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In today’s Serbian historiography, the entire area of the former
Yugoslavia is rarely taken as the thematic framework of historical
research, and this is perhaps the most noticeable when it comes to
economic-historical research. In that context, the issue of the his-
tory of shareholding banking is especially neglected, which is stud-
led sporadically and is usually reduced to local frameworks. The
influence and importance of foreign capital in Yugoslav banks used
to be written exclusively within broader topics of economic history,
most often without real insight into relevant archival material and
literature, with great reliance on the works of Vladimir Rosenberg,
Sergije Dimitrijevi¢ and more recently Antonije Tasi¢. He was the
first to write about the influence of foreign capital on the Yugoslav
economy between the two world wars, from the position of a high
official of the Ministry of Trade and Industry of the Kingdom of
Yugoslavia, having insight into official reports on the work of com-
panies and financial institutions. For another, whose works were
created 1n the 1950s, this topic was important because “foreign cap-
ital had a negative impact on the economic development of our coun-
try(...) thus the study of the disturbances that foreign capital had
already caused in our economy was a preconditon for the planned
economic development of the country and successful building of
socialist society.“ Antonije Tasi¢ wrote similarly to Rosenberg from
the position of the first post-war director of the banking department
of the State Administration of People’s Goods of the DFY and later
the Ministry of Finance of the FPRY, so that he had insight into all
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relevant documentation, but the results of his research have been
waiting for an unusually long time, almost half a century.

The book in front of you is inspired by the author’s master’s thesis,
written twenty years ago, and published under the title Bank and
Power, Socio-Financial History of the General Yugoslav Banking
Association a.d. (Belgrade, 2002). That little booklet was in many
ways ahead of its time. It was written in the pre-transition period,
in the time of economic sanctions and the still strong socialist eco-
nomic tradition, when neither in schools nor in faculties, much
attention was paid to the details of the functioning of the capitalist
economic system. Very little was known about shareholding banks
and especially banks with dominant foreign capital in Serbian soci-
ety and even less was understood about the way they functioned
and had an impact on the economy of a country. It was not only a
challenge for the young student of history to master the then com-
pletely unknown financial terminology, but also to put a specific
banking institution in a certain economic, political and social con-
text, for which her mentor professor Andrej Mitrovi¢ provided her
with valuable help and support. Namely, until then, no histori-
cal analyzes of the work and significance of certain large banking
institutions of the Kingdom of Yugoslavia were made, while works
in the field of economic history between the two world wars did
not pay enough attention to the real condition of one of the finan-
cial foundations of the State. Therefore, we believe that the then
socio-financial history of one of the largest private banks with for-
eign capital in the Kingdom of Yugoslavia was a good attempt to lay
the foundation for new historical research in this area and its real
significance in the economic, social, and political life of the country.

What inevitably eluded the more studious analysis at the time was, in
fact, that strong and unbreakable connection with the European his-
tory of banking and finance. The huge influence that the Bank had
on the entire economic and social flows in the country, it is impos-
sible to see without connections with major European and world
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financial and industrial centers. This is exactly what gives a new
picture of the history of the Kingdom of Yugoslavia, which, despite
the slow and uneven development of capitalism, was very interesting
as a market for the placement of foreign capital. The then professional
economic and financial magazines such as: Narodno blagostanje
(we especially emphasize the importance of the supplement -
“Balance Sheet Analysis”), Bankarstvo and Ekonomist provide
plenty of information about this. Professional papers that were pub-
lished in large numbers between the two world wars, and which
dealt with the role and importance of shareholders, private (espe-
cially foreign) capital, banking institutions and their connections
with other economic and industrial branches, as well as rela-
tions with the State and its individual representatives, also ena-
ble a clearer understanding of the true place and significance of
the Allgemeiner Jugoslawischer Bankverein, as well as the role
of individuals who created its business policy, and which, due to
the previous general analyzes, would be left to oblivion. However,
then as well as today, the basic historical source for the work on
this book is the rich and very diverse archival material of the fund
Opste jugoslovensko bankarsko drustvo a.d. (General Yugoslav
Banking Association ) as well as the material of the fund Ministrstvo
trgovine i indsutrije Kraljevine Jugoslavije (Ministry of Trade and
Industry of the Kingdom of Yugoslavia) and Ministarstvo finan-
sija Kraljevine Jugoslavije (Ministry of Finance of the Kingdom of
Yugoslavia). Their re-reading, after twenty years of acquired knowl-
edge and experience, with insight into the Archives of the National
Bank, the Historical Archives of Belgrade, and the Archives of
Serbia, provided a completely new and fresh look not only at the
Bank’s business policy but also at its relations with other state
institutions and the economic and political actors of the time.
Very important prehistory of this Bank, i.e. the history of the
Austrian bank Wiener Bankuverein, could not be illuminated without
the extremely substantial works of Professor Andrej Mitrovié, on the

13
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influence of German and Austrian financial capital in the Balkans
until the First World War, and Danica Mili¢’s works on Serbian
banking at that time. Yet, of great importance is the fact that this
time we had access to almost all foreign literature on banks that
had their affiliations in this area, 1.e. business and political inter-
ests. Books such as Geschichte der dsterreichischen Privatbanken,
(Group of authors, Wien, 2018), Vor dem groflen Krach: Osterreichs
Banken in der Zwischenkriegszeit am Beispiel der Credit Anstalt
fiir Handel und Gewerbe (Fritz Weber, Wien, 2016), 150 Jahre
osterreichische Bankengeschichte im Zentrum Europas (Group of
authors, Wien, 2005) gave this book a completely new, broader and
more significant dimension.

In the second half of the 1930s, due to the penetration of German
capital into the economy of the Kingdom of Yugoslavia, the
Allgemeiner Jugoslawischer Bankverein, in addition to great eco-
nomic, gained special political significance. The German historian
Eberhard Czichon, in his book Die Bank und die Macht, Hermann
Josef Abs, die Deutsche Bank und die Politik (Koln, 1995) analyz-
ing the activities of the great banker of the Third Reich H.J. Abs in
Yugoslavia dedicated a special chapter to this Bank, and German
historians Holm Sundhaussen (Wirtschaftsgeschichte Kroatiens im
nationalsozialistischen Grossraum 1941-1945, Das Scheiteren einer
Ausbeutungsstrategie, Stuttgart, 1983) and Karl-Heinz Schlarp
(Wirtschaft und Besatzung in Sebien 1941 - 1944. Ein Beitrag
zur nationalsozialistischen Wirtschaftspolitik in Sudosteuropa,
Stuttgart, 1986) also write about it in their works on the Indepen-
dent State of Croatia and occupied Serbia. However, the great-
est influence on the fact that this book saw the light of day was
exerted by the American historian Gerald Feldman, who was the
author’s mentor during her study stay at the American Univer-
sity of Berkeley in 2007. On that occasion, she received from him
both volumes of exceptional monograph Osterreichische Banken
und Sparkassen im Nationalsozialismus und in der Nachkriegszeit
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(Group of authors, Miinchen, 2006), which refers to the business
and political mechanisms used in the Creditanstalt-Bankverein,
which were later transferred to its affiliations in Europe in almost
the same way. Also, there 1s a wealth of data on the connection
of Creditanstalt with the Yugoslav affiliation, and together with
Feldman’s second book Austrian Banks in the Period of National
Socialism (Cambridge University Press, 2015), there are valuable
sources of data on the arization and nacification of the banking
sector which are completely in line with the data obtained by the
author in domestic historical sources referring to the Allgemeiner
Jugoslawischer Bankverein in the period from 1940 to 1944.

The book by Professor Milan Ristovi¢, The German “New Order”
and Southeast Europe 1940/41-1944/45, Plans for the Future
and Practice (Belgrade, 1991), provided us with valuable help in
understanding the importance of the Allgemeiner Jugoslawischer
Bankuverein in the business policy of the large banks of the Third
Reich and its integration into German war and economic plans,
then a book created in the investigation of the US Military
Administration for Germany, i.e. a special department of this
Administration that researched the financial and economic exploi-
tation of the Third Reich and in which a special chapter is dedi-
cated to Bank-verein and to the persons that created its work in
the period from 1940 to 1945: OMGUS, Ermittlungen gegen die
Deutsche Bank - 1946/1947, Ubersetzt und bearbeitet von der
Dokumentationsstelle zur NS-Polittk Hamburg (Nordlingen, 1985)
There is also the famous book by James Harold, The Deutsche
Bank and the Nazi Economic War against the Jews: The Expro-
priation of Jewish-Owned Property (Cambridge University Press,
2003).

In revealing the social significance of banking institution in the
Kingdom of Yugoslavia as well as in occupied Serbia during the
Second World War and especially the role of a private bank clerk

15
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on the social ladder at the time, of great use were the archives of
this Bank. With these archives, we were able to make analyzes of
the national, religious, educational, and gender structure of employ-
ees. Certain comparisons with the social position of officials in other
economic branches in Yugoslavia were made possible by the texts
published in Narodno blagostanje between the two world wars,
while we especially highlight the book by Mira Kolar-Dimitrijevic,
Radni slojevi Zagreba 1918 - 1931 (Zagreb, 1973). With its exhaus-
tive data on the position of Zagreb officials, it successfully filled
the gap created by the impossibility of insight into the material of
the Allgemeiner Jugoslwischer Bankverein in Zagreb. We also high-
light the book by Croatian historian Ivana Zebec Silj, Zagrebacka
industrija 1935-1939. u kontekstu meduratnog gospodarskog raz-
voja (Zagreb, 2018).

