) of their total assets. 

Japanese banks showed an average ratio of 1 * 7, Branches of 

banks with their laain activities outside of China worked chieC-

ly ©n the basis of their own local resources, with no special 

appropriation of funds f m s the head office, 

2, DEPOSITS—As a general rule, foreign banks in China 

accepted current, or demand, account? and fixed, or time, 

deposits in the common form used abroad, Japanese banks also 

the so-called "special current accounts'1 which differed from 

the usual current account in that they were withdrawable only 

by passbook entries and were, therefore, less frequently 
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drawn upon than the checking accounts. Deposits were made 

and accounted in various currencies, mainly in the official 

currency of each bank, but also in other foreign currencies, 

in the Chinese national and / or local currencies and, until 

1955, in taels. 4s a conseqoence, changes in the figures of 

deposits, as they appeared in bank stats?a©nts, partially 

reflected the chances Which occurred In the exchange rates 

between the official currencies used \ry the bank3 and any 

other currency in which deposits werr accounted. Figures of 

increase or decrease in deposits tended, therefore, to be 

misleading, especially during periods of nonetary disturbance, 

iflth these basic limitations, it is apparent that deposits 

in foreign banks expanded steadily until 1950j in the follow­

ing years they maintained a rather stable level with minor 

oselllatiotsa and a certain tendency to contract. Jh 1930 

the Hongkong and Shanghai Banking Corporation showed current 

accounts awpanting to Hkjfl29,4 million and f laced accounts 

amounting to HkC>295.9 milllonj at the end of 1936 its deposits 

amounted to Hk*649,3 million and Hk^lB.S million respectively. 

tfith regard to deposits of branches of foreign institu­

tions, no information is available. But the account undoubt­

edly was very lar^e, particularly in the case of British and 

.American banks, which were almost the traditional depositaries 
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for the Chinese capitalists, i'he deposits were largely 

in the forts of current account®, although trust funds 

amounted to considerable s-«s in a few instances. 

According their source, deposits iaay be classified 

intoJ (a) official and (b) private, 

(a) Official Deposits-— were the funds kept for the 

account of public authorities, either foreign or Chinese, 

-tost of the foreign banks acted as Treasury amenta for 

their respective Governments and, by reasons of political 

relations and by right of extraterritoriality and autc-* 

aeraous administration, they adraini stared the funds of 

their national diplomatic, jailltary, and judiciary authori­

ties located in China, 

These funds usually ran into substantial figures. 

The expenditures of foreign Governments in China were 
J/ 

est inflated at around CHvlOO Million (or #30 million) during 

a normal pre-1957 year, funds of the foreign mmioipaliti-

ees and agencies of foreign concessions ware likewise 

administered by foreign banks. In the year preceeding 

the Sine—Japanese conflict, the total Income of the Inter­

national ^Settlement and of th© French Concession in Shan^-

hal amounted to about GIij4G million, and that of the other 

foreign concessions (in Tientsin* British, French, Italian, 

1, Tills estimate was inade by ^, Ilann. 



and Japanese5 in Hankow s French and Japanesej in Canton i 

British and French* and in Araoys the International Set­

tlement) amounted to about ON $5 million}" the revenue of 

the British colony of Hongkong was slightly less than 

HkUSO million, and that of the Per tu&uese colony of Ma­

cao was about GF.I& million, 

JJ 
The payments of the Beater indemitles were origin­

ally included awon? the official deposits with foreign 

banks. The German, Austrian,Russian, and Italian indemni­

ties ceased to exist to all intents and purposes by 1934, 

The first two were canceled by the war and the other two 

were ̂ ^conditionally reraitted in 1924 and 19S3 respectively) 

all four were used until January 1936 as security for China's 

internal loans. The French and Belgian indemnities were 

fully converted into two separate foreign loans in 1925 

and 1928, and a foreign loan was Issued on a share of the 

British indemnity in 1954. % e Japanese indemnity continued 

to be paid in sterling to the Yokohama Specie ^ank in -tendon, 

the annual payment amounting to £393,897. All other por­

tions were remitted to Ghina under various agreements (with 

1. All th© settlements and concessions were taken over by 
the Chinese Government after concluding consecutively 
new treaties with various countries for the purpose of 
abolishing extraterritoriality and other privileges since 
the inauguration of the National Ctovomment. 

2, The itoxer indemnities were originated from the ^ekin^ 
Protocol of 1001. 
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the united States in 190R and 1925, with Great Britain 

In 1950, and with the Netherlands in 1935) and were placed 

under th© administration of Sino-foreiiBn boards of trustees. 

The* funds were thereafter deposited with the Central Bank 

of China and other Chines© raodern banks, mid th® only 

balance which continued to pass throufh th© foreign banks 

was that used for serveies of foreign loans or for other 

purposes abroad, 

firing the 'twenties, the Hongkong and ,%anf#ial Hank-

in? Corporation held customs and salt receipts (with ninor 

portions allotted to the Banque de I'Indochine and to the 

Yokoham "Specie Bank), which.served as security for th® 

payments of the principal and interest on for̂ lrjn loans. 

At the end of 1928 the National Government carried on a 

reorganisation of the Salt Inspectorate and of the Cuatoias 

General Inspectorate, end placed them under the irsaediate 

control of the Ministry of finance. At the some time th© 

custody of the revenue, which was entrusted to the Ins­

pectorates, was transferred to the Ministry of Finance, 

which in turn deposited the raaln portion of the funds, 

the ordinary balance of which averaged more than ClftlOO 

million, with the Central Bank of China. In 1952 the 

transfer of the balance to the Central Bank of china was 



was completed and only pension funds of the foreign 

personnel continued to remain on deposit with foreign 

banks* 

Other official funds of a similar kind were the 

SUMS deposited 011 account for forei#a loans. Various 

loan a^reewents required that deposit of Installments 

for payments of interest or principal be made at least 

fourteen days and soaettees twenty days or nor© before 

the date due, and the edsj&aistratlcns of various rail­

ways were further required to deposit with the serving 

banks all surpluses of th® net revenue xip to an amount 

sufficient to cover the following year's installments 

of interest and principal. In son© cases all the receipts 

had to be deposited with the eervlnf- bank. 

The loans secured by the revenue of the rarithne 

Custoas were constantly honored, i'hree foreign loans 

issued with the security of the ranltted portions of the 

Boaer Indemnity (on tho French, TJe'l^an, and British 

shares)* In 1937 total installments and interest on all 

loans with charges on tho customs amounted to i$.r> million 

and to .>i,4 million, payable Into the T!on,-;Ican~ and Shang­

hai Banking Corporation, the Banque Beign pour l^ftr anger, 

the banque de 1 Indochlne, the Yokohama Specie Bank, the 



<*1 

Banquo Franco-Chlnoiae,and three Cicvernment banks (the 

Central Brink of China, tho Bank of China, and the Bank 

of Co.asmmloationn), t f th' loans secured on the sal t 

revenue, only the China laparial Jo Vermont 4 .or Cent 

5 ji®r Gent Gold Loan of I T 5 was re -llarly serviced to 

trie Hongkong ant1 %arif»hal JankLi^ Corporation and the 

Banque d 1'Indoahin.e, Tie >iap Loan of 1"1«2 rcB-aloed 

in arrears with capital installments, but i t vras entire­

ly covered in 103D and 1037, payments boint, *iade to the 

Chartered Bank of I idia, Australia, avid China and to the 

Hongkong and ^han^Kiai Banldni; Corporation. 
fel l 

All th® railway loans/in default between 1̂ ~J and 

1933, on both principal and interest , .Tit» o-ily three 

ewseptioas. lajjortant readjustment i of loans in 1cfault 

took place in 102"; and I'll" b / a--rre> ioat ̂  between th© 

" l i i s t r i e s of Hallways and finance and the ere'liters 

represented by forei^i banks (th© longkonj and Shanijhai 

Bcnking Corporation^ tho Jeutsel-Asiatiicl.e Bank, I-he 

Chartered Bank of India, Australia, and China, and the 

Banque beige pour 1*stranger). Overdue interest was 

1, Loans on which full paj i^iua were naiutained were the 
China Imperial Milway f> Her Cent Jold loan of l 1 ^ 
U el i:i >- oikden -ailway), iue £ipcrlai >ino3c ^overnraent 
0 ler Cent aian^ai-ll&ilghor"1'151^^ .^ilway Loan, and 
the 6 ner Cent treasury Botes of the Tsingtao ^«&lway. 
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cither canceled or reduced. In the l a t t e r case, two 

different rjethods were applied. Fi rs t , a new interest-

bearing bond was issued equal to one fifth of the accu-

Talated ovordue interest , Second, a non-interest««>*o«irln{" 

bond was issued for the overdue interest , calculated at 

a rate lower than that originally owed on the principal. 

Regjaynwit of the capital was spread over a long period 

.from twelve to f i f ty years, be^nning 195J, 1^3?, and 

1040, IJcw interest rates were fixed st l | to 2 J -psr cent, 
J/ 

l a te r to be Increased to 4 and 5 per cent. 

I t i s isjpoftsible to ©stiniate the net balance* which 

was kept by the fore ism banks in official aocrtunts during 

the years prior to 1937*. I t was certainly very large and 

played an iraportant part in their operations, since i t 

provided the batiks with fixed funds of charges, which 

could be invested on especially good terms. 

