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FREIRERVAR S 1886 FIEHELRITKE
Chinese paper money from the Hongkong and Shanghai Bank Building, 1886

Song Dynasty




BANKS AND BANKNOTES

modern banking industry began in Banknotes offered a number of advantages,
Hong Kong in 1845 with the opening of a particularly to merchants:
branch of the Oriental Bank Corporation,

* they were easier to store and transport

which had its headquarters in India: the than coins or ingots

Bank was also the first bank in Hong Kong

to issue banknotes. Other banks then began ~ ° they could be issued in large

to establish branches in Hong Kong and denominations

many issued their own banknotes. The first * they could make up for the chronic

Hong Kong-based bank was the Hongkong shortages of coins that plagued rapidly
and Shanghai Banking Corporation, formed expanding trading centres like Hong
in 1865. Kong.

Paper money originated in China as early as
the Song Dynasty. It declined in use in the
Ming Dynasty, when over-issue and inflation
rendered it worthless. Paper currency was
reinvented in Europe in the 17th and 18th
centuries, as commercial and financial

transactions expanded.

1890 FRM AP EEERIT +THE
National Bank of China $10 note (1890s)

1866 FHREEIRRITH LAY
Five dollar note of the Oriental
Bank Corporation, 1866
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HoNG KONG CoINS AND NOTES IN CIRCULATION
(1855-1940)
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HONG KONG CoINS AND NOTES IN CIRCULATION
(1945-1999)
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Hong Kong’s first big Bank robbery
occurred on 5 February 1865, when
burglars (the so-called ‘drain gangs’) took
$117,000 (about $60 million in today’s
values) in notes and gold bullion from the
Central Bank of Western India. They got
into the bank through the new sewers that

had recently been built in Central.




Most banknotes in Hong Kong have been
issued by commercial banks rather than by
a central bank, as in other places.
Regulation of banknote issue in nineteenth-
century Hong Kong was loose. The
government accepted payments in
banknotes — for taxes and fees — only from
banks incorporated by Royal Charter or
under the Colonial Regulations. But this did
not prevent other banks from issuing notes.

Banknotes of denominations below $5
were not allowed to be issued without
special government permission: the aim
was to prevent banknotes getting into the
hands of poorer people, who would suffer
more in the event of a bank collapse. Three

note-issuing banks did, in fact, collapse in

the nineteenth century: the Agra and
Masterman’s Bank and the Commercial
Bank Corporation of India and the East
during the global financial crisis of 1866,
and the Oriental Bank Corporation — one of
the main note-issuers — in 1884.

Despite the general reluctance to allow
smaller-denomination banknotes, coin
shortages forced the government to give
special authorisation in 1872 to the
Hongkong and Shanghai Banking
Corporation to issue one-dollar banknotes.
This practice continued until 1935, when
the Government took over the issue of
one dollar notes.

1904 FELRIT— TR
1904 Hongkong and
Shanghai Bank one dollar
note
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REAREATIER B 1L 1¢, 5¢, 10¢ notes issued by the Hong Kong

Government in 1941.
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During the Japanese occupation of Hong
Kong (December 1941 - August 1945), the
local currency was mostly replaced by
Japanese military notes. A certain amount of
unbacked notes, signed by executives of the
Hongkong and Shanghai Banking
Corporation under duress, also went into
circulation. These “duress notes” were
validated in 1946 by the bank, which paid
the required sterling backing to the
Exchange Fund over a number of years.

Since all available local coins had been

confiscated and sent to Japan for melting

down, the restored colonial government in
In 1895 the Bank Note Issue Ordinance the late 1940s issued paper money in
tightened up the regulation of banknotes. large quantities until a coinage could be
From that year banks could only issue notes  re-established.

in Hong Kong with the permission of the
Currency notes in Hong Kong are now

issued by three note-issuing banks:

The Hongkong and Shanghai Banking
Corporation Ltd, the Standard Chartered
Bank and the Bank of China. All Hong Kong
banknotes issued are fully backed by US
dollar reserves held in the Exchange Fund.

Secretary of State, through the Governor. In
1935, with the creation of the Exchange
Fund, banknotes from the three note
issuing banks were declared legal tender for
the first time.

MAJOR NOTE ISSUING BANKS IN HONG KONG

YEAR OF ESTABLISHMENT ~ BANK NOTE ISSUES
IN HONG KONG
1845 The Oriental Bank Corporation The first note issuing bank in Hong Kong. The bank collapsed in 1884.
1857 The Chartered Mercantile Started issuing money in 1859, stopped in 1892 and
Bank of India London and China resumed in 1912 until 1974. Sold to the Hongkong and

Shanghai Banking Corporation in 1959, then to Citibank in 1984
and to the Bank of Tokyo-Mitsubishi Ltd in 1987.

1862 Agra and United Service Bank Ltd later Started issuing money in 1863. Collapsed in 1866.
renamed Agra and Masterman Bank Ltd

1863 Commercial Bank Corporation of India and  Started issuing money in 1866. Collapsed in the
the East same year.

1891 National Bank of China Limited Started issuing money in 1891. Collapsed in 1911.