Previous historical assessments of the economic and financial str-
ength of the Kingdom of Yugoslavia were undoubtedly made with
a very general view of the importance of foreign capital, as an
irreplaceable development factor, whose strength was underes-
timated or overestimated, all depending on the specific historical
moment in which such assessment was made. However, the book
in front of you is not a classic “case study” that by definition focuses
on case research that is in some ways exceptional, in order to test
the validity of a particular theory or to create a new one. This is
actually about the fact that individual studies of the history of
large private banks, as institutions of a special type and func-
tion within the banking system of a country, should show whether
and to what extent such institutions depended on economic pro-
gress, social status, and general institutional development of the
country and how strong their mutual connection was. The fact
that this banking affiliation in the changing sociopolitical cir-
cumstances shared the political destiny of European, and espe-
cially Austrian and German banks, is proof that European banking
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cannot be understood only at the economic level, but should cer-
tainly be considered at the social and political level as well as
in the general context of international politics and economics.

The book From Affilation to Nazification was created thanks to
the support and help of a large number of individuals and institu-
tions, to whom I would like to sincerely thank on this occasion. I
owe the ease of research and collection of documentation and lit-
erature to my fellow historians, archivists and librarians: Suzana
Srndovi¢ (Archives of Yugoslavia), Sonja Jerkovic and Sasa Ili¢
(Archives of the National Bank of Serbia), Zorica Smilovi¢ (Histori-
cal Archives of Belgrade) and Aleksandar Rafailovi¢ (Archives of
Serbia). Historian Ljiljana Dobrovsak (Pilar Institute) selflessly
shared the data from the Zagreb holdings, and I also owe a great
deal of gratitude to the Austrian historian Ulrike Zimmerl, with
whom I once collaborated in the work of the international histo-
rical commission Bank Austria - Creditanstalt.

As the head of the Center for Economic History of the Institute
of Economic Sciences, I would like to especially thank my young
associates Emilija Cvetkovi¢, Marko Miljkovi¢c and the newly
arrived Aleksandar Matkovi¢, who had enough understanding and
patience for my writing the book in this “corona age”. I also owe a
great deal of gratitude for the support and understanding to my
home Institute of Economic Sciences, and especially to the director,
Jovan Zubovic.

This book would not have existed if twenty years ago there had
not been strong encouragement from one of the greatest Yugoslav
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historians of the 20th century, Professor Andrej Mitrovic. For years,
his vast knowledge and research experience have instilled confi-
dence and represented the best guideline for every young researcher
immersed in the waters of scientific historiography. Having him as a
teacher, was a great honor and privilege. Just like having Professor
Gerald Feldman from University of California, Berkeley as a men-
tor. With their early departure, historical science was certainly
left without its important representatives. But, in addition to his-
torians, my maturing as a researcher of economic history was also
influenced by economists, primarily Professor Dragana Gnjatovic, to
whom I owe not only this great translation of the book into English,
but also the opportunity to solve, with a lot of confidence and ease,
all the dilemmas and doubts I came across while writing the book.
The reviewers of this book have given me a great honor: Professor
Ulf Brunnbauer, Director of the Leibniz Institute for Eastern and
Southeastern European Studies, University of Regensburg, Professor
Milan Ristovi¢, Head of the Department of Contemporary History,
Faculty of Philosophy, University of Belgrade and Professor Zarko
Lazarevi¢ from the Institute of Contemporary History, Ljubljana,
Slovenia. Their positive criticism further strengthened my self-confi-
dence and belief that even such complex, interdisciplinary topics can
find a wider readership.

At every beginning and end, there is always a deep gratitude to my
family for all the help and support, as well as to my dear friends for
their patience and understanding.

In Belgrade, November 1%, 2020
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Since the 1870s, in the international and economic relations of
European states, the penetration of financial capital of economi-
cally more developed countries to the economies of less developed
and underdeveloped ones emerged. This was the consequence of
the long transformation process of banking which, with indus-
trialization growth, got the opportunity for the financing of vari-
ous businesses on mutually very distant geographical regions.
Around eighty European banks, different in their character, size
and strength, which were then the elite of the European as well as
the world banking, had shown their interest in the Balkans. This
phenomenon had been of crucial importance for the emergence
and development of private banking in the new Balkan states that
emerged on the European scene as well as for its further devel-
opment in those Balkan regions which were a part of the large
Austro-Hungarian economic market.!

! More on Balkan economic and financial history until World War I see: C.
Kindleberger et al, Panics and Crashes: A History of Financial Crises, (New
York: Macmillan, 2011); Across the Borders: Financing the World’s Railways
in the Nineteenth and Twentieth Century, eds. R. Roth, G. Dinhobl,
(London: Ashgate Publishing Ltd 2008); Finance and Financiers in European
History 1880-1960, ed. C. Youssef, (Cambridge University Press, 1992); C.
Kindleberger, A Financial History of Western Europe, (Oxford University
Press, 1993); International Banking 1870-1914, eds. R. Cameron, V. I.
Bovykin, (Oxford University Press, 1992); J. Cottenier et al., Dossier La
Societe generale: 1822-1992, (Bruxelles: Edition EPO, 1989); J. R. Lampe,
M. R. Jackson, Balkan Economic 1550 - 1950 from Imperial Borderlands to
Developing Nations, (Bloomington: Indiana University Press, 1982)
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At that time, the financial capital of the Austro-Hungary paid
great attention to the Balkans, primarily because it did not have
the strength to aspire to worldwide expansion. Banks from France,
Germany and England had also shown significant interest although
this region was not of their primary importance taking into account
the quantities of financial capital they invested in the businesses in
the Near East. The Austro-Hungary had been suppressed from that
region after the engagement of one of its strongest banks which
had large national resources at her disposal, especially originat-
ing from the industry. That was Wiener Bankverein, established
in 1869, with the money from slightly older bank Osterreichische
Bodencredit-Anstalt. In 1871, this bank, in cooperation with Anglo-
Osterreichische Bank and with some involvement of Darmstddter
Bank fur Handel und Industrie, founded Austro-Ottomanische Bank
in Constantinople. After two years only, this newly established
bank had fallen under the influence of French and British capital
while Wiener Bankverein, not strong enough to resist sharp inter-
national competition, had turned all its attention to the Balkans
where 1t became an irreplaceable factor in the development of mod-
ern banking.? It greatly influenced the spread of the modern spirit
of banking organization and business, which, especially in some

> More on the business policy of Austro-Hungarian banks from 1855 to 1914
see: P. Eigner et al., Geschichte der osterreichischen Privatbanken (Wien:
Springer, 2018); F. Weber, Vor dem grofien Krach: Osterreichs Banken
in der Zwischenkriegszeit am Beispiel der Credit Anstalt fur Handel und
Gewerbe, (Wien: Bohlau Verlag GmbH & Co, 2016); C. Kindleberger et
al., Manias, Panics and Crashes: A History of Financial Crises, New York,
2011; Finance and Modernization: A Transnational and Transcontinental
Perspective for the Nineteenth and Twentieth Centuries, eds. G.D. Feldman,
P. Hertner, (London: Ashgate Publishing Ltd, 2008); 150 Jahre osterre-
ichische Bankengeschichte im Zentrum Europas, eds. O. Rathkolb, et al.
(Wien: Bank Austria Creditanstalt, 2005); Andrej Mitrovi¢, Strane banke u
Srbiji - 1878-1914 - politika, progres, evropski okviri, (Beograd: Stubovi kul-
ture, 2004); Ein Jahrhundert Creditanstali-Bankverein 1855-1955, (Wien:
Creditanstalt-Bankverein, 1957)
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Yugoslav countries, was felt until the end of World War II. Thus,
neither an analysis of the situation in the private banking of the
Kingdom of Yugoslavia nor a proper understanding of the role and
importance of international capital in the newly established state is
possible without prior knowledge of the work of Austro-Hungarian
banks. The dynamics of their operations in the Balkans until 1918
explain their later necessity when establishing foreign banking
affiliates and the penetration of international financial capital into
the emerging Yugoslav industry.

Interestingly, at the very beginning of the second half of the 19th
century, the key reason for establishing the first joint-stock bank
in the Habsburg Monarchy was the announcement of the estab-
lishment of foreign banks on Wiener Platz. Thus, according to
the ideas of the brothers Isaak and Emile Pereire (who founded
Crédit Mobilier Bank in Paris in 1852), a similar bank with large
share capital in the Monarchy as in other European countries had
been established. The Pereire brothers had already made way for
their business on Austrian soil in 1855 when they purchased the
bonds of the Austrian state railroad. However, this idea of estab-
lishing an Austrian version of Crédit Mobilier was met with fierce
resistance by the Rothschild Banking Company, which successfully
thwarted its establishment due to the fact that Austrian Finance
Minister Karl Ludwig Freiherr von Bruck was a close friend of
the Rothschild family ever since the times when he had been a
managing director of the branch office of Lloyd Companies in Tri-
este (owned by Rothschild).?