(b) Private Jepogits~~-origt'nated chiefly frora for­

eign nationals and from Chinese capi ta l i s t s . Local Acier*-

ican banks particularly attracted sraall savings from the 

r'/hite fiussian eoraannity. The largest amount, however, 

was represented by the current accounts of foreign firns 

and by the funds of foreign ialigions, educational, and 

1, All the loan transactions deserve a store detailed d i s ­
cussion. Brief mention wil l suffice for our present 
analysis, 'aterials are drawn lar-ely froi.i official 
documents, 

2, The Jteerican-Oriental Banking Corporation, for instance, 
had SOBS© C\'.3.5 saillion nf -ussian denosits, out of 
CN$8.3 million of total deposits. 



charitable institutions. Business investments and non­

profit property owned by foreigners wore estimated by 

Remer in 1931 at slightly less than 1-2,000 million, 

Hongkong Include 1, buL lanchuria excluded, and appro­

ximately vlO million or 115 joillion was annually remit­

ted to China from abroad for religious and cliaritable 

purposes, Forcirn activities in China therefore supplied 

a substantial amount of current deposits to foreign banks. 

Deposits from the Chriese may be grouped under three 

items, first, deposits of Chinese firms declined after 

1950, when modern banks began to offer the same faciliti­

es on fair security and on better terms then foreign banks 

were able or willing to provide, !foreover, since the pay­

ment of customs duties was nade through the Central Bank 

of China after 1928, and Customs 3old Units beginning 1SS0, 

Chinese as well as foreign firms became accustomed to main­

tain a current account in Customs Gold Trits with this bank, 

instead of an account in taels with the Ilonrfcong and Shang-

hai Banking Corporation, as they did previously. Second, 

savings of officials, politicians, warlords, and of the 

1, The Customs Gold Units wr.3 an accounting currency with a 
gold content of 80,1866 centlTaTiS, which was substituted 
in 1930 for the IIaik*in Tael, iuwioualy used as the cus­
toms accoontlng currency. The exchange of the C.n.U, with 
the other currencies was fixed dail/ bv the Central Bank 
of China, 



bourgeois elements of China in general continued to 

represent tho-bulk of the fixed deposits, ©specially 

In tit© case^of tho Hongkong and Shanghai Banking Corp­

oration and of the National City Bank of Mm "fork. 

Third, th® ao-oalled "bad money," or wandering funds 

searching temporary safety, had accustomed in foreign. 

banks to a considerable extent throughout th© political 

crises of China, 

In general, it may be said that the supply of 

funds to the foreign banks was always abundant, although 

there was no definite increase and a decrease was some­

what noticeable during the years immediately preceding 

1957. A surprising increase of deposits in the foreign 

batiks during the recent war due to the flight of capital 

should be regarded as only a temporary phenewmon* 

3, SILVER STOCKS—Before the memotary reform of 19SS, 

foreign banks used to keep their reserves in silver bars 

and coins; they were the money bags of the country, 

through which all .international aoveaaents -of white metal 

were passing. In 1921 nearly 70 per cent of the silver 

stocks of Shanghai was held by the foreign banks, but in 

the following years their importance' as acmey—keepers 

was somewhat lessened, and in 1031 they held only Z" per 



cent of the %aaghal silver stock. During th» two year® 

following! as a result of the spectacular inflow of slivw 

into the vaults of Shanghai, holdings of the foreign banks 

roe© to SO per cent of th© total , A reversal in the tread 

followedVery rapidly in 19M* hcwwer, wh@n silvw was «©~ 

ported at unprecedented speed* Stocks in Sitan^aiWer® de­

pleted until Jpril 19SSf when a wgentlewt1®! agroei»ntM 

between foreign banks and Chinese authorities was reached 

in order to restrain th® banks ftw making ffurtlunr atdpewt* 

of silver abroad. I t is iisjpossible to state how effective 

th® â MseBsent was* since despite th® fact that l i t t l e silver 

was left in Shanghai, the decline in the stock of the foreign 

banks omtinued. I t fell from C£$55 nUUon at the end of 

April,to G8&6JF mllUon in September 19SG, 'Hals dee!***, 

hcwever, may ̂ unm been caused by buying oporatlcais of the 

aov®m«nt banks, la order to cover .their send ing not® 

'issue and for shipments to the interior, yfim-m the stocks 

had been depleted by exports and hoarding, 

4. ISSUE OP BANK BOTES*—The silver stocks were kept by for­

eign banks both as general banking rwservaf. and as epooLal 

reserve© against the not® issues. The circulation of bank 

notes issued by th© foreign banks was both gatwal md lo-

1, Vide Chapter Five for more discussion. 



gaily unrestricted, foreign bank notes may be divided 

into two groups s bank notes issued in territory under 

foreign sovereignty, and bank notes issued in Chinese 

territory. To the first type belonged th© notes issued 

in Hongkong, Bairen, and abroadf tho second, type con­

sisted of the notes issued by the offices of foreign 

banks situated in China, 

Bank notes were issued in Ilen^cong by three banks, 

the Hongkong and .%jmghai Banking Corporation, the Char­

tered Bank of India, Mstr&Ua, and Chiaa* and the -Iwc-an-

tile !3aak of India, Their total note issue in June 195? 

amounted to Hk0l88»S million, ©f which about I8c£50 million 

to Hk$40 million was estimated to be in sirculation in 

southern China, A small « » m t of notes issued hy the Inter­

national Banking Corporation w«re in circulation in Canton, 

Kotew issued by the Banque de I'Indochine in French Xndo-

China and through its agencies in China circulated la 

Yunnan and liwamgsi. 

The Yokohama Specie Bank used to maintain a silver 

note issue in yen from its office of Bairen, and these 

notes circulated among Japanese in northern China along 

with those of the Bank of Chowan. Ijetes issued by the Bank 

of Tatiran circulated anting Japan® s© residents in southern 



and nortern China. Yen bank notes of the Bank of 

Japan appeared in circulation in Shanghai at the end 

of 1955, with little success, Dtwing the Japanese 

military occupation of China, however, Japanese military 

notes issued by the Yokohama Specie Bank and the Bank of 

Japan spread all over the areas under their control. 

At the middle of 1955 some CWfJS million in foreign 

bank notes was in circulation in Shanghai and about 

CN$1.5 million in Tientsin, These had been issued by 

the Hongkong and Shanghai Banking Corporation, the 

Chartered Bank of India, Australia, and China, th© Mer­

cantile Bank of India, th© International Banking Corp­

oration, the Banque Beige pour 1*Stranger and, for very 

small amounts, by the American-Oriental Banking Corp­

oration and the Deutsch-Asiatische Bank, Foreign Bank 

notes were also in circulation in Hankow (Hopeh)* in 

Changsha (tfanan) and in a few other cities with foreign 

bank offices, lksrever, th© circulation of foreijsp, bank 

notes was noticeable only in southern China, where the 

Bongkonr dollar remained the general medium of exchange 

1, Japanese notes were withdrawn from Ilanchurla beginning 
1937 as part of the plan to introduce a unified cur­
rency issued by the so-called Central Bank of '. anchou 
under the puppet regime. 



for the foreign community and for all int«ar-pc»rt vratift-

actions, and to a lesser extent in Tientsin,wh©re foreign 

traders and foralon residents were still dominant. 

In general* in 19S6-1057 the problem of foreign currency 

seeded t© have lost its traditional isijpertaaoe, though net 

being entirely out of existence. The years following wit­

nessed, a temporary disturbance caused by the .intrusion of 

Japanese military notes as well as bank notes. 



CHAiTin yamt OI-'SATIOIJI* : I D Acnvxrrs 

There was hardly any legal reatrlction loosed upon 

the operations and aefeivitles of the fcKtdgs banlcit* To my 

the leasts ww**- foreign, battle could function llica a wild 

horse, Star Instance* t t e Hongkong aid Shanghai Bonking Corp­

oration was icathorisedt by the charter!*^' Ifon^cong Ordinance, 

to carry on "the business of banking;, md as a x i l l a r y thereto 

the oth«r business*» oontalned in t^enty-t^weo long paragr** 

phs of Article 3 of the bank*s regulations* Wo Hs&tailon 

whatever was sat on opewsttets, inviastswaits* securities* 

transactions, prQsntlaria'or on "al l such other acts and things 

in a l l parts of the world as shall sees to the bank incidental 

or csndoelv® to the attateacnt of th© above objects or any 

of them*""^ 

Their operations and act iv i t ies sraay h® classified as 

follows} 

A, \KBOm LQAH3 AND I7Via'JJBBTS 

After the Talking rebellion and the troubles with 

fjoreiga powers between 1040 and 10J0* the Chinese Imperial 

Government of th© !3anfihu Dynasty found i t no longer possible 

to maintain the cuatonftiy policy of meeting public cspenUi-

1* Ordinance and ^ejnilatlons? of tho ltonpfeomr and Shanghai 
Banking Corporation, "ongkong, 1929f p . 80, ' 
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turea on a cash basis and thus began to gradually rely 

upon internal loans and foreign banker The first foreign 

lean was made in 1865, In 1374 loans to the Chinese 

Inperial Government were by the Britlan-chftrtered Oriental 

Bank Corporation, Between 1375 and 1387, about ten loans 

advanced by the Hongkong and Shanghai Banking Corporation. 

These loans consisted of United sums oi silver and gold, 

for Military purposes and payment of indemnities. They 

carried annual interest rates from 8 per cent to 9 per cent 

and were remlarly repaid* So far no political loans of 

great importance were floated} and no pressure was exer­

cised by the financial institutions over the Chinese -Qovern-

nent. 

Henceforth the dependence of China upon foreign loans 

and foreign financing increased rapidly. After the Sine-

Japanese War in 1895, loans to the Chinese Imperial Govern­

ment by the foreign banking firms enornously expanded. Two 

war loans were issued by the Hongkong and Shanghai Banking 

Corporation, In 1895 the C&ssel Loan was floated by the 

Chartered Bank of India* Australia, and China, In the 

same year the Hongkong and Shanghai Banking Corporation 

entered into an agreement with the Deutsch-Asiatische Bank 

34 Vinaeke, H. M,, pp. clt., pp. 4&-6Z, 



for joining financing of tho 7ilneso 'Jovern»n>, Three 

loans were issued under this arrangement$ in 1 T 3 end 

1098 for payments of th® indssmity to Japan, aid in 1906* 

the only loan then connected with tho Boxar Indemnity, 

The conditions? of the 1890 loan were particularly onerousi 
time 

as for the first/serious limitations were placed upon 

China1e tariffs and use of custom* revenues. 

