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The Issuance System and Credit Construction of Banknotes
in Modern Chinese Funded Bank; Centered on
the Bank of Communications in the 1920s

MA Guoyingl'2 , WANG Shaoyu’
(1. Institute of Economics, Chinese Academy of Social Science, Beijing 100836, China;
2. School of Economics, University of Chinese Academy of Social Science, Beijing 102488 , China)

Abstract ; The issuance system of modern Chinese funded banks was established and improved in the 1920s, and
the issuance system of the Bank of Communications, a national bank, is highly representative. A run on banknotes
of Bank of China and Bank of Communications in 1921 showed that the banknotes issued by the national banks lost
their credibility as Beiyang government’ s national credit went bankrupt. After the crisis, Bank of Communications
took a market—oriented approach to its management and reorganized its banking business. In terms of issuance busi-
ness, it adhered to the principle of independent and partitioned issuance, actively enriched coin reserves, conduc-
ted preparation disclosure, and promoted the issuance of banknotes by indirect issuance. These measures effectively
rebuilt the banknotes credit of Bank of Communications and could serve as a model for the issuance system of Chi-
nese funded banks. During this period, the recovery and consolidation of the banknotes credit of Chinese funded
banks meant the decline of national credit and the improvement of financial credit. Against the background of the
government’ s inability to build a central bank for centralized issuance, it is a suboptimal option for banks to com-
pete for the issuance of banknotes to compensate for national credit with financial credit.

Keywords : modern times; banknote issuance system; banknote credit; Bank of Communications
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