Thus, at the initiative of Max Egon Fiirst zu Firstenberg and the
Vienna House, Rothschild, instead of the Austrian Crédit Mobilier,

* H. Androsch, Vorwort. “Betrachtungen uber Werden, Wirken und Verschwin-
den der Creditanstalt, und warum Geschichts- wie Zukunft-svergessenheit
wirtschafts- und gesellschaftspolitische Kardinalsunden sind”, F. Weber, Vor
dem grofien Krach, IX
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whose 1initial capital was to be 56.6 million guilders, the same
year Osterreichische Credit-Anstalt fiir Handel und Gewerbe was
founded, with an initial 100 million guilders and much clearer
“Austrian orientation”. The aim of the new bank, in which 60 mil-
lion guilders were in the hands of Fiirstenbergs and Rothschild,
was to become a central source of money for the entire industry
as well as for the construction of the railway system. In this way,
the Rothschilds set up a new and important pillar of the Habsbhurg
Empire, given the fact that this bank soon became the dominant
financial institution in the country. In a short time, Credit-Anstalt
has given the Rothschilds a dominant position in building a rail-
way network in Central Europe. At the same time, it represented
a model for the new joint-stock banks established in the Monarchy
during the 1860s, such as: Allgemeine Bodencredit-Anstalt (which
in 1866 took over the sale of the state domains from the Austrian
National Bank and thus became a bank of the Imperial family),
the Anglo-Osterreichische Bank, Wiener Bankverein (1869) and
Unionbank (1870). After they were founded, all these banks applied
the Statutes of Credit-Anstalt and the Hungarian General Credit
Bank (founded by Credit-Anstalt), which the Ministry of Finance
considered as the standard for banking operations.*

Private and joint-stock banks benefited greatly during the eco-
nomic boom phase of the Griinderzeit from 1867 to 1873. It was the
time of the Austro-Hungarian settlement and the creation of the
Dual Monarchy in 1867, the adoption of the so-called. December
Constitution, the transition from restrictive to expansionary mon-
etary policy and the so-called “miraculous harvests” of the same
year. The specific mix of social optimism and euphoria led to the
revival of the economy, so that during this period as many as

* F. Balizarek, ,,Finanzrevolutionen, Industrializierung und Crédit Mobi-lier
Banken in der Habsburgmonarchie®, 150 Jahre osterreichische Banken-
geschichte im Zentrum Europas, eds. O. Rathkolb, et al. (Wien: Bank Austria
Creditanstalt, 2005), pp. 11-110
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1,005 joint-stock companies were licensed, although only 682 were
founded, while by 1874 there were only 516 joint-stock companies.
The number of securities listed on the stock market increased from
169 1n 1867 to 605 in 1873. While there were only eleven banks
(including the National Bank) in the Austrian part of the Empire in
1867, that number rose to 141 by May 1873.

In just three years (from 1867 to 1869), 36 new banks were estab-
lished.> Among the founders of private banks, a particularly high
percentage of Jews stood out, which was certainly the result of com-
plete civil liberties, that is, the legal equality they were given by the
aforementioned December Constitution. During this period, besides
many construction companies, numerous banking funds, speculative
and fraudulent banks, such as so-called brokerage banks appeared
almost overnight. The list of these brokerage and speculative banks
(including especially those that dealt exclusively with speculation
with the so-called “Baubanken”) was very long, with the names of the
banks of Singer, Morcutti, Walter & Co, and others.® However, some
large private and somewhat smaller joint-stock banks also partici-
pated in these speculative transactions. Yet, when large joint-stock
banks: Wiener Bankverein and Boden-Credit-Anstalt got into finan-
cial trouble due to risky business policies, only thanks to guaran-
tees from Rothschild and Wodianer, did they gain credit from the
Austrian National Bank.” Private and joint-stock banks benefited
greatly during the economic phase Griinderzeit flourished from 1867
to 1873. It was the time of the Austro-Hungarian settlement and the
creation of the dual monarchy in 1867, the passing of the so-called.
December Constitution, the transition from restrictive to progres-
sive monetary policy and the so-called “miraculous harvests” of the
same year. The specific mix of social optimism and euphoria led to

> P. Eigner et al., Geschichte der osterreichischen Privatbanken, pp.65-66.
¢ Kindleberger, Charles at al, Manias, Panics and Crashes, p.63.
" Ein Jahrhundert Creditanstalt-Bankverein, pp.4-15.
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the revival of the economy, so that during this period as many as
1,005 joint-stock companies were licensed, although only 682 were
founded, while by 1874 only 516 joint-stock companies remained. The
number of securities listed on the stock market increased from 169
in 1867 to 605 in 1873. While there were only eleven banks (including
the National Bank) in the Austrian half of the empire in 1867, that
number rose to 141 by May 1873.

The history of Rothschild in Vienna is about the rapid financial
but slower social rise of a family who clearly knew where she
was. This banking house, together with Credit-Anstalt, remained a
leader in financing railway companies during this period. In the
social context, they were representatives of the so-called “zweiten
Gesellschaft” (in the free translation of “second-class high society”),
which meant that they were ennobled but did not belong to the
hereditary aristocracy of the undisputed first order. It was not
until 1861 that Anselmo Rothschild obtained a seat in the Reich-
srat (Imperial Council), while in 1887 his son Albert Rothschild
and his wife were the first persons of the Jewish faith to receive
the highest social recognition or were given the right to be pre-
sented at the Court; Albert’s brother Nathaniel Rothschild also
found his way into Viennese nobility, which was completely impos-
sible at the time of their father and grandfather.®

When the stock market collapsed in May 1873 and many com-
panies and banks went bankrupt, it turned out that among the
“shareholders”, who at the time suffered heavy losses, there were

8 The Rothschilds have always been proud of their Jewish identity, which was
not an ideal prerequisite for advancing an anti-Semitic society. “Growing
wealth combined with increasing influence found increasing envy, especially
of Karl Luger and the Christian Social Party, which encouraged anti-Semi-
tism, and the Rothschilds became a paradigm for wealthy and all-powerful
Jews, though Luiger later as mayor of Vienna quickly revealed ‘how much it
would be difficult without Rothschild “’, see: P. Eigner et al., Geschichte der
osterreichischen Privatbanken, p.67.
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members of all social classes. The “stock market crash”, along with
the outbreak of the cholera epidemic, also contributed to the failure
of the World’s Fair, where instead of the expected ten million vis-
itors, there were only seven million visitors. The cost of 19 million
was in stark contrast to the total revenue of just 4.2 million guil-
ders. The total damage from the stock market crash and the value
of bonds and securities in the Austrian market was about 1.5 bil-
lion guilders. However, the economic crisis hit Hungary more than
Austria and the state bankruptcy could only be averted by obtain-
ing a loan of 150 million guilders from a consortium led by Roth-
schild’s Credit-Anstalt, under what some considered extremely
unfavorable conditions.’

Almost all social strata, though to varying degrees, were attracted
to false offers and tempting promises of quick earnings, and par-
ticipated in speculation, and some of them lost all their wealth in
1873. It is therefore not surprising that the response of the peo-
ple to the crisis was also strong. Most, unfortunately, attributed
responsibility for this failure to the “stock Jews” (Borsenjuden). At
the same time, there was a radical departure from the highly lib-
eral values that adorned the Griinderzeit, while anti-liberalism,
anti-capitalism and anti-Semitism significantly strengthened. The
financial and stock market system was then subject to the first reg-
ulations and as early as 1875 a new stock exchange law came into
force. Following the suggestions of the Rothschild banking house
and the President of the Stock Exchange, Moritz Wodianer de
Caprior, the trade-in securities was consolidated, and a new stock
exchange building was opened in Vienna in 1877.1 At the same
time, relations between joint-stock banks and industry intensi-
fied and a period began in which banks became the driving force
behind the country’s industrialization. They participated in
founding companies and converting existing ones into joint-stock

? Ibid, pp.65-66.
1 Ibid, pp.69-70.
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companies as well as in crediting them. A place on the board of
directors or supervisors of such companies was the expression of
these intense business relationships. Huge industrial consortia of
banks have emerged, putting entire industrial complexes under
their control.!!

The greatest feature of the Austrian financial system during this
period was precisely the dependence of its banking on the state,
which again worked almost exclusively with Viennese banks. It
should also be noted here that from 1873 to 1910 the Rothschild-
Creditanstalt-Diconto-Gesellschaft consortium assumed the role
of chief state banker in both parts of the Austro-Hungarian
Empire. It was a kind of cartel grouping of about a dozen financial
institutions, five of which were German (among which Diconto-
Gesellschaft was the largest) and aimed at dealing with all kinds
of large finances, which included the issues of Austrian security.
state bodies and institutions. The decision to be just this consor-
tium was not only about the fact that the Rothschilds had a broad
financial international network, enormous prestige, competitive-
ness and an enormous amount of capital, but also that they had
been deeply involved in Austrian financial affairs over the years
and this quasi-monopolistic position allowed them to provide rela-
tively favorable conditions. The government bond market was thus
almost monopolized by this consortium, which was of great impor-
tance for Viennese banking.!?

Although initially organized ad hoc to restrict competition among
bankers when it came to an Austrian government loan, the Roth-
schild-Creditanstalt-Diconto-Gesellschaft consortium has evolved
over time into an almost permanent financial organization. Its

"W International Banking 1870-1914, p.335.

2.G. Kovér, “The Rothschild Consortium and the State Debt of the Austro-
Hungarian Monarchy”, The Hungarian Historical Review Vol. 7, No. 2
(2018), pp.250-273.
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hegemony was temporarily jeopardized in 1877 by Wiener
Bankverein, when, together with a group of banks, it acquired
the right to a second bond issue of 70 million guilders. Two other
Viennese banks belonged to this group, the Osterreichische Boden-
Credit-Anstalt and the Anglo-Osterreichische Bank, while the most
important foreign partners were Deutsche Bank and the Banque de
Paris et des Pays-Bas. It was about the cooperation of modern joint-
stock banks, with their contacts being strengthened based on mutual
personal influences. So between 1874 and 1901, Georg Siemens was
the director of Deutsche Bank at the same time as the director of
Wiener Bankverein.'> Yet the success of 1877 was only a tempo-
rary victory for this very modern international group in Austria at
that time. It certainly had more and more success on the interna-
tional scene, with the Rothschilds regaining hegemony over Austrian
government loans; “...moreover, they were so powerful that they
were able to integrate Boden-Credit-Anstalt into their group in
1886.”* Wiener Bankverein was again in the game for a government
loan in 1903 when it joined the Rothschild-Creditanstalt-Diconto-
Gesellschaft consortium together with five other Austrian banks.'