Ibreign banks were vory active in the financing of 

railway construction and in the "scramble for concessions^ 

connected with it. In 1830 the Hongkong and Shanghai Bank­

ing Corporation formed the affiliated Ifritish and Chinese 

Corporation* Ltd., for the financing and managawat of rail­

ways and industrial enterprises, Theso fatereste remained 

la control of the investment market during th© following 

ten years and took over four issues for a total aaount of 

£7,7 aillion at an interest rate of S per cent and at prices 

varying fro® 00 to 95 for each 100 nodaal value, 

A somewhat stellar relationship existed between the 

Banque Belsje pour 1'Stranger and thr Goapacnic» Oenerale de 

Chesins de Fer et de Tranways en Chine (Brussels). Issues 

made in 1903 and 1907 through this combination were subs­

cribed by Basque de Paris et ies Pays lias. The Chartered 

1* Steigjr, 0, H., A History of the Tar raatf , ew fork, 1944, 



Bank of India, Australia, and China served an Far Eastern 

representaive for the so-called "Peking jgroup,,t a finan­

cial and industrial combination controlled by Lloyds Bank. 

The fhisao-Chlnese'Bank, in addition to financing railway 

l ines in Manchuria, backed a Belgian r*roup with IVeneh 

capital in 1897 and took ov^r a loan for railways in 

Shansi in 1900. 

After 1909 the exclusive British pr«sdominarice gave 

way to forms of associated control. In 1905 the Hoivjkong 

and J&ianghai 'Banking Corporation and tho r^iqus lr- 1'Iido-

chine formed a subsidiary company, th© Chinese -mitral 

TiaHways Gonpany, Ltd., and in 1903 the two banks \crder-

wrote jointly a £f> srfllion loan. In the saw year the 

Anglo-French group was joined by the Be^tsch-Asiatieche 

Bank, and between 1908 m& 191£ the nm combination 

underwrote railway issues amounting to about I2L1 a i l l ton . 

3h 1910 Arwsrieara interests , represented in the siarkefc by 

the International Banking Ctavporatlon, joined the com­

bination for underwriting the Thikuang .̂lailway Loan of 

1911, amounting to £10 million, which* however, never 

staterlaliaed. 3h 1012 the Raaso-Asiatic Bank (succesor 

of the Fhiaso-CJilnesfi Bank, liquidated in 190!7) and the 

Yokohama Specie Bank were admitted into the group as 

file:///crder


representatives of financial and pol i t ica l iirtorscts of 

their respective countries. In 1915 th is f i r s t "Ccnsor-

tium^subscribed the Heor.pniaation loan of tho Chinese 

Republican Ooverrassat* aaountixx: to £35 'nillionj on th® 

eve of the conclusion cf the negotiations the tyaerican 

group withdrew for pol i t ica l reasons, leaving the other 

five banks (Hongkong and aiaxi{$:tai Banking Corporation, 

Beat sol wialatlsebo Bank, Banque de I'Indochine, Yokohama 

Specie Bank, and Ilusso-Asiatic Lank) aa sisnatories of 

the convention. 

Despite the existence of th is consortium, inde­

pendent institution:: continued to participate actively 

in investaents in China, The Chartered Bonis; of India, 

Australia* and China played a prossinenv part in the 

&S million Crisp Loan Issued in 19.12. The lokohaaa 

specie Bank underwrote an issue in 1311 for an o .ount 

of HO xaHlion, The Banque ^ieX^o pour 1' I Granger 

arranged a loan to th© CowpajTiie <%neral© d© Cheains 

de Fer et de Tr&sways en Chine in 1Mb for a stipula­

ted amount of *10 Billion, of which only IA rdJlion 

was actually issued. The Banque Liduatrlcliic de Chine, 

forraally a i'Yanco-Chiaese joint ?mterprise, began its-

I , Field, F, V., teeriean Participation in China Consor­
tiums, C-hicago7T!gSirppTT^1lS7^~™~ ' ~"~~ 
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a c t i v i t i e s in 1015, and i n 1914 i t suVsoriVsd to a loan 

of 130 mill ion French francs, of which only tm>-tl\irds 

were placed on the aarlcet. 

Burins the F i r s t .TorId tfar, Japmeae haul's s t a r t ed 

an extensive development In China, In 101 J ib<$ Bank of 

Taiwan* the Bank of Chosen, .xnd the Indus t r i a l Bank of 

Japan established a j o i n t syndicate* which, through the 

Exchange Bank of China, -became re^p-wistMe for t"a so-

ca l led 'tHohlhara loans . " These loans were granted t o 
1 / 

dopartaeata of the Central Govcrreasnt at Peking*" V» p r o -
Z/ 

v inc ia l ^/evermtents, and t o other au thor i t ies and enter­

pr i ses* 

Of chief importance among these were the loans so-

cured by stock of the Bank of China and the Bank of Cor** 

Esunlcations* asaountlng t o about I 50 ja i l l ion. Official ly 

a l l loans were ?sade for economic purposes, ac tual ly "1th 

a view to p o l i t i c a l i n t e r e s t s . Although the ier-i "ili-

shihara loans'11 i s limited* s t r i c t l y spo&lcin;; t o the loans 

contracted "ay a lir, ilishihara, of the ilanfc of C! JO sen and 

personal representat ive In China of Presaior Count Tcrauchi 

1 , *iiniatry of Corasaaaxications* 'dUiistry of Finance, others 
unspecified, 

Z. Kwangtung, Fukien, Hunan, Shantung, Chi l i , Fengtien, and 
Kir i n . 

3 . I t was the time when Japan presented the "Twenty-one 
Demands" to the Chinese Government. 
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of Japan, i t covers, broadly sp«'&kinc, a l l Wo TT» secured 

or inadequately secured loans made b / t h i s syndicate during 

the n r s t forld War, The anount of these loans lo not 

def in i te ly known, and .terror'e estimate >C ^j,>roxl>':!tely 

Yl^O million* based upon + V t of t've Olne je "Inancial 

readjustment CoTcdroion of 1027, I* pro" ably belo- the r e a l 

sun advanced, '̂ h® policy of th» syndicate -Iso irrvolved 

r e s t r i c t i o n s .ipon the a c t i v i t i e s of t t e Tri'-obr.'sa "pocie 

Bank in China and th© ^--sntinrf o" new r l ^ t s to t V Bank 

of Chosen. The Yokohama Specie Bank joined other banks 

of th© Consortium In protect In r; cer ta in a c t i v i t i e s of f1r, 

t&ahihara. 

American withdrawal , Torld "ar, and "sant-nvors of 

the Japanese banking syndicate consilcrcMy decree "sol th© 

iiaportanee of the Consortium of 1912. Toward the end or' 

the Tar I t seened tha t conditions wore favorable for i t s 

reorganisat ion, which was achieved in 1CHQ, TV Hm4r* 

can group was admitted a^ain, and the nunbor of .ue-whors 

was enlarged i-Grhaps beyond i t s nof-la, I thon ' -CVT^ 

Important i 'rtepondent 'syndlcafcos OTHvued > rffiain - ' i t -

1, dioce tlie t ransact ion * wore :,t orl„ rcorr*. 
2 , r.emer, C, ;%, op, c i t . , pp . 340'"j ba l ton , IT, . , 

Japan, an %onomtc and I%ianalal Appraisal, as ' lngton, 
-^^f^Z^wsr^^Tmrr^jn— — 

5« pF?f» °' ,f*» $-°&mi3.special ^sltlon in Ilanclraria, 
Balfciewra* 10&V pp. • m^Zmo?^^^{$rcr£7t pp. 



side (Crisp and Belgian indicates, for ittcta^cr), Japan 

participated with the explicitly stipulated condition of 

a fro© sphere of influence In !Canohuria, China, however> 

never recognised the new 'Consortium, and when in financial 

need site tried to obtain loans from other sources. 

In 102? a Japanese banking syndicate ^vnnce*? about 

140 million to the Ghineso Oovemment throat the Yokohama 

Specie Bank for refvtndinc purposes. This bank pi&y«d an 

Important part in tho financial rc?'.d,juetiKmts arising fron 

the return of the 3hantunf* province to China., and in this 
J/ 

connection it issued two loans in V*ZZ and 10f»% UttnlXng 

i;:i Trillion. 