After the 1870s, Austrian banks gave up lending to dual mon-
archy governments and because of increasingly favorable capi-
tal market trends in the newly established Balkan states. In the
early 1880s, with the help of Deutsche Bank and Credit Lyonnais,
Wiener Bankverein increased its capital from 8 million to 25 mil-
lion guilders; at the beginning of the 20th century, it increased it
by another 30 percent, with only 18 percent of stocks in the hands

B Finance and Modernization: A Transnational and Transcontinental Pers-
pective for the Nineteenth and Twentieth Centuries, eds. G. D. Feldman, P.
Hertner, (London: Ashgate Publishing Ltd, 2008), pp.40-41.

" International Banking 1870-1914, p.336.
5 Ibid, p.337.

31



32

FROM AFFILIATION TO NAZIFICATION

of foreign, mostly German banks before the First World War.!®
Thus, in 1884, Landerbank AG participated in the issuance of
40 million francs of the Serbian government loan, as a member
of an international consortium led by the French bank Comptoir
d’Escompte de Paris and Berliner Handels-Gesellschaft. The first
larger engagement of Wiener Bankverein on the Balkans was
within the banking consortium led precisely by Deutsche Bank,
and accompanied by Schweicerische Kreditanstalt and sometimes
later Dresdner Bank. This consortium was established in 1890
by Bank fir Orientalische Eisenbahnen, leaving her 45% of the
redeemed shares of the previous Society for the financing of rail-
roads in European Turkey. A year before, in 1889, it participated
with the Osterreichische Linderbank in a consortium for Bulga-
rian government loans. Already then, the Wiener Bankverein
has been instrumented for quite clear political purposes of the
Empire. So, in 1905, this bank founded Balkans Bank in Sofia
with the intention of expanding its business to the greatest extent
possible in the Balkans, while in 1911, with the assistance of
French capital it founded the Credit Agrarian Bank of Bulgaria.
In the meantime, in 1906, together with Anglo-Osterreichische
Bank and in cooperation with a French bank it founded Bank
Commerciale in Bucharest which very quickly became among five
strongest banks in Romania. Wiener Bankverein was one of the
pioneers in bringing Romanian oil production to the international
market by establishing a finance company in Budapest in 1890
under the name Magyar Ipar es Kereskedelmi Bank Rt. and partly
through the purchase of Rumanian petroleum company two years
later. After 1903, Deutsche Bank took over the financing of the
Romanian oil industry and at the same time entered into an alli-
ance with Shell in Europe and launched virtually a “price war”

1o Despite the apparent decline in foreign shareholder participation, Wiener

Bankverein was still one of the financial institutions - such as Boden Credit-
Anstalt - with a distincet international character, see: International Banking
1870-1914, p.330.
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with Standard Oil. Nevertheless, Wiener Bankverein also maintained
its interest in Deutsche Petroleum-Aktien Gesellschaft, which was
established for the purpose of buying bonds, as well as in Petroleum
Product AG, which was the oil sales agency of this banking group.
Three years later, both banks showed interest in investing in opera-
tions related to the construction of the Eastern Railways. So Wiener
Bankverein opened a branch in Constantinople, while Deutsche
Orient Bank did the same in Constantinople, Alexandria and
Cairo."

In the conflict of interest of major financial centers after the
Declaration of Independence of Albania, Wiener Bankverein was
the one that performed most ambitiously. Despite strong Italian
interests, in 1913, it tried her best together with Pester Ungarische
Commerzialbank and in compromise cooperation with another
three Italian banks to found the National Bank of Albania in
order to organize and exploit the Albanian economy. This ambi-
tious attempt failed precisely because of the resistance pro-
vided by Western European financial and political centers. Also,
at the urging of its political leadership, Wiener Bankverein
entered a new banking consortium in 1913 together with Credit-
Anstalt fur Handel und Gewerbe and Ungarische Allgemeine
Kreditbank. The aim of this consortium was to grant a new short-
term government loan to Bulgaria, and the reason was again to
secure an economic advantage and to expand the market for
the placement of goods and capital from Austria-Hungary.'®
In an effort to find money and an economic market in which inde-
pendent of the financial capital of Western European and Hun-
garian banks could operate independently, Wiener Bankverein found

" Ibid, p.338.

8 A. Mitrovi¢, ,,Ungarische Commerzialbank na Balkanu do 1918. godine®,
Zbornik Matice srpske, 34, Novi Sad, 1986, pp.44-50; ibid, “Mreza austrou-
garskih i nemackih banaka na Balkanu pred Prvi svetski rat”, Jugoslovenski
istorijski casopis, no. 3 - 4, Beograd, 1988, pp.66-70.
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itself very early in Bosnia and Herzegovina. Using the support and
privileges provided by the Regional Government for Bosnia and
Herzegovina, in 1895, it established the Privilegovana zemaljska
banka za Bosnu i Herzegovinu in Sarajevo (hereafter Landesbank
fiir Bosnien und Herzegovina), simultaneously taking over the affairs
of the Credit Bureau and the Bosnia and Herzegovina Savings
Bank in the same city. Through an excellent business organization,
it established a network of branches (Mostar, Tuzla, Brcko, Bjeljina,
Banja Luka) within a short time, and also took full control of the
wholesale of tobacco products, thus limiting its business activity
exclusively to the territory of Bosnia and Herzegovina, which was,
after all, the case and with all other foreign capital banks that
were established in Bosnia and Herzegovina by 1914.'° This phe-
nomenon that banks do not even envisage setting up their bran-
ches or extending their business beyond national borders even
under their statutes, is a unique case in the banking of Austria-
Hungary. One reason is believed to be “the gravity of the national
Bosnian economy to Sarajevo instead of the fact that it gravi-
tated into national and economic centers” (in Serbia, Croatia and
Dalmatia - note aut.).?

The conjunction of industrial and banking capital in the late 19th
and early 20th centuries was not only a feature of Austria-Hungary,
but of all other modern industrial countries of the time. What set
it apart from other countries, however, was the fact that large
banks nowhere played such a decisive role in economic life, as was
the case in the Austro-Hungarian Monarchy. It was the Austro-
Hungary itself who, by equalizing money and currency reform at
the end of the 19th century, made it possible to stabilize money
and simplify money operations, accelerate the development of the

" Les banques en Yougoslavie (Beograd: Kraljevina SHS, Jugoslovensko novi-
narsko udruzenje, 1927), p.136.

20 Lj.St. Kosier, V. Risti¢, Vodete institucije u nacionalnom bankarsitvu Bosne
(Beograd, Ljubljana: Bankarstvo, 1924), p.344.
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monetary and credit economy, as well as the banking system and
financial capital throughout its country.r In 1913, Croatia and
Slavonia, as components of its monetary and economic system,
already had one credit institution (bank, savings bank or credit
cooperative) per five to seven thousand inhabitants, while in some
districts there were credit institutions even per two thousand
inhabitants. It should be noted here that large financial institu-
tions with domestic capital were poorly engaged in the establish-
ment and financing of business enterprises, primarily industrial
ones, due to the strong economic dependence on the centers in
Vienna and Budapest. In Slovenia, city and municipal credit uni-
ons developed significantly, in which, again, the concentration of
domestic capital was very successful.?? Being on “its own ground”,
Wiener Bankverein could easily expand by establishing a branch
office in Zagreb in 1908, in the literature and archival material
known as the Croatian branch of Wiener Bankverein (Hrvatska
podruznica Wiener Bankverein). It cherished the typical bank-
ing business, but with the comprehensive support of the state, she
sought to find and strengthen a business base in the industry, and
having a greater share of the stocks in the few very advanced Cro-
atian and Slovenian companies, such as the Slaveks Forest
Company and the Paper Factory Vevce and Medvode and Gori-
cane.” Thus, what in other parts of the Balkans was the privi-
lege of the rest of the members of the banking consortia in which
she participated, in the territory of Croatia, Slavonia, Slovenia

*1A. Gerschenkron, An Economic Spurt that Failed: Four Lectures in Austrian
History (Princeton University Press, 1977), p.49.

2 M. Mirkovi¢, Ekonomska historija Jugoslavije, (Zagreb: Ekonomski Pregled,
1957), pp. 312-320; D. Misic, “Pregled jugoslovenskog novecarstva i ban-
karstva”, (Zagreb: Nova Evropa, 1923), p.346.

» 1. Belin, Koncentracija novéanih zavoda, “Jugoslovenska njiva”, year 3,
Zagreb, 1919, p.165; “Opste jugoslovensko bankarsko drustvo i njegova
familija u ushodecoj liniji”, Analiza bilansa an appendix to Narodno blagos-
tanje, I1, 20, Beograd, 17. 5. 1930, pp. 87-89
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and especially Zagreb, was exclusively hers. This expansion of the
economic as well as political and cultural influence of Vienna was
of great importance and left a deep mark on the time to come and
in which the Croatian branch of Wiener Bankverein was no longer
operating within its national borders.

Serbia has long been unable to consolidate its network of banks
linked to loans, either to the economy or to communications. Until
the early twentieth century, the entire banking system of Serbia
was based on a large number of small banks and savings banks,
which reduced their business activity only to loans to peasants
and merchants. Their fragmentation and deconcentrating, with
quite a small amount of available capital, made it impossible for
any serious action towards faster and stronger engagement in the
economic life of the country. To this must be added, and charac-
teristic of Serbia, the emergence of using banks as a tool in party
struggles (especially in smaller cities where there were someti-
mes as many banks as there were political parties, which often
lent voters instead of lending to the economy).* However, in
1882, Osterreichische Linderbank succeeded in founding the first
“daughter bank” in Serbia, the Serbian Credit Bank, in coopera-
tion with the Comptoir d ‘Escompte of Paris. A new foreign capital
bank appeared in 1888 under the name Bank Andrejevic and Co. In
cooperation with its founder Pester Ungarische Commerzialbank,
a year earlier, Wiener Bankverein participated in the financing of
tobacco operations in Serbia. Since then, it has been repeatedly
questioning the idea of opening its own branch in Belgrade. She
had the most prospect of success in 1911 when she joined a con-
sortium with the aforementioned Hungarian bank and applied
for a loan to the city of Belgrade. As it failed to obtain this loan
due to the increasing influx of French, British and Czech capital

2 M. Mirkovi¢, ibid, pp.313 - 314; D. Mili¢, “Pregled delatnosti stranog kapi-
tala u Srbiji do Prvog svetskog rata”, Historijski pregled, 2, Zagreb, 1964,
pp.100-102.
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(to which Serbia’s private banking doors were wide open), and
due to the increasingly strained foreign policy situation, it was
forced to withdraw from these territories. It reappeared only dur-
ing the First World War during the Austro-Hungarian occupation
of Serbia. At that time, the military leadership, which was pre-
paring the annexation of this area, namely to the Austrian part,
at the initiative of the Ministry of War of the Empire, especially
took an active role in establishing the branch of the Wiener Bank-
verein, which opened in 1916 in Belgrade. However, despite many
facilitations, the same military administration constantly inter-
fered with the development of this branch’s business, first by con-
trolling the agricultural yields, natural resources and industrial
plants of Serbia, and then preventing the connection between
institutions and people from Vienna and the local population.?
Despite this rather clumsy engagement during the war, the stay
of Wiener Bankverein in Serbia was crucial to its continued exis-
tence in the area after the end of World War I and the collapse
of the Monarchy.

Until World War I, Wiener Bankverein was woven into a “network
of Austro-Hungarian and German banks in the Balkans”, and
when her interests demanded it, she knew she should be part of
a consortium of other European banks. With the concentration of
large capital, strong banks then became increasingly involved with
industry, mining, transport, trade and agriculture. This “new type”
banking, in which the Viennese bank sought to play a significant

» A. Mitrovi¢, Strane banke u Srbiji 1882 - 1914, “Jugoslovenski istorijski
casopis”, 1, Beograd, 1997, pp.9-24; ibid, Ungarische Commerzialbank na
Balkanu do 1918. godine, pp.55-75
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role, was the link between financial affairs and politics. The busi-
nesses and interests of such a bank were partly the interests of
the national economy. Combining these interests with the state’s
economic and political aspirations allowed the bank not only enor-
mous economic power, but also a significant role in the foreign pol-
icy of its country. Through banking financial capital, so necessary
for the economic and social development of the former provinces
of the Ottoman Empire in the Balkans, powerful European states
have influenced their internal policies and thus included them
in their respective spheres of interest. Thus, with the creation of
two opposing alliances of major European states in the last third of
the nineteenth and early twentieth centuries, there was a real race
to achieve absolute economic and political monopolies, which made
the operation of major European banks in the Balkans increasin-
gly political. However, the end of World War I eliminated two hith-
erto very significant participants from this merciless economic and
political game. One of them, Austria-Hungary, fell apart into sev-
eral smaller nation-states, while Germany only temporarily with-
drew but did not relinquish its aspiration to create from Southeast
Europe (Siidost) its “supplementary economic area”.

In any case, the demonstrated performance of Wiener Bankverein
in the Yugoslav countries until the First World War, as well
as the strength of financial capital at that time, will allow us to
more freely compare its later position, reputation and business
in those same countries, then when they become an integral part
of the newly established Kingdom of Serbs, Croats and Slovenes.
We will also see how many new methods of operation of the same
bank were due, both to the changed socio-political circumstances
in the country from which it originated, and to economic and
financial changes throughout the European continent of that time.
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AUSTRIAN BANKING IN THE TRANSITION
FROM THE MONARCHY TO THE REPUBLIC

The peace treaty in Saint-Germain left a once-powerful Austro-
Hungarian state a small, war-ravaged, economically devastated
and financially broken Austria. The state, which was reduced to
a ninth of the former population and one-sixth of the former terri-
tory, completely separated from its once very important markets,
industrial enterprises, seaports and fertile plains, almost no longer
had the strength to exist.! Still, it had to. The coveted unifica-
tion with Germany was out of the question, not so much because
of Austria itself, but because of the barely defeated Germany in
the war. 2 From November 12, 1918, until May 1922, when Sipel’s

! The Treaty between the members of the Entente and the new Republic of
Austria was signed in Saint Germain on September 10, 1919. The Austrian
part of the Empire lost much of its territory: South Tyrol (Alto Adige) was
ceded to Italy; Istria, the Julian region and some islands also were ceded to
Italy; Bohemia, Moravia, the Sudetenland and part of Silesia became part
of the new state of Czechoslovakia; Bukovina was ceded to Romania; Galicia
was ceded to Poland; The Slovenian and Croatian parts of the Empire as well
as part of the Dalmatian coast and Bosnia and Herzegovina became part of
the new Kingdom of Serbs, Croats and Slovenes.

> From Empire to Republic: Post-World War I Austria, eds. P. Berger, et.al.
(Innsbruck University Press 2016), pp.175-183; M. Allinson, Germany
and Austria 1814-2000, Modern History for Modern Languages (London:
Hodder Arnold, 2016), pp.57-63; H. Herwig, The First World War Germany
and Austria Hungary 1914-1918, (Lodnon: Bloomsbury Academic, 2014),
pp-422-425; M. D. Milojevic, Iz oblasti nase spoljne politike I, (Beograd:
Zivot i rad, 1932), pp.94 -101; A. Ilic, Danubieusis. Danasnja Austrija,
(Beograd, 1927), p.9.
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“citizen government” was formed, the rule in Austria, both politi-
cally and economically, dissolved. No one can better than contem-
porary contemplate all the horror that the defeated state and its
people went through. In the case of Austria, the words of one of
its great writers, who was in Salzburg at the time, are noted:

“Every step through the street, where shop-windows had a plun-
dered look, where decaying houses shed crumbling mortaur like
scurf, where visibly undernourished people painfully dragged
themselves to their work, served to trouble one’s soul(...) The chaos
grew from week to week, the population became more excited. The
progressive devaluation of money became more often manifest. The
states later had their new currency substituted for the old Austro-
Hungarian notes, thus saddling tiny Austria with the main burden,
more or less, of redeeming the old crown. The first sign of distrust
was the disappearance of hard money, for people tended to value a
bit of copper or nickel more highly than measures printed paper.
The government did its best to get maximum note production from
the printing presses, following Mephistopheles” prescription, but it
could not keep pace with the inflation; then every city and town,
every village, began to print its own “emergency money“ which
neighborhood villas could reject and which, for the most part, was
recognized to be worthless and was thrown away. An economist
who knew how to describe graphically all the phases of the inf-
lation that spread from Austria to Germany would find it unsur-
passed material for an exciting novel, for the chaos took on ever
more fantastic forms.“

The aid for exhausted Austria came precisely from its enemies of
yesterday, France and England. Fearing growing social discontent,

? Ignaz Seipel was the Austrian chancellor on two occasions: from 1922 to 1924
and from 1927 to 1929 see: P. From Empire to Republic: Post-World War 1
Austria.

+ 8. Zweig, The World of Yesterday: An Autobiography, (London: Hallam
Edition, 1953), p,289; p.291.
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France and England began work on the financial reconstruction of
Austria, through the League of Nations, seeking to secure its budg-
etary balance with a favorable loan (1922).° The rapid economic
recovery that followed was due to the fact that as many as 17,000
industrial enterprises in Austria-Hungary before the First World
War had as many as 6,283 enterprises or 37.6% in Austria. Much
more important was the fact that the largest Viennese banks, with
significant foreign capital intervention, were able to maintain their
financial stability.5 Namely, the collapse of the Monarchy also led to

> A Protocol for the Restoration of Austria was signed between the government
of Austria and the governments of the United Kingdom, France, Italy and
Czechoslovakia on 4 October 1922, which provided for the gradual rebuild-
ing of the Austrian economy under the control of the League of Nations. The
Government of Spain acceded to this protocol on 3 November 1922. It con-
sisted of three separate declarations, which obliged the signatories not to
violate Austrian territorial or economic independence and to allow the for-
eign loans obtained by the Austrian government to be regulated. A Control
Committee has been established to oversee the distribution of funds during
the recovery. The Third Declaration granted the Austrian Government the
time required to regulate internal legislation in accordance with the provi-
sions of the Protocol, as well as the right to appeal certain decisions taken
by the Control Committee. A detailed program was developed to balance the
Austrian budget within approximately two years and a loan of £ 26 million was
granted to the country in 1924. Under the control of the League of Nations,
the economy and the system of public finances were reformed and the bud-
get balanced, so that by 1926 this control was completely withdrawn. The
1922 Protocol was supplemented by the Austrian Protocol signed on 15 July
1932, under which the governments of Belgium, the United Kingdom of Great
Britain and Northern Ireland, France, Italy and the Netherlands undertook
to lend to the Austrian Government 300 million Austrian Schillings for a peri-
od of 20 years. See: P. Gerlich, D.F.J. Campbell, ,,Austria: From Compromise
to Authoritarianism®“, Conditions of Democracy in Europe, 1919-39, eds. D.
Berg-Schlosser, J. Mitchell (Wien: Springer, 2000), pp.40-58.