Tho Banque Vtol-v pour 1'rtrangesr arranged a loan from 

the 3ociet# d'Enterprise en Chine for supply of railway 

material up to an amount of £5 million, of wh5ch only 

iBQqpOO was used during 10SS and 1'12S« In l^O-l 'Tl ' , the 

Banque 3elge pour 1* Stranger and the Ifederlandsche IJnndelr-

llaatsohappij issued Chinese Treasury notes totallnn 1?,0 

million Belgian francs and ?1 million florin"' for t V 

account of the Co^pagnie Oenerale de Chemins de ?er et 

de Tramsys on Chine and of the !tederlandsch* Syndlcent 

1. Pernor, C. F , , op. e i t . , pp. 32T-32j Field, I1'', '-., oy, 
c i t , , pp. 116-^rajlJarnertf.e ĥfiowment for Internet lonal 
Peace, The Consortium: The Official Text for the Four 
rowers'"T^roewsSE Tor" 'a 'Iim^cTE^a~anT"I^Ievan^ 
;jocuT«ehfa*' i^^m^^xrwzs^uarwr^——— 

2. The' "reiairn of -Wis Shandong province to China was the 
result of the tfaahlogton /ashin^ton Conference, 
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Voor Chine. The VJUdcra loan of £13 million v.ws con­

trasted through the Chartered 3ank of India, Australia* 

and China and the London Lloyds Sank in 1913, Li the 

aaae year the Continental n\l "krnercial Jrist ..•.! ..iv-

ings Bank of Chicago (one of the pa-'tn-.r:: of the A„>ia 

Banking Corporation) iasac," CDLnicjr treasury notes 

anountlng to C!î  3 million. In 19.'. "i an i 1923, the Banca 

Italiana par la Cina uejotiatrfd o.\ behalf of the credi­

tors a settleaent of the for. i.r Australian loans (the 

so-called 3koda Loan J, involving £6.0 allHon. Forei^ 

lending ca-xo to a stalls till aftc • 10".* *. 'en* -swt to 

defaults* the divided authority of the Consortium and 

the chaotic political situation, Cliiias-. cradl- a.xx. to 

itc lowest level, while I V usually ..^'^\, .o^eljx banks 

were in a state of hesitancy before •' he advancement of 

the aatlanalist campaign's launched from the south. 

Under the rational Govemuwnt* v„'j.ca was establi­

shed in Hanking in 1927, only throe new issues of foroiga 

bonds were made through forelga beakayna-acly, the Chin­

ese Republic G For Cent Loan of l'̂ .O, the Chinese govern­

ment 2'ird Year G Par Cent fmind Sterling I.deranity Loan 

of 1954* and the Chinese National lovernuent G . er Cent 

1. 3inoe It was the announced policy of tho new Goveraaent 
not to pil« tap fBaralgn obligations* contacts with foreign 
banks war* aade prudently. 
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ffiianghai-lfingpo>^la;iBbow railway Coa^latiow Loan Of l'.~>36. 

During the esjorgoncy period of the Second ..'ox*ld <2ar, loans 

were contracted directly with £.:e Allied Joverncienta inatead 

of with private banks. 

Foreign bankc were the natural credit agencies of 

JEjsreign eonnunities in the Far £ast, The types of credit 

and the prooedure of granting i t lacked the s t r i c t require­

ments desmadm&ty banks in western co.ntr ies . In j,;entjral, 

while some banks (such as the British) lent assistance to 

promoters of casaarclal and Industrial enterprises* other 

banks* especially tho branches of taeriaan banks, Hal ted 

thsuaelvaa to the financing of existing enterprises oci a 

.2/ 
shert-tera basis . 

•l i I II i i Hun • 1 n » i - I i i . 

1, Tue Chinese Republic -1 iJer Cant Loan of XaZ'i .iaa iaaued 
at a price of 32* for a to ta l amount of ©$43.9 laillion, 
through the Banqoe Belje pour l'3tosjumr* redi.i3uaL.le by 
aaertiaatioa between 1928 and 1941, The "^linese Govern­
ment 25rd jfoar (i Per Cent Pound .Sterling JjafawilXy Loan 
of 1934 was issued at a price of 90, for a to ta l amount 
of A1.5 BiUion, redeemable in Lweni^five years begin­
ning in 19S5* traeugh the Hongkong and Shanghai Banking 
Corporation, the Central Dank of China, and the Bank of 
CoHBRinlcations, The Chinese National GovcrnsBent '6 Per 
Cent Jha»|ihair4nns>o-lIan«hatt. hallway Cotnpleblon Loan of 
1986 was issued at a price of 94* for a to ta l amount of 
£1*1 million* secured on the revenue of tho line* redeem­
able in twenty-*fmra years beginning in 1941, through the 
British and Chinese Corporation (:iongi.oaci; ûid Shanghai 
Banking Corporation) ana the China,development Finance 
Corporation (Bank of China, the Central Bank of China, 
and the Bank of CSaaxainioationa), 

2, Lee, ^ i\, Currency, Banking, and Tiaanoa in China, Jaah-
ington* 192G, pp. i i 7 -9 | Aserxclan' !%?ononiic taisalon, Aaieri-
can Trade in the Orient, New York, 1935, p . 65, for c r l t i -
cisraa1. 

http://redi.i3uaL.le


Loans on real esta'-e and invest: aents, cither mde 

directly or through finance and rea l ostnte co ipauics, 

were common practice to various oxtortts before 1X2, but 

afterwardathj.a typo of credit nearly ceased and new 

advances were than United to 50 or 40 per cant of lend 

values, The extent to which foreign banks were co-injected 

with thla type of credit i s unknown,. I t i s believed that 

only 10 per cent of the funds of the Houckon? and Jhanj-

hai Banking Corporation were invested in x-eal estate, with 

speoial preference for the Hongkong public atiliJ.-ios, par­

ticularly wharves. In some cases such invc.-tmerjtc assumed 

speculative proportions) e, g, the iincrlcav-Oricntal Bank-

Inc Corporation* and brou^it about bankruptcy to the i n s t i ­

tu t ion. Savings banks, such as the Credit fancier d'iktresw 

Orient, carried 50 to 70 per cent of their to ta l assets in 

aorgage deeds and real properties throughout t?ic depression* 

The French institution* the International Savings Society, 

ut i l ised i t s funds in various wayst loans to raesibers amounted 

to 56 per cent of the to ta l j loans to and inve'3traents in 

foreii?! enterprises in China account:! for t l per centj 

investments in and loans on Chinese Covonnent bonds and 

Treasury notes made up 17 per cent, and loan- and invest-

nent'j in real estate comprised 1C per cent. 



Investawnts In bonds and aharea usually wer® i^q?ort-

ant in a foreign bank*s portfalio. At the end of 1930 tha 

Hongkong and Shsasjhal Banking Corporation had wore than Hk 

$800 amnion* w one third i ta assets, lnveste! in Britian* 

Indian* colonial and other securities. Advances were mads 

to individuals and brokers on (kwerwient or private secur-

itles* with apeoial preference - for those with a worldwide 

aarkei and whloh were officially qouted on national stock 

exchangaa. Certain local foreign securities were also usual­

ly acceptable as collateral, fcr loans* These included publie 

ut i l i t ies such as Sha nghal Power, Shanfjhal Taterworks, Shang­

hai Telephone* l'Bhergis SXaotrlqaa de Tientsin, and a few 

land debentures* in addition to rubber shares in Shanghai 

and Philippines, gold rainss aharea in ITon t̂ong, 

Th© largest part of credit operations of foreign banks 

was oannaoted .with the financing of foreign trade. Uniform 

rulas did not exist, but aorae customs were Generally followed, 

While th* statistical figures of the foreign banks along thia 

Una of business are various from year to year* the raethoda 

they adapted can be dealt with in details in order to show 

thai? alaniflaanae^ 



Th -sport finaicl", , forsiyn bankc [• rented so-called 

"p.icMn' cro'13-tsR to tho exporter in the form of overdrafts, 

Tho amount of these credi.s ras suppose! to cover only the 

expenses of pjickltj an I shipping tho ,_pod:, bu,. in c'fact i t 

also covered the purcahoc of tho goods* slooe I t was j^rantad 

up to about 00 per cent, of the value of the saorcUsindlis® and 

was generally renewed or extended or extended ait aaturi ty. 

These overdrafts vore sceuroi cither b,y sepcifled goods or 

by a l l the exporter's jooIv kopt in his own go-dowri (vara-

hoaae) and in t i e go—downs of the ban!* ana others. The i n ­

terest cJiar-od varied frou t to 7 per cent a year, £a the 

case of packing credits jjrantc d by overdraft on iinapeciilad 

goods, an unscrupulous t^porter could obtain multiple ad­

vances on the socirity of tha saie ^ools fro&a various banks 

arid leave th© creditors with the low priced goods, afetr 

selling out the mjst ;.r~rl.' table merchandise, 

>7hen the ^oods were ready for shipment, several forsas 

of flnaicing were open to the exporter, lie could obtain 

a l e t t e r of credit from -»y inserter and set t le ulju packing 

cro I t by delivering to the bank a b i l l or itxal&zxgQ drawn 

on the importer, together with the shipping documents. The 

le t te r of ere i l t was seldom, used, ho*ever, nad wlioa e:r.ort 

credit was obtained through the foreign iaportar* i t was 



normally In the ^ r n cf th? no~c?iV<»& "dqenron* >ry c r e d i t , ~ 

This itistrraent hns been defined ro nn a-it 'ori^t^ >n by tha 

Importer (rhm&H^ to Mi Ssnker (i^ Chin" or reread) to sake 

certain advances to the exporter (l1-1 CMna) - . t V responsi­

b i l i t y of the importer, 7t was i*1 rffect v special */^m of 

irrevocacle confirmed eredi* <\cned by a VOc *' 4*'f Instinca 

of an importer in favor of an experter. Tic b.ank a_r„cl to 

raake advances on thr M i l s t ' x exporter w,i ht 'rar *.\ on the 

i-p^orier, rnl the impnrtrr n rv>r ' t c accent and to p v such 

bill*? "t "=t-trHy, up to a eertnir i ^ m t ?nd a ~n!->£>', ""•livery 

of the shipping documenta issued on the --<A T t e ' /on 'a, duly 

hypothecated in ftevor of the ^ank -in* kept .ij? o^enr'ty **or the 

payaent of th? b i l l s . The pacHng er^di^s could ' Vrcfore be 

settled throujrh the M l l ^ drnwn tjy t V * .porter upon the for-* 

ei 73i Iiipdrter and paid by the bank cr-s&iitn ! he exporter in 

the nans of tho li-porter. Since Un e *; ortur, on the other 

hand* was not relieved from the lia1 V Ity attached to the 

dmrer of a b i l l of exchange, t V ban!-: vr s ccn ere I by the 

Security of a joint res, ' , a iMli ty , 
T?ore usual, however, was the 1f«ue of the " i r ' . t receipt," 

%e bank which opened the pacHn<^ credit pond/ ted the shipment 

I t %aldin", ?f. F , , Eastern ':!rohan^e, Currency,and finance, 
London* 1913* pp,~TO-7j Sgal33siiTrr"S77£SSISsiS2fltt 
and rbrelgn Bi l ls , London* 1932* pp. 231-2, 
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of the goods in question aptainst deliver}?" of the shipping 

documents and acceptance of a trust receipt by the easporter, 

by which the axportar agreed that the goods ©hipped would 

continue to remain as security for the loan. If delivery 

of documents from th© bank to the foreign importer took 

place againaat cash payssant, this risk assumed b»- the bank 

was limited, But usually the bank delivered the documents 

to the i&porter against his end^seasent of the trust receipt 

Issued by the exporter* and authorised th® importer to move 

the goods still unpaid to a warehouse for his own accoiTnt. 