6 I. Bickerton, The Illusion of Victory: The True Costs of Modern War (Mel-
bourn University Press, 2011), pp.116-148; J.M. Keynes, The Economic
Consequences Of The Peace: With A New Introduction By Michael Cox,
(London: Palgrave Macmillan, 2019); 143-144; M. D. Milojevic, ibid, pp.104
-105; Aleksandar Ilic, ibid, p,8.
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the collapse of its banking system, which was completely deprived
of its economic base, because it had failed to participate in a large
number of industrial enterprises which then remained outside the
borders of the state. Of the nine former Viennese banks with 143
branches outside Austria, by 1924 only the three oldest ones (with
nine remaining branches) sustained: Credit-Anstalt fiir Handel
und Gewerbe, Niederdsterreichische Eskom Gesellschaft and Wiener
Bankverein, thanks to the timely decision to preserve some of their
assets by transferring most of their financial capital to foreign cur-
rency, as well as the already mentioned intervention of foreign, pri-
marily Belgian, Swiss, English, and American capital.”

Thus, the rebuilding of Wiener Bankverein succeeded, first of all,
thanks to the sale of a considerable package of shares in 1920 to
a large international consortium led by the Belgian bank Société
Générale de Belgique. With a strict business policy, which did not
imply the operations with the capital coming from small investors
and savers, but solely with its own capital or the capital of those
large industrial and business clients, Wiener Bankverein man-
aged to sustain itself during the inflation period. It then estab-
lished a direct link with large foreign banks through which it
managed to provide loans in foreign currency to companies within
its consortium. Wiener Bankverein was able to benefit from the
participation of the Société Générale de Belgique and its subsid-
1ary Banque Belge pour Z’Etranger by the end of the same year.
An agreement was reached under which these two Belgian finan-
cial institutions provided Wiener Bankverein with a credit line of
30 million Belgian francs, successfully overcoming the constant
risk of withdrawing money for psychological reasons and enabling
more free investment in industry, transportation and mining. 8

" A. Teichova, ,,Banking and Industry in Central-East Europe in the first
decades of the 20th cetury®, 150 Jahre osterreichische Bankengeschichte im
Zentrum Europas, eds. O. Rathkolb et al. (Wien: Bank Austria Creditanstalt,
2005), pp.148-161.

8 F. Weber, Vor dem grofien Krach, p.83; ,,Opste jugoslovensko bankarsko
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However, the situation in its key market, the Balkans, has funda-
mentally changed. Before World War I, it was a place with various
financial heritage. Thus, the Kingdom of Serbia had its own central
bank and the national currency, while other territories that became
part of the new state had different financial positions depending
on the countries to which they belonged. The territories that were
previously parts of the Dual Monarchy were leaned on a banking
system symbolized by the Oesterreichisch-Ungarische Bank, cre-
ated by the privileged Osterreichisch Nationalbank, established
as early as 1816 in Vienna. From 1873 the monetary unit of the
Kingdom of Serbia was the dinar, while in 1892 the Crown was intro-
duced as the monetary unit of the Austro-Hungarian Monarchy.®

The conjunction of industrial and banking capital in the late
19th and early 20th centuries was not only a feature of Austria-
Hungary but of all other modern industrial states of the time. What
set it apart from other countries, however, was the fact that the
big banks nowhere played a decisive role in economic life, as was
the case in the Austro-Hungarian Monarchy. Therefore, it would
be almost impossible to find a common line in the banking sys-
tem that existed in the Yugoslav territories before unification.
Formed in quite different political and economic circumstances,
parts of the future Yugoslav space functioned in their own way.
At the same time, the banking system that existed in the territo-
ries of the former Dual Monarchy was not unique. The banking
legacy in Croatia and Slavonia was the largest, so before World
War I there were 61 banks, 146 savings banks and 832 credit
unions. The territorial distribution of these institutions was such
that only Hrvatska zemaljska banka was headquartered in Osijek,
while the centers of all other strongest banks and savings banks

drustvo i njegova familija u ushodetoj liniji“, Analiza bilansa an appendix to
the Narodno blagostanje, 11, 20, Beograd, 17. 5. 1930, pp.87-89.

* D. Gnjatovi¢, V. Dugali¢, B. Stojanovi¢, Isiorija nacionalnog novca, (Beo-
grad: Sineks-Beograd, 2003), p.166.
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were concentrated in Zagreb. Their common feature was that
they were mostly founded in the second half of the 19th cen-
tury, primarily with the aim of investing in the development
of industry. By all means, the most powerful bank in terms
of invested capital and branched out businesses, was Prva
hrvatska stedionica (First Croatian Savings Bank).!°

The diversity was also reflected in the time when the banks began
to be established. Thus, in Slovenia, under the influence of Aus-
tria, the first banking institution started operating as early as
1820, that 1s, twenty years before Prva hrvatska stedionica, opened
in 1846, while the first bank was established in Serbia in 1869."
When it comes to domestic banking institutions, they were estab-
lished in Slovenia only in the first decades of the 20th century. In
addition to several major banks such as Ljubljanska kreditna ban-
ka (Kreditanstalt fiir Handel und Industrie), Kranjska dezelna
and Slovenska eskomptna banka, the main feature of Slovenian
banking were the various savings banks (mestne hranilnice) that
existed in almost every populated place. The oldest was Kranjska
hranilnica, founded in Ljubljana in 1820."2

Credit operations in the territory of Vojvodina included three types
of banking institutions: banks, savings banks and credit cooper-
atives. Thus, by the end of the 19th century, there were already
42 banks, 26 of which were in Banat, 11 in Backa and 5 in Srem.
In addition to the 120 banking institutions founded with foreign

1 B. Draskovi¢, V. Aleksi¢ J. Minovi¢, Problemi deindustrijalizacije u Srbiji
(Beograd: Institut ekonomskih nauka, 2014), pp.21-24; S. Dezelic, Banke i
Bankarstvo, (Zagreb 1921), p.29.

1 S. Dezeli¢, ibid, p.31; A. Mitrovic, Andrej, Strane banke u Srbiji 1878 — 1914, p.54.

2 1,j.St. Kosier, Narodna banka Kraljevine Srba, Hrvata i Slovenaca 1884-
1924, (Zagreb: Tisak i kom. naklada hrv. stamparskog zavoda D.D, 1924),
p-35;Z. Lazarevie, “Slovenian Banks during the Great Depression,* Economic
and Financial Stability in SE Europe in a Historical and Comparative
Perspective, eds. Hini¢, B. et.al. (Belgrade: National Bank of Serbia, 2010),
p.o7.
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capital, there were also banks established with domestic capital such
as Srpska zadruzna banka and Pancevacka kreditna banka.'
Banking in Bosnia and Herzegovina was concentrated in about
fifty financial institutions until the First World War and had a dis-
tinctly national and confessional note, the most powerful of which
were concentrated in Sarajevo: Landesbank fiir Bosnien und
Herzegovina, Srpska centralna banka, Hrvatska centralna banka,
Muslimanska centralna banka. It should be borne in mind that
in the future Yugoslav banking system, in addition to the already
listed financial systems, an oriental system was incorporated, since
in the short peacetime period from the end of the Balkan Wars to
the beginning of the First World War there could be no integration
of the banking sector in Old Serbia and Macedonia.™

With all this in mind, Wiener Bankverein had been guided by the
prudent business policies of its Management Board, carefully choos-
ing the time during which it would rebuild old positions and elect
new ones.’” Vienna’s big banks have very flexibly pursued their
policy of adapting to the structure of their respective economic
area. Thus, the solutions of economic relations with the newly cre-
ated nation-states were very different. The nationalizations, which
began in 1919 by some successor states, were largely initiated pre-
cisely for fear of the domination of Austrian economic and indus-
trial structures, which resulted in the introduction of entirely new
industrial and trade policies in those countries. In the ensuing
period, great efforts were made to adapt these new economic
developments to developments in the Austrian economic area itself,

B Istorija bankarstva u Vojvodini, ed. N. Gacesa, (Novi Sad: Matica srpska,
2001), p.123.

" 1,j.St. Kosier, Narodna banka Kraljevine Srba, Hrvata i Slovenaca, p.38.

> In that period, the members of the Board and the Directorate of Wiener
Bankverein were mostly Austrian Jews. Bernhard Popper-Artberg, Hugo
Marcus, Sigmund Ichenhaeuser, Alfred Heinsheimer, dr Wilhelm Adler and
Oscar Pollak: Archives of Yugoslavia (AJ), Ministry of Trade and Industry
(65) - 1498 — 2482.
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and this was done primarily through mergers of related companies,
internal rationalization and changes in production. It turned out that
economic ties went beyond new frontiers, and it seemed desirable to
maintain them, both by reorganizing certain branches of the econ-
omy and starting new holding companies. This was especially true
of the textile, lumber and wood processing industries, which, until
1918, received funding from well-known domestic and foreign funds.
Thus, the estimated assets of Wiener Bankverein in the Austrian-
Hungarian textile industry amounted to about one hillion kronor,
in the petroleum industry 800 million, in the mechanical industry
300 million, and in the mining industry about 400 million crowns.!

Of all Viennese banks, Wiener Bankverein was the one that had
the largest network of branches and subsidiaries before the war
and had to sacrifice much in its relations with the successor states.
Its subsidiaries in Poland were taken over in 1921 by the newly
formed Allgemeine Bankverein in Polen AG of Warsaw, in which
Wiener Bankverein still managed to retain a significant share. In
the same way, the Allgemeinen Bohmischen Bankverein in Prague
was founded by the Czech branches as well as the Mdhrischen
Agrar-und Industrie Bank in Brno, which jointly continued to run
the Société Générale de Belgique, Banque Belge Pour I’Etranger
and Wiener Bankverein. The banking network in the Orient, built
over the years and with great effort, especially the branches in
Constantinople and Smyrna, had to be abandoned shortly after the
end of World War I, without any possibility of connecting with its
headquarters in any way. Until 1922, Wiener Bankverein main-
tained its branches in Zagreb, Budapest, Romania’s Cernovic, as
well as two in northern Italy: Bolzano and Merano. What was also
very important was the fact that it was able to set up a new branch
in Belgrade, because it found very suitable for the political and
economic situation in the country of her new neighbors.!?