However, if all #oods deposited in the importer's warehouse 

were previously hypothecated for overdarfts or loans grant­

ed to hia by other banks, the bank which financed the ex­

port on the trust receipt lost the privileged security of 

the goods, which becarae part of the security for the over­

drafts or loans granted ^>y the other bank to the importer, 

Tliis systssn of trust receipt was in existence from the 

beginning of foreim business intercourse in the Orient, 

and contributed greatly toward the development of forel"n 

trade in China, but it had no foundation In law and T;P* 
J/ 

nemr recognised by the British courts. 

Trust receipts, as well as packing credits, w«re 

1, 3ritish courts denied any legality to the trust receipta. 
Vide oowifcnt by C, Aschor, finance aad Go-rrerco, 'Jejjten-
ber 28 and October :>, 1952. 



both based on personal confidence, which characterised 

the sepelal way of dealing In th© Orient among both the 

foreign and native eowwnities. They also evidenced the 

Banner in which the foreign banks indulged in fishing for 

profit from China!sf©reign trade, 

Esport financing was also don® in different ways. 

If the isjporter was a local foreign firm, credit was 

usually granted directly by a load foreign bank. If the 

iasporter was a Chinese firm* credit was custoaaarily ĉ scat-

ted by a native bank and transferred to a foreign bank 

throu# the issue of a native bank order. This method 

of financing lost i^ortance* however* when circulation 

of the native bank order oscarae restricted and aodera 

bsnJes began taking over the direct financing of iraports. 

Jaseriean firms usually required a confirmed bank 

credit and payment agslnst delivery of the shipping docu­

ments. In stoat cases the financing of imports was hand­

led by the foreign ©atporter, who secured a docusamtary 

bank credit* on a joint responsibility of th© exporter 

and the iE^orter, Terws ran from 90 to 120 days for 

consumption goods* to two years or More for capital goods. 

These and other facilities* such as installment payments 

and eoE&lnad barter transactions, were coraraon especially 

among British, Belgian, French, German* and Japanese 



banks which were connected with togineering works and 

oxranoriclal and shipping enterprises. 

An iasportaat development in th® British system 

of eofflBeraial credit to China took place In 1936. The 

British official Export Credit Ott&rsntee Bepartsaent 

agreed to aasusj® the risk an a given percentage and for 

a given total amount of eaports to China, la order to 

relieve the British manufacturer from unbearable losses. 

The precise terms of the gorantee remained secret. A , 

special office was established in SBian#iai until 1941 

for the examination of the apllioatlcm® ?aade by Briti­

sh firms. This method siay b© considered as a combina­

tion of insurance and Government subsidy. The purpose 

is ©bvioualy for standing ©sports into China. 

&a a s&att&r of fact, the facilities offered to 

foreign trade in China were always larger than in any 

ether country. The danger usually consisted of over­

trading positions, rather than credit difficulties. 

During 1982, for instance, when prices were slackening 

rapidly* iaaporters were accumulating large stocks of 

goods ftnanoad through documentary credits* the ulti­

mate risk thus being placed upon the foreign exporter, 

Prapoaal were made to the banks at the tine to require 



a special laargin from the ir^rt©r~-«a cash deposit, a 

native bank gaarantee* or a cash payment of ZZ per cent 

of the credit* However* the foreign banks were unable 

to reach any agreeamt, owing to the intense competition 

existing awoag than* During the following years facili­

ties for foreign trade were partially taken over by the 

Chinas© modern banks which were engaged in the foreign 

field, 

Ct TRAN3FJS& OF VQRSLSi ASH GKNI-Si: RSCCiTANCES 

The transfer ©f foreign remittances by foreigners 

and Chinese to China was another important operation of 

the foreign banks* According to Remar* remittances from. 

overseas Chinese increased from an annual average of CM 

49 mUl.lan during the period 1371-34 to ®$'&QQ aaMHon 

daring the perled 1014-30, Other rfflaittances and ex­

penditures* to and from China* such as missionary and 

beneficial raalttanoes, diplomatic, tourists,' students^ 

and travelers' expenditures* amounted to about GJI^SO 

million in 1928, In th© years immediately preceding the 

Sdno-Japaneae hostilities, remittances from Chinese abroad 

were estimated at CS&250 million to CKySOO sdllion (or 

appro3daately U3|8'5 million), Large parts of these re-



mittanoas came from the South Seas and southern Asia, and 

these were made through the Hongkong and Shanghai Banking 

Corporation* the Nederlandach Ihdische Handlesbank* and 

the Banque de l*lhdochine| from Formosa and Japan through 

the Bank of Taiwan* and frcn the United States through the 

National City Bank of Mew lork and the Chase ilatlonal Bank 

of Hew York. The sums remitted through modern banks, such 

as the Bank of Canton, the Chinese Overseas Bank, th© Bank 

of East Asia, a few native banks and the overseas branches 

of the Bank of China were not of grarnt issportanae before 

1986, 

Haadttaneaa were almost esa&aslvaly collected in a 

few portsj namely, Hongkong, Ssatow, and teoy, sine© moat 

of the overseas Chines© were from the Kwangtung md Pakien 

provinces. They were traditlonmlly accounted in liongkang 

dollars and transferred to the interior through Chinese 

banks, !h handling remittances, the foreign banks were in 

a rsore favorable position than the raodem banks* owing to 

a larger net of branches outside of China* and to the fact 

that overseas Chinas* were accustomed to send their savings 

through Hongkong* The introduction of the national curren­

cy in southern China and the establishment of foreign bran­

ches by the Bank of China and of foreign correspondents by 
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the Ilwangtung Provincial Bank resulted in a division to 

modem banks of a portion of th® remittances after 10S5, 

0, *1<VEAQU£HI OF 2IC11A¥GE RATES 

The issue and payment of drafts in foreign currencies 

re^piires a previous operation} naraaly, the fixing of the 

exchange rate at sight and forward, 2h the 'twenties tlie 

Chinese market was entirely dependent far It upon the 

foralgn banks, *ne opening rates of the Hongkong and Shang­

hai Banking Corporation were published at 9)30 a.m. In 

Shanghai and at 10 a«su in tho other branches, and these 

were accepted as the official quotations in the market. 

They were expressed in sterling on the basis of T/T rate 

on Lendon* while .for other currencies the London cross-

rate was used, la 19SO the national Government introduced 

th® Custatts Odd Unit, an accounting currency based on a 

hypothetical pure geld content of 60.1868 centigrams (equi­

valent to the gold weight of the wSun,tt the xaonetary unit 

proposed by the Kesaasrer Goaaiaaion), and the Central Bank 

of China began quoting its exchange rate In taels and yuan 

on the basis of the T/T rate of Shanghai on Hew lork. 

After the United Stales went off gold and the exchange 

1. The Chines® Year Book, I93S-5n, pp. 1270-2. 



rate between Shanghai and Ifew lorl: could no longer be used, 

two iisportant change® took placd, Beginning in Llaaroh 19S4 

the lEsshaage of the C&jstoaa Gold Unit in silver yuan was 

ej&culated according to tha l#nd©n rat© of gold ingots on 

the previous day arid th© ?/? spot rate on London, After 

Septetaber lf>54* tha daily rat® of tha Cuatooa Gold Unit 

thus established wm used for figuring the standard price 

of geld in th® Stanghai Market* on the basis of which seb-

tlesaant could be legally effected for incomplete forward 

gold transactions and '"a© opposition could be brought to 

tha fore by either party, t r""^ae step® taken by the Central 

Bank of China -tended to bring the axel^ange of 'the silver 

under i t s control and to r es t r i c t th© opportunity for arbi­

trage operations* as these were affected through fict i t ious 
J/ buying and sell ing of gold bars in th® Shanghai markat. • 

Th® position of th* foreign banks was, hcswrver, only 

slightly isapalred by these gteajnxres* because as long as 

silver was th® Monetary unit of the courstry, foreign e»* 

change rates frequently diverged from the price of silver 

expressed in gold* and these variations permitted profi t­

able sianlpulations. During tha pariod fro® 1931 to 1955* 

1, Articles 55-57 of the Itevlsed Business !3y-Laws for the 
Shanghai Gold Stock taihange* Ltd, 

2, Such situation raaalna to be true t i l l the present day®. 



at first owing to the rapid decline In the price of silver 

and later owing to its rapid rise, foreign banks often had 

difficulty in obtainine; at current rates forward exchange 

to cover their daily transactIons, As a result, they in­

creased the raargins between buying and sallia^ rates, by 

lowering purchasing rates or raising selling rates or both, 

thereby often obtaining considerable profit. Cross-rate 

operations were in fact mad© not only for genuine require­

ments, but also for speculative purposes, especially during 

th© rapid changes in international ©xcliangc rates, Shanghai 

was a typical speculative market on bullion and exchanges* 

and foreign banks developed into the most important medium 

through which such operations were carried out. 