1 Ein Jahrhundert Creditanstali-Bankverein, p.165.
" Ibid, p.167.
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Table 1:
Balance sheets of five largest Austrian shareholding banks at the
end of 1921

BANKS THE TOTAL AMOUNT OF CAPITAL
IN MILLIONS OF CROWNS

Osterr. Credit-Anstalt f. Handel 84,502.59
u. Gewerbe (Creditanstalt)

Wiener Bank-Verein 79,541.00
Allg. 6sterr. Boden-Credit-Anstalt 34,783.04

(Bodencreditanstalt)

Niederosterreichische 31,978.81

Escompte-Gesellschaft

Allgemeine Depositen-Bank 24,582.54

Source: P. Eigner et al., Geschichte der dsterreichischen Privatbanken
(Wien: Springer, 2018), p.89.

The newly established Kingdom of Serbs, Croats and Slovenes “was,
by location, a link, a bridge of Europe and Asia, of Central European,
Asian and Middle Eastern space, open to the Mediterranean and
connected to the Black Sea via the Danube”.’® Such a position had
not only foreign policy importance but also enormous economic
importance in Europe at that time. A whole new economic area
was created, both in size and quality. It was an obvious change,
more precisely, the disintegration of the old economic area and the
adjustment and gradual integration of the new economic area."

18 B. Petranovit, Istorija Jugoslavije 1918 - 1941, Prva knjiga, (Beograd:
Nolit, 1988), p,31.

1 M. Mirkovic. ibid, pp.339-342; J. R. Lampe, M. R. Jackson, ibid, pp.376-382.
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That change was hidden behind the well-known political conflicts,
the aftermath of war and inflation, which meant that by its very
nature it was not at all easy and painless. However, without a good
knowledge of the economic change, it is difficult to properly grasp
the major political and social movements and changes that have
taken place in the new state.

The attitude towards the changed market size was completely dif-
ferent in Serbia and the regions of the former Monarchy. While for
Serbia, the change meant expanding the market from 2.9 million to
a quadruple figure, for the regions of former Monarchy it meant a
decrease, as they moved from a market of 677,000 km? to a market
of 248,000 km?. “This gave Serbia a sense of pride in how many
things could be obtained in the domestic market, and in Slovenia,
Croatia and Vojvodina, the surprise of how few things the domes-
tic market can provide. This complacency in ones, and underestima-
tion in others, will be the root of many later tensions.”® However,
one cannot neglect the fact that Slovenia, Croatia and Vojvodina,
from regions of predominantly agrarian character in the for-
mer Monarchy, had almost overnight become the most econom-
ically developed areas in the new state. This is especially true of
Croatia, whose relative advantage was most evident, especially in the
area of banking and financial capital. As discussed above, in 1912,
there were 1,039 credit institutions in Croatia with 131 million gold
crowns of their own funds, while in Serbia at that time the capi-
tal amounted to 58 million gold dinars. Therefore, it should not be
surprising that in the first years after the Great War (until 1924),
50% of banking capital in the Kingdom of SCS was concentrated
in Croatia and Slavonia.? For the same reason, Zagreb became the
center of economic power, that is, the center of the strongest con-

» R. Bi¢anié¢, ,,Ekonomske promjene u Hrvatskoj izazvane stvaranjem Jugo-
slavije 1918“, Prilozi za ekonomsku povijest Hrvatske, Zagreb, 1967, p.83.

2! Thid, p.85.
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centration of capital, the largest industrial and commercial center,
unlike Belgrade, in which all political and state legislative power
was concentrated.?

Immediately after its founding, the reasons for the economic eupho-
ria that prevailed in the Kingdom of SCS were outlined in one of
the papers written by the University Professor and then former
Assistant Minister of Finance, Velimir Bajkié: “Frivolous optimism
1s a capital trait in the psychology of a victorious nation. That was
the case with Yugoslavia. The good mood created with the victory
and the creation of a new broad Fatherland also created an unli-
mited opportunity in the economic field. The spiritual state of the
country was d la hausse. Then, inflation occurred, which was a
material element of the entrepreneurial spirit and a great and
lively initiative. Nationalizing companies is not a bad thing, on the
contrary, but for unlimited optimism, there were insufficient funds
available to Yugoslav banks.”?® At first, there was an unlimited
opportunity for the capital market, given the huge construction
activity in big cities, the exploitation of the country’s natural
resources, the opening of new industrial enterprises, the devel-
opment of trade well as the credit needs of the state and private
entrepreneurs. It was believed that in the then devastated and
bare land, everything that was built and produced would have
a good pass, or that it would be profitable. Not much has been
taken into account considering the purchasing power of the peo-
ple. The chances of large and fast earnings have been enhanced
by the progressive inflation that has emerged precisely as a
result of this rapid economic prosperity of the country. The value
of capital, which in the form of loans and credits was invested
in the establishment of various industrial enterprises, for the

2 D, Misie, ibid, p.347.
V. Bajkic, Nase bankarstvo, “Letopis Matice Srpske”, book 313, Novi Sad,
1927, pp.219-220.
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construction of residential buildings (leasing) or the leasing of
complexes of land for parceling, has fallen sharply due to
inflation.

The inevitable decline in primarily banking capital was also influ-
enced by the decline in the overall balance sheets of the banks
located in the regions of former Austro-Hungary for the entire
three quarters. The reason was the change from the Crown to the
Dinar, based on the decision of the Government of the Kingdom of
Serbs, Croats and Slovenes on the monetary unification, in January
1920, when the withdrawal of the Austro-Hungarian Crown began,
which was then replaced by the dinar in a 1:4 ratio.?

Namely, during the war, in 1918, there was a great deal of bor-
rowing of the Austro-Hungarian state from the Osterreichisch-
Ungarische Bank. This bank issued notes based on the government
bonds received, so the budget deficit was inflationary financed,
which caused the money supply to increase uncontrollably with-
out increasing the metal base. This inevitably triggered high infla-
tion, significant price increases and the collapse of the crown. The

8. Dezeli¢, ,,Novéani zavodi Kraljevine®, Kraljevina SHS, Almanah, book 1,
part III, Zagreb, 1921/22, p.122.

% Sluzbene novine Kraljevine SHS (Official Gazette of the Kingdom of SCS),
IT, 13, 18. 1. 1920. The government’s reasoning for this decision states, inter
alia, “The unification of money prevents a further war between the crown and
the dinar, which prevents the value of the crown from rising when the value
of the dinar declines and vice versa; it enables the parallel movement of the
value of both notes. Following this reform, and subject to the favorable eco-
nomic conditions of our Kingdom, the value of the crown and the dinar has a
gradual, simultaneous and parallel climb in the direction of its pre-war value.
“Determining the ratio of the dinar to the crown at 1: 4 posed a major pro-
blem for all banking institutions in the territory of the former Monarchy and
caused great dissatisfaction with the Croatian and Slovenian financial circles
who felt that the dinar was overestimated in this scale, see: M. Ivezi¢, “NagSe
banke”, Domovina, Kalendar za 1925, Beograd, 1924, p.119; R, Bicanic
ibid, p.101.
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Osterreichisch-Ungarische Bank continued to exist after the col-
lapse of the Monarchy, keeping the crown in circulation through-
out the territory of the Austro-Hungarian Monetary Union, in all
provinces of the former Monarchy. This again led to large spillo-
vers of money from one area to another, which allowed for specu-
lative shocks, which meant that in the first post-war period, when
economic recovery was crucial, the uncertainty faced by the busi-
nessmen greatly increased while the rise in transaction costs signif-
icantly slowed the exchange of goods.

On the other hand, at the same time, the process of creating a
Yugoslav state took place, in which both external and internal fac-
tors were involved, but they did not have as a sphere of consid-
eration the regulation of the monetary system. “There has been
controversy over whether the new state should have a federal or
centralist order, what nations will make it, and who will play a cru-
cial role in governing. Currency unification was not an issue that
at least initially interested Serbian politicians and the Yugoslav
Committee.” This important economic issue was the second step
that followed shortly after the Unification on December 1, 1918,
and the initial euphoria of creating a new state, when currency
divergences quickly turned out to be one of the burning problems.?

* B. Begovi¢, ,,Uspostavljanje monetarne unije*, Sto godina od ujedinjenja:
stvaranje drzave i prava, eds. Begovic, Boris, Mirkovi¢, Zoran, (Pravni
fakultet Univerziteta u Beogradu, 2020), p.468.

S. Jerkovi¢, Narodna banka Kraljevina Srba, Hrvata i Slovenaca/
Jugoslavije 1918-1931. godine, (PhD Dissertation), University of Belgrade,
Faculty of Philosophy, 2018, p.168.