The role played by the foreign banks in the fixing of 

the foreign exchange rates between 1955 and 1957 became on® 

of co-operation rather than leadership, J%th the exception 

oi the Japanese banks* whose branches in China adopted a 

policy of watchful wr&Iting until "arch 1957, all foreign 

banks followed th© example of th© Hongkong and Shanghai 
1/ 

Banking Corporation wlios© Clianghai manager "kept in close 

touch with the Chinese financial authorities, and like the 

other leading foreign banks, co-operated with them as and 

1, Hongkong and Shanghai Banking Corporation, Annual purvey 
for 1955, Hongkong, 1936, 
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when possible," 

This policy was fully accepted by the authorities 

of Hongkong,, JWlcwing the nationalisation of sHver on 

Besember 5, 1955* th© local not® issue was secured up to 

a fixed amount by sterling credits. These credits included 

the certificates of indebtedness delivered by the colonial 

Government in exchange for silver* and the sterling securi­

ties deposited with the Grown Agent of the Colony. Above 

this limit* a 100 per cent reserve consisting of sterling notes 

was required for any dollar note issued. 

The control of tha esstange rates was entrusted to a 

ooraataittee consisting of the Colonial Treasurer and the 

general managers of the banks of Issue (the Hongkong and 

Shanghai Banking Corporation, the Chartered Bank of India, 

Australia* and China* and the 33eresntile Bank of India), 

The new Hongkong currency was defined as a "sterling managed 

currency.1* However* the policy followed after November 1955 

was directed toward bringing the local exchange rates into 

harsiony with Shanghai* flhile the official rate of &ianghal 

on London remained unchanged from November 1955 to August 

19S6 at Is, &*875d«* the rate of Hongkong on London (fixed 

at Is, 4»4575d« in December 19ns) was frequently altered 

and then stabilised in August 193G at Is, 2,07013d, As a 



no 

result, th® premium of the Hongkong dollar on tho national 

yuan was lowerod from 11.15 to 2. OH per cent* 

It was always $̂ en&rally reoogniaed -Miat "Ifonfjiasng is 

economically a part of China," and had* therefore* to keep in 

touch with the wsaetary changes of t!*e country. 3ut in the 

past* daring th* fall and rise in tho prices of silvw, a 

premium of as high as SO per cent was Tisual on 'Hongkong note* 

over the silver and Shanghai ourrenclea, Although proposals 

were advanced for readj^atK^BBt®* little was ever done. In 

195S for the first tins* the Hongkong authorities uanifested 

definite interest in readjust!^ the colony*® Monetary sys­

tem into haraony with toe national currency of China* just 

when the foreign banks in Shanghai my*® losing their tradi­

tional control over the cotnhang* market. This attitude of 

co-operation by the foreign banks* and particularly the Bri­

tish* was regarded as a m s t important contribution toward 

tho policy of stabilisation pursued by the National '3overrMent. 

This new attitude* however* -*ras a ieparture fron their tradi­

tional leadership and independence li th® field. 

Foreign banks maintained ;i strictly Lidividualistlc 

attitude, and ce**ej*®r»tion or ooaeaoa policy beyond syndicates 
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for tha Issue of loans was almost unknown anon^ 'hem. Local 

?orei:n ^change Bankers Association were established under 

the presidency of the? Chartered Bank of India, Australia, and 

China, in Shangteti in 1017 and in Tientsin in D M , with the 

aisi of co-ordinatln-^ their business nethodr and for social 

purposes, A plan to introduce n clearing house, similar to 

and possibly connected with th© Clearinj; House of the Shanghai 

Bankers Association, was started by American and otlier foreign 

banks in 1S32, but i t failed, apparently owing to the reluc­

tance of two large British banks, However, a clearing group 

was formed in Shanghai by th® so-called Bund banks, a terra 

applied to members of the To-reign liachange 3ankers Association 

and a few r.odem banks. 

This group consisted of the following banks* 

Charterd Bank of India, Australia, and China, Hongkong 
and Shanghai Banking Corporation, •tercantile Bank of India, 
?, and 0, ranking Corporation, Bank of Chosen, Bank of Tai­
wan, lit sill Bank, Mitsubishi Bank, Soraitomo Bank, Tokohama Specie 
Bank, American /'Sqpress CoBf>any, Ohs.se Dank* Kational City Bank, 
3anque de l ,Indochine, Nederlandsch Indigene HansQLesbank, Neder-
landache Handel-Haatschappij* Banque Del ;e pour l 1 stranger* 
3anqaeEranco-Chinolse, Central Bank of China* Bank of China, 
Dank of Cosarctnlcatlans, Conmereial Bank of China, Iiangsu Bank, 
Joint Savings Society, Joint "reserve Board of the Native Banks 
Clearing Association, Banca Italiana per la Cina, Jeutseh-
Asiatlsche Bank. 

1, The chief purpose o<* the Foreign iioshange Bankers Associa­
tion was to faci l i ta te the operation of foreign exchange 
business. I t s regulations consisted of thirteen a r t i c les . 
Vide ThaJgiinese -fear. Book, 1937* p . 535. 

http://Ohs.se
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Strictly creaking* there was no clearix)<; ays tea. actionj 

these banks, at id eacii one cleared independently tltrou ;h 

the Bank of China, vaieh rendered the service of cheeking 

J/ 
and crediting ana debiting odd accounts -of the balances. 

Before whe clos$ of business, each bank sent a Messenger 

to the other banks to collect the Items due during 'th© day. 

«1hen all items were received* each debtor bank issued a 

clearing slip on the Bank of China to the account of the 

creditor bank for the balance) due (the so-called class II.l 

slips). The clearing banks were not required to keep ^ W 

deposit with the 3ank of Chinaj they wore allowed to draw 

the clearing slip because, ttorcrrrdlu;; adi -'vaount3> -ho 

difference between debits and creditw would bo settled by 

cash pays: aits or by call loans. Before tho nationalisation 

of silver in IJovewber X0oJ>f th© debtor banks used to issue 

-to th© creditor banks a "safe custody receipt," that is, 

a receipt for so much silver earmarked by th® debtor bank 

for the account of the creditor bank. 

The collection of foreign bank credit on a riodern 

bank not belonging to tho Bund group could b© c'Tecied in 

two ways. The forei{£i banlc could keep a deposit with a 

1, Before the abolition of the tael in 1935, this service 
was rendered jointly by the Bank of China and the Hong­
kong and Shanghai Banking Corporation. 
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Bund bank, through which a fascial clearing slip (the so-

called olans t:,2 slip) was Issued In favor of tho foreign 

bank. Tor payments to modern banks, outside of thr Bund 

£roup, foreign banks always used clearing slips of this 

second type, deposited with on© of the modem Bund banks. 

The credit Items of native bankc on foreign banks 

were sent to each foreign bank throuph the Joint Reserve 

Board of the Hative Banks Clearing Association, which, itself 

being a messber of th© Bund group, cleared the balances through 

the Bank of China. Porelm banks sent their credit items on 

native banks to each one individually} native banks returned 

clearing slips (H.2) drawn on a modem Band bank (usually th® 

Joint ?:eeierve Board )j these slips were cleared through the 

Bank of China, In practice only the Bank of China and the 

Central Bank of China acted ae agents for the inter-group 

collection. This method of settling balances was undoubtedly 

rather cumbersome, but It was bist another case of the streng­

th of tradition in the Orient, even atcong fore!HI caominitics. 

In Shanrhai it w.is often said tVt %n-kon^ people lid not 

make use of the telephone, all transactions beins mad© through 

memoranda transmitted by messengers, 3e that as it may, it 

does not seen that Shanghai people went very far in the use 
1/ 

of new methods of banking, ©specially in the rase of clearinr;. 

1, Chu* Percy, "The Various Methods of Bank Clearing In Shang­
hai," Finance''"'and' [CoTOerce,'' lu'gus't ""21, 'i'()"5K 



CHAPTBft FIVE* INrTMC: CTO CHiliA 

A, KCTrioii o? FOREIGN RAina 

It was only the exceptional conditions in which 

China found herself during the debacle of tha Itatohu 

Dynasty and the early period of the Republic which per­

mitted the foreign banks to step into various categories 

of operation®. If one were to search for legality, he 

would be obliged at a loss and only to aos&t aany things 

beyond th® swans® of normalcy. 

In (ifeetern countries, the domain of foreign banks 

is generally confined to foreign eosronltles, foreign 

trad®, foreign inwataanis* and foreign exchange—a domain 

subordinate to the'control of the laoney market by central 

and national institutions. In China* however, foreign 

banks had previously conducted operations pertaining 

strictly to central institutions or donsestie banks, Tliey 

had been able to «©reise a dominating influence* inter­

nally and externally, on th® raoney market throu^ i their 

custody of public funds, custoats and salt revenues, and 

railway receipts, the issue of bank notes, and the mono­

poly over foreign financial transactions, <thlle foreign 

banks K&ght, to some extent, have served f-era&ne economic 
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needa, they had, however, prospered merely on the misfor­

tunes* rather than the fortunes* of the country. 

At th© eoaelusion of the Opium i/ar in 1842, foreign 

Institutions had originally been restricted to th® Treaty 

ports and had been prohibited from aadntalning branches in 

the Interior of the country under treaty cojamitaents. These 

restrictions and prohibitions were never strictly observed, 

I-3very subsequent trouble between China and foreign powers 

furnished th® latter a fresh opportunity to bargain for new 

favors, nnfortunately* such troubles were too numerous. 

Moreover* laws and regulations of the Chinese author­

ities were not applicable in many cases* such as British, 

American* Japanese* French, Italian* Belgian, Butch, Port­

ugese, German, and Russian banks. These bank® were working 

in a system of extraterritoriality, which exempted them from 

control or interference froa Chinese authorities, while their 

own national laws and banking regulations were not rigidly 

applied. In consequence, they enjoyed a most usual inde­

pendence, 

Althou.Th at a later stage several powers, such as 

Oerfflsny and the U, 3, S« R.« forfeited their extraterri-
J/ 

torial rights* the ©nforceBient of Chinese law® and regula­

tions with regard to the few banks belonging to them and 
•Hi i«mi - i—i .wi t iM i • W I I I I » I * ' • • • mi Ml' ••uMiiiil < - . m i i i " i . • • i m i • ' • • ' - m i l l m i p m. . ..Mm. 

1, Qenaaay after the Versailles Treaty in 1920 and the 'J. 3.3,11. 
after her Revolution in 1921, ' 



seme Sine—foreign batiks were entrusted to the diinese 

Special District Court® operating in the foreign con­

trolled areas by agroment between China and the con­

cerned powers. In these oases, certain privileges were 

usually granted to the foreign, institutions or they 

©Tuld easily get around Chines© control due to actual 
J/ 

circumstances, 

B. ECOtrrSC AMD POLITICAL CĈ SrVJBtiCBS 

The succesful expansion of foreign banks in China 

was chiefly due, aside from the afor©-*a©ntioned pol i -

cal factor®, to their being the only international ins­

titution's in the field. This situation prevailed before 

the appearance of Chlnone modern banks in luternational 

rssarket in 15723. Bften afterwards* the influence of soise 

older foreign banks has s t i l l been potesit, though declin­

ing, 

TVLdently* the outstanding status of foreign banks 

may be ascribed to two major premises! nawely, capital 

strength and nultiple ac t iv i t ies , ?or exawple, tlte to ta l 

paid-up capital and reserve funds of the banks of a few 

nationalities at the end of 1035 ares British banks, over 

1, Especially because the U.3,3,TI„ offered to forfeit her 
extra terr i tor ia l r ights , she asked for more favorable 
treatment from th© weakening Peking Joverument, 
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£8*000*0001 Japanese banks, over ]CSlii,000,000j arid Amer­

ican banks, over .159*000,000, Th® aaouots of their total 

deposits are: British banks* over £140*000,000j Japanese 

banks* over I5,000,000,000j and American banks* over il,100, 

000*000, Although tha statements issued by these banks in­

clude the figure® of their head offices and branch offices 

in other parts of the world* the fact remains that they are 

far better placed than the Chinese banks financially, 

t\s to their activities* the Hongkong and Shanghai 

Banking Corporation* for instance, with its head office at 

Hongkong* is represented in thirteen ports in Chinaf namely, 

Awoy, Canton, Chefoo, Dairan* Foochow, Hankow, Harbin, low-

loon, fJukden* Peiping, Shanghai* Tientsin, and Taingtaoj 

and a large portion of its business is located in China, 

The paid-<^ eapital of this bank is Bk .40*000*000 j but its 

reserve funds aiaount to aor© than five times its capital, 

and it® deposits* to over Hk .,.390,000,000, itoks of other 

countries undoubtedly are under similar eiroumstancefuAll 

these conditions are indicative of the strong standing of 

th© foi-eicn banks as well as th© enortaous profits that they 

have made, 

Iroffi their position as international institutions, 

foreign banks indeed have derived saany advantages which have 

contributed their phenomenal growth. Looking back to their 
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past records, we can analyze as follows s 

1, Control of Foreign Exchange---The foreign banks 

in China were believed to have originally been established 

for the purpose of affecting facilities to their own nationals 

engaged in trade with th© Chinese, As the early foreign trade 

was aliuost exclusively handled by foreijjn import and eagport 
J/ 

firms located at Treaty ports, the foreign banks* in turn, 

assumed a practically raonopolistic control of China's foreign 

exchange. Even at later stages* Chines® banks were not 

able to compete with foreign banks in the matter of foreign 

exchange, because the foreign banks were generally equipped 

with better facilities to perform this function. 

The foreign money market rsay be defined as the market 

formed by those institutions and organisations handling 

Bcnetary and financial business in China under foreign con­

trol. Thus, foreign banks in China were able to manipulate 

the rate of exchange at will, in order to profit at the 

expense of the Chines®. A large quantity of fictitious 

exchange was transacted with any normal operation of the 

banks, as inpayments and outpayrasnts were xaade in the cur­

rent standard, while banking accounts were kept in a nondnal 

monetary standard, such as the tael, or in foreign currencies. 

1, For instance* foreign trade eaqpaaded from Ci020o,5G0 in 
1871. to CCS million In 1929. 
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So largo was the turnov«r in exclum^n transactions that 

in some cas^s i t forced the only is^ortant item of prof i t . 

The sources of demand for foreign exchange necessari­

ly included (1) financing of foreign trade, (2) transfer of 

foreign reiait^ancey, (3) handling of oustoias and otlysr 

•Jovern.Tijnt funds under loan contracts, and (4) uieoellan-

eous arbitragiiig processes. To meet the need for «$*and-

ing business, the foreign banka in ;.3iangh&l and Tientsin 

even forssed a foreign Uschan^e Bankers Association In each 

c i ty , 

Furthermore, tit® international position ;.-uve foreign 

banks a particular advantage in dealing with specie, Sam 

large c i t i e s , l ike Shanghai and Tientsin, rapidly bucasi® 

the out-standing ntarket^. for qpect/latlv*' operations in bul­

lion as well as exchanges, 

Z, Custody of Chinese Ousters and Salt Revenues-— 

During the las t years of tha IJanohu reflate, the Chinese 

custosia art I salt revenue© were placed under the custody 

of the Juperintendant of Cuatoos at Shanghai for the speci­

fic purpose of reimbursing foreign debts of the Chinese 

JJ 
.&$>e£rial 3overnment, 3ince th© time of devolution in 1911, 

1, For instance, the rate of exchange as declared by the 
Kon^cong and Shanghai Banking Corporation was inyariably 
higher than usual at times when paymenta were laade by 
the Chines® Government to settle its foreign loans. \?ide 
The Chinese lear .Dock* 19.35, pp. 1448-9. 

Z, V'inacke, H'»" Ii„ op, cit,, pp.05, GS, 



82 

the revenues In question were, at the request of th© 

foralgn interests concerned, deposits with three foxv 

eign banks* najaoly* the Iksngkong and Shanghai Itoikteg 

Corporation* the Teutsev Aaiatlsche Bank, and the Ras$o-

Aslatie Bank, for safe-keeping, with these funds, the 

foreign banks were able to develop "ohelr osm business. 

This practice was only discontinued in 1929, when China 

regained her ta r i f f autonomy, 

3, Loans to Chinese (kvverntftent---F©llowint; the 

Opium Tar in 1342* China witnessed years crowded with 

troubles within and without. There were, for instance* 

the war with ^Ireat Britain and France (1353), the border 

troubles at Annam (lTCii) and 111 (1304), the war with 

Japan (1305), and the lk»esr Upris&ne &90>), The Chiwwe 

Isfjerial Government was eoiapelled not only to toour large 

expenses but also to pay heavy lndemit les . This lad to 

making loans fr<® foreign sources* and the foroiyi banks 

In China as agencies for handling such loans* ishloh a'#in 

J/ 
brought considerable profits to them. 

Loans contracted at later stage® also involved other 

pfurpose s,notably the oontruction of railways and the culti-

1. Chines© tariff autonoiay was resulted from the .Taahington 
Conference, 

2, Government forei-n obligations and investments In China 
required current annual outpayaente suaonnting to- C'^uS 
Billion in 100S-1S and CM ,210 nillion in 1014-a", 
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vat ion of aines* Altho-xh some loan iprcre .it limes In 

default, ..ho benefits reaped by the creditor banks were 

usuually tuormous, 

4, "'©posits by Chinese I*anlarins, "illtaristo, Poli­

ticians, etc*——»In addition to the advantages mentioned 

above, the foreign banks in China have been the custodians 

of huge srusas deposited by Chinos© nuanoarins* Militarists, 

politicians, and otlier rich people, who considered the 

foreign banks* protected by extraterritorial treaties, to 

bo the sanctuary of their Honey arid treasures. Civil wars* 

political disturbances* as well as social unrest usually 

a related th© nation's financial plight owinn to the flight 

of capital. Jhila the exact flfjures of such deposits are 

not available, it is obvious that they too*it to st&^/ering 

totals, '.fost foralgn banks oven turned fils easy flow of 

funds into speculative channels, aid fished for extra profits 

froa the Chinese cosEranlty, 

5, Circulation of sbreign 3anlc Uotes—•Finally, usany 

foreign banks have also entered the field of note issue. 

Of these the Hongkong and Shanghai Hanking Corporation, the 

Banque de I'Indochine, and th© Bank of CJtosen are the most 

notable, Aa an instance of their influence it »iay be said 

that notes of th© first naned bank in Sre î tunn* those of 

the second na®ed In Yunnan* aid those of the last named in 
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"JSanchurla, had in each case at one time or another ©speeded 

the total volume of Chinese bank notes in circulation. 

It is only during recent *i®ars that outside these pro­

vinces there has been a smaller circulation of notes of 

forei^a banks in proportion as the note-issuin~ position 
1/ 

of Chinese banks has be«n consolidated and l ^ x w w C T On*. 

rauat recall that foreign bank® are not registered under the 

Chines® laws with the Chinese Government, Therefore , the 

Chinese authorities are not in a position to investigate 

the exact ratio of the notes Issued to the reserve funds 

of each foreign bank* 

From what hare been stated, it may be suwarised that 

the foreign banks* with mighty financial power and privile­

ged position, exercise an important influence over the 

Chinese conditions* both economic and political, All the 

adverse consequences are undoubtedly rooted from the unequal 

treaties which th® foreicn powers imposed upon the Chinese 

Government,, As lonjj as the rights of extraterritoriality 

continued, to occupy a prominent position in the business 

world* foreign banks necessarily played a decisive part 

in the foreign exchange market, and their co-operation was 

oospilsorily needed by the financial and isonetitry author­

ities of China* 

l; The Chinese Year Book, 10X, p. 791 
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c. tiATios" rrm CTXIA'S MQI^AHI ATO BMBOTJ ATTOJIS 

Br, 3un lat-sen* the founder of the Ilhinese Republic, 

called the attoation of new China to the necessity of deve­

loping a national no k m bankin ; syste«, foreign banks were 

decried as "another example of fereijji ecaioialo invasion,tt 

lie called particular attention to tla*eo iu.,bivltias of foreign 

banks* (1) the issvance of bank notes, (Z) the operation on 

easchanges, and (S) the accumulation of deposits, II® observed! 

tt The credit of the Chines© bank notes and now of the 
Chinese silver is inferior to that of th© foreign bank 
notes.... Aen we buy a draft to be drawn on another city 
on a foreign bank* besides the oot&Hlaalon of $ p«r cent 
charged, the bank usually gats a profit of S or 5 per 
cent by discountinc the money at loth place®, (in the case 
of deposits) forelrn banks make a profit of ten? of mil­
lions by usin; the Chinese capital through only a little 
business routine,..,Two billion of ieposî sr with forei^i 
banks bear a very low rate of interest, vt aost 4 or 5 
per cent, In turn the banks lend th© *oney to the Chinese 
merchants at a isuch higher rate of interest, from a alni-
mm rate of 7 to 8 %mtr cent to over 10 per cent,«..Freinds, 
what a loss to us{«••.«foreign banks sqaeeae out of this 
country at least CN^IO million every year for the three 
items mentioned,...uo have to suffer a great loss because 
we have been poisoned by the foreigner's economic intri­
gues," JL/ 

.Vhen, in 1925* Jr, 3un and his revolutionary party 

succeeded in attaining power in south China, they were not 

slow to recognise that their existence and progress were both 

IntJbaately connected with adequate financial security. Their 

1, 3m Xat-sen* "The Political and iSoono&do Fore®®*.*' in llsu, 
L, 3»* 3ujafet»san» His Politicalmmd Social Ideas, !M-« 
veralty"of '"^outHernnjalJlomra j.ras's7ToFTiHceIes,~ T -., 
pp. 130-93, 
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first endeavors ware directed toward eetabllahing a Government 

bank on aodern lines. On August 15, 1224 tha first Central 

Bank of China mas inaugurated* Tha charter provided for a 

Ctoveraatent-owned Institution* "to develop industry* to sta­

bilise eoflraeree, to render financial help to tha public, and 

to encourage,international trade" (Art, 1)# Besides aetlug 

aa flaaal agent for tha Government (Arts. 7-0), tha bank was 

irtlssajfl to transact general banking and eaajhange business 
* '-V 

and to deal in Government and Ckwnwaant»-aacured dabenturea 

(Art, 5), Loans on lnveatawnta in real aatata or real estate 

or acceptance of lasrohandise aa security for loans (Art, 9), 

After the eatablishmant of the National Ooverttnont In 

Hanking in 192V, the trend in China appeared to ba deoidedly 

fatorable to the further deralopsamt of the oodern type of 

banking and monetary ayateaa* Tha national !?ccneml0 and tha 

National financial Conferences ware called la June-July 1938 

to deal with tha organisation of a Chlnaaa modern banking 

aystom and tha installation of a eurroaey refbm with a view 

to furthering the unification and lndapandenoa of tha country. 

Othtr problems discussed include tha recovery of tariff auto-

• i ii • m i i . , ! • ii — M M — in mm, i 

1, JWl ftaat Central Bank of China la not to ba confused 
- with tta Central Bank of China which was organised in 

IMS* Vide Battn, 2», "The Central Bank of Canton*« 
Chiaaaa Beonamic Journal. 1929* pp, 1017-86. 
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onr^y, revival of foreign ea»sarce, unification of financial 

adsdnistration, reforri of taxation, readJTxstjaenb of internal 

loans and external debtc* abolition of the tael* e tc , any 

iiaportant measures mere adopted f o bo carried out in tho 

following years from 1029 to 1337. Hue whole prorram marked 

the determination of the National Government -co support Die 

policy of Unification by 'Reconstruction. *~~^ 

In the years irwediatel/ proceeding the lino-Japanese 

conflict, f o r e l n banks were adapting themselves to new pol i­

t i c a l situation created by the National Goverrmient, Between 

193L; and l'"»37, foreign banks wero obliged to withdrew part ial ly 

from pre Jo inant position to f *< lojitimato positions. In 

addition to tho loss of son© o" their ^rivilefjes* they raet 

with otiffer competition from the nodem banks. The tt^o of 

easy join*, easy speculation, anl essy x ,rofits came to an end 

with tho monetary reform of VXC, 

Despite a l l this* their JteflportatiC'- contimsd to be creat, 

and their privileges survived -f-he bankruptcies of so'̂ e reckless 

ac t iv i t ies . Jnless the rights of extraterr i tor ia l i ty ceased 

to exist , there would be no hope to eTect a tborou h Ijaprove-

1, Chiang Jiai-siiek, Mfhe IconomlC leconstrjctlon of J'lua, t t 

Ijorth China Daily tars, October 10, 1X.£>. 
2, M th i s JuncT5*e,"~^He~forei'̂ n lean polity .r.1 co'» to a 

s tandst i l l arc! top reckleis act lvi t ie . o ' co^e banks had 
raised some suspicion as +o 'ton- "'y.-'^sz. 



Bent, unless the Chinese banks were able to consolidate 

themselves, i t would be practically Impossible for them 

to withstand th® pressure of foreign banks. 

Th© position of the foreign banks in 1937 was one 

of %ee®asary co-operation n with, rather than %ontrolf* of* 

the Chinas© official financial policy. This situation 

evidently represented a position of transition toward an 

ultimate logical "subordinate dependence* to the national 

inst i tut ions, aersnany and the U. 3, S. R, consecutively 

los t their extraterr i tor ia l rights in 1920 and 1921 and con­

cluded new agreements with the Chinese Government to govern 

their, economic relations with China, fJuring the recent 

%rld War The United States and the United kingdom concluded 

new t reat ies for the purpose of abolishing their extraterr i ­

to r i a l rights In China and their future economic relations 
' J / with China are to be stipulated by new eomaercial t rea t ies . 

These precedents were followed by many other nations. All this 
to 

certainly contributed/the final goal of China's settled policy. 

Indm&t mmy i^rovofiiapits and readjustment® have been 

made concerning both banking and Monetary matters In China; 

but they mre not achieved without confronting hasardous 

hindrances. During the years al ter the price-slackening 

period of 1952, fac i l i t ies for forei,rn trade were enlarged 

1. Sine—American and Sino-Brltish Treaties for abolishing 
extraterr i tor ia l i ty were both signed in January U-i3; 
their new commercial t reat ies with the of loodifying the 
old relations are now under consultation. 



by the expansion of Chinese modern banks in the foreign 

field. These banks took over some of the business previous­

ly transacted through foreign institutions, Moreover* the 

National Government Itself entered into the business of for­

eign trade, either on barter agreements, as with Genaan firas* 

or as a direct buyer and seller, by purchasing railway and 

other material® throu^i the remitted funds of the Boxer Indent-

nities, and by selling sesaraum oil* groundnuts, and other 

products through special agencies. Financing of trade was 

Biade through the Bank of China, which handled all official 

foreign exchange transactions. These actions were motivated 

by national needs and by increaslngpoptilar interest in inter­

national trade. During 1930 and 1937 China began to have a 

period of groat expansion in foreign trade under her cwn is&ra-

gensnt* 

The introduction of a new national currency in all 

parts of China and th© establishment of foreign branches and 

foreiga correspondents by several Oovornmants also resulted 

in a diversion of a considerable protion of the foreign remit­

tances after 1955, Tha revision, consolidation, and lionida-

tion of the domestic and foreign debts were effected from 1931 

to 1955, 

The monetary reform of iSovcnber 19"'' provided for 
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nationalisation of silver and for a xaanged currency. After 
1/ 

Much suspicions and bickerings* foreign banks eventually 

liquidated raost of their silver and turned the rest to the 

Chinese Currency Reserve Board, Th© Government banks, in 

.turn, sold the silver in the op«n markets of Bombay and 

London, but most of it was transferred by special arrange­

ments to th© Treasury of the United States. SlMultaneous-

ly a considerable amount of foreign trade was taken over by 

the National Qovernwent directly, and th*» paper arising, from 

such transactions were transferred entirely to the Bank of 

China, Thus, jaodern banks began to compete successfully 

with forel|£i banks in the financing of foreign trade* the 

transfer of foralgn peaittanees* the handling of customs and 

other government funds* and other banking matters. Accor­

ding to foreign unofficial eatlamtos* about SO per cent of 

the total exchange operations of the Shanghai isarket had 

been shifted into the hands of modern banks in 1957, It may 

be assumed that the iKsporfcanoe of the foreign banks in deter­

mining the foreign exchange rates had decidedly declined. 

Such a conditon will continue to be beneficial to China if 

she can persistently win'the co-operation and understanding 

of the foreign banks. 

1. The Japanese at first adopted a position of watchful waiting 
a certain pressure on foreign banks was brought by the Briti­
sh CSovernment which proved to be r&ry co-operative, 7ide 
Finance and Commerce, "Jarch 10, 1037; A'riedaan, I, u,, Britl-
anHtgaGGbns' witSTTMnas 1931-1959, Mew fork, 1940, pp.TEOT. 
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