More on the monetary unification in the Kingdom of SCS see: M. Zeteviéc,
,»orbija i valutno pitanje 1918-1921%, Srbija na kraju Prvog Svetskog Rata,
Zbornik radova 8: Istorijski Institut, Beograd, pp.77- 87; M. Ugricic, Novtani
sistem Jugoslavije, (Beograd: Zavod za izdavanje udzbenika Socijalisticke
Republike Srbije, 1967); D. Gnjatovie, Stari drzavni dugovi, Prilog ekonom-
skoj i politickoj istoriji Srbije i Jugoslavije 1862-1941 (Beograd: Ekonomski
institut/Jugoslovenski pregled, 1991); B. Krsev, Finansijska politika
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Therefore, the priority for the authorities was to eliminate the
monetary chaos that prevailed, with five different currencies in cir-
culation in the same area, which was interchangeable at a freely
formed exchange rate, depending on fluctuations in the local mar-
kets of a largely disrupted and economically unrelated state. Such
monetary chaos significantly increased transaction costs because
trade between businessmen in the territory of the former Kingdom
of Serbia and those in the newly united provinces was crucial for
post-war economic recovery. In addition, for economic and politi-
cal reasons, it was necessary to prevent the introduction of Austro-
Hungarian crowns in the territory of the Kingdom of Serbia as soon
as possible. Thus, in December 1918, the Ministry of Finance issued
two orders, the first of which was a measure banning the intro-
duction of crown notes into the Kingdom, and the second stamping
and listing of crowns and Bulgarian levs only in the territory of
Serbia and Montenegro, while stamping and listing of crown notes
in the other territories were executed on the basis of a ban order
in January 1919.% A month later the decision was made to make
the newly established Kingdom a monetary union whose currency
would be dinar, with the crown being exchanged for dinar in a
manner and at a rate to be determined later. Monetary separa-
tion and the replacement of the crowns were also linked to the
liquidation of the Osterreichisch-Ungarische Bank, and these

Jugoslavije 1918-1939, (Novi Sad: Prometej, 2007); 1. Beci¢, Finansijska
politika Kraljevine SHS 1918-1923, (Beograd: Stubovi kulture, 2003) ; ibid,
Ministarstvo finansija Kraljevine Jugoslavije 1918-1941, (Beograd: Institut za
savremenu istoriju, 2012); ibid, ,,Za dinar ili za krunu - ko je dobio a ko izgu-
bio“, Istorija 20. veka, Beograd, 2/2013, pp.41-58; B. Mijatovi¢, ,,Zamena
austrijskih kruna za dinare®, Istorija 20. veka, Beograd, 1/2014, pp.75-89;
P. Garber, M. Spencer, The Dissolution of The Austro-Hungarian Empire:
Lessons for currency reform (Princeton University Press, 1994).

# AJ - Ministry of Finance of the Kingdom of Yugoslavia (70) -3-6: Rescript on
access to stamping and inventory of paper money of Austria-Hungary and
Bulgaria
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1ssues were also regulated by the Peace Agreements in Saint-
Germain and Trianon. On this basis, the successor states were
obliged to mark the crowns found in their territory, as well
as to withdraw the crowns from circulation in a period of one
year, after which the crowns were submitted to the Reparation
Commission.*® The treaties legalized the factual situation because
crown banknotes had already been marked in all countries. What
1s common to Czechoslovakia, Italy, Poland, Romania and Yugo-
slavia is that all the activities undertaken went towards replacing
the crown for national currencies, all in parallel with the organi-
zation of power, the establishment of borders, the prevention of
social unrest without any model that would have been inherited
from previous times.* The monetary situation inevitably affected
industry and trade. The currency measures of individual nation-
states - in addition to the scarcity of raw materials and energy,
especially coal - have led to a serious slowdown in economic life. The
growing devaluation of money has disturbed the balance between
physical and financial capital. In the newly established Kingdom
of SCS, the necessary domestic capital, despite all the nationali-
zation of foreign companies and banks, was still not enough. So in
the end what happened was inevitable; foreign capital (Swiss,
Belgian, English, American), so necessary for a comprehensive
startup of the country’s economic development, began to re-enter
the country through the old, well-established Viennese channels.

% Begovit, Boris, ,,Uspostavljanje monetarne unije, p.480.

3t Zbirka zakona protumacenth i objasnjenih sudskom i administrativnom
praksom/Collection of laws interpreted and explained by court and adminis-
trative practice, ,, The Treaty of Saint-Germain®, Book. 61, Beograd, 1927.
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WIENER BANKVEREIN UNDER THE PATRONAGE
OF SOCIETE GENERALE DE BELGIQUE

The banking consortium, which in 1920 removed the threat of bank-
ruptcy of the Wiener Bankverein, was led by one of Europe’s old-
est banks at the time, the Société Générale de Belgique of Brussels,
founded in 1822 under the name Société Générale des Pays-Bas. It
was, at one time, the first investment bank in Europe, created at
a time when Belgium was under Dutch rule, so that initially the
majority of shares were owned by Dutch King William 1. After the
Belgian Revolution of 1830, it changed its name to Société Générale
de Belgique and until the founding of the Banque Nationale de
Belgique in 1851 it was also the issuing bank of Belgium. The rise
of Belgian industry in the early 19th century was closely linked to
the establishment of this banking system which, before the French
Société Genérale du Crédit Mobilier or large German banks, chan-
neled financial capital into key sectors of heavy industry, which was
of vital importance for its modernization and spreading. In the begin-
ning, large banks, by covering state costs, played the role of indirect
financiers of industrialization. That was the case with this Brussels
bank as well. Thus, as early as 1823, 67.5% of the activities of the
Société Générale were intended for loans to the state, and in 1834
this share was still more than 53.4%.%

2 More on the hisotry of Societe Géenéerale de Belgique see: J. Cottenier et al.,
Dossier La Societe Generale: 1822-1992 (Bruxelles: Edition EPO, 1989); G.
Kurgan-van Hentenryk, “Finance and financiers in Belgium, 1880-1940”,
Finance and financiers in European history, 1880-1960, ed. Cassis, Youssef
(Cambridge University Press, 1992), pp.317-335; H. Van der Wee, M.
Goossens, “The Internationalization of the Belgian Mixed Banking System”,
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The beginning of industrialization quickly opened the question of
transport and construction of traffic infrastructure. Belgium was
more responsible for the construction of the first canals and rail-
ways than other European countries. Until 1842, all railways
were built by the state, and until 1850, all major railway lines
were managed by the state. All these infrastructure works were
largely financed by bank loans. In the first place it was the Société
Générale, and then the famous Banque de Rothschild to which at
that time almost all European governments were indebted. In fact,
the progress of the Société Générale de Belgique was so strik-
ing that it quickly faced competition from the rival Minister of
Finance, Charles de Brouckere, who founded a rival institution, the
Banque de Belgique, in 1835. Interestingly, the main capital of the
competing bank came mainly from France, namely from the
Banque de Rothschild, which was particularly concerned about the
growing power of the Société Générale. However, the Banque de
Belgique never managed to undermine its strength and after
years of struggle, it went bankrupt in 1880.%

The deep intertwining of the interests of the Société Générale and
the state was also expressed in the numerous public functions
performed by the bank’s employees. Among the bank’s 24 direc-
tors and commissioners, between 1830 and 1839, there were four
members of parliament, several ministers and 14 members of the

International Banking 1870-1914, eds. R. Cameron, V. I. Bovykin, (Oxford
University Press, 1992), pp.113-130; H. Houtman-De Smedt, “The banking
system in Belgium through the centuries”/“Le systeme bancaire en Belgique a
travers les siecles”, Handbook on the History of European Banks, ed. Pohl,
Manfred, (Frankfurt am Main: European Association for Banking History
E.V, 1994), pp.56-64; H. Van der Wee, M. Verbreyt, The Generale Bank
1822-1997: A Continuing Challenge, (Tielt: Lannoo, 1997);

Sociéte Geneérale: hitps://history.bnpparibas/document/the-creation-of-the-
societe-generale-des-pays-bas-to-encourage-industry-in-1822/ (approached

on April 29th 2020)
3 J. Cottenier et al, ibid, p.8.
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Brussels municipal council, including one deputy and one mayor
each. Good relations with the Ministry of Finance were reflected
in the fact that Société Générale was given the right to issue bank-
notes by the decision of the Minister of Finance Jacques Coghen,
who was also a bank shareholder and associate of Baron Ferdi-
nand de Meels, the lifelong governor of the Société Générale
and a major economic player in the industrial development of the
new Belgian Kingdom.** This Belgian bank, as a joint-stock com-
pany, played a pioneering role because it was the first in practice
to form financial-industrial groups that represented an unprece-
dented degree of concentration of power. Thus, at the top was the
bank with its credit and capital activities, the level below consisted
of holding companies, and at the bottom of the “ladder” were indus-
trial companies that performed only production activities. As early
as 1837, the Société Générale controlled between 20% and 25%
of Belgian heavy industry and participated in the founding of
most joint stock companies. According to Jules Malou, who man-
aged the bank from 1849 to 1871, Société Générale controlled a
quarter of the total capital of profitable Belgian joint-stock com-
panies until 1860, financing them with loans through current
accounts. It was a time when Ferdinand de Meelis and his associ-
ates, members of wealthy Belgian families, along with the power-
ful head of the royal cabinet Jules Van Praet, owned 80% of the
shares of Société Générale itself, as well as 85% of the shares of
companies in its consortium. Their names were on the lists of
the boards of directors of all these joint-stock companies, and the
record was held by Jules Van Praet, who was a member of the
Board of Directors in as many as 33 companies.?

Société Générale’s investments in the national economy signifi-
cantly accelerated the industrial revolution of this region and as a
type of holding company it had some control over the Belgian and

# Ibid, p.9.
% Ibid, pp.13-14.
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colonial economy. Kurgan describes the development of the Société
Générale into a universal bank as occurring after 1880, with sev-
eral other banks rapidly following and imitating the strategy of
the Société Générale. This development was then roughly contem-
poraneous; it also coincided with the growth and development of
overseas financing.’® From 1871 to 1913, the growth of share cap-
ital and long-term loans was actually quite modest: the value of
share capital rose from 75 million francs to 100 million, and loans
from 31 to 57 million. On the contrary, there was a huge increase
in deposits from 18 million in 1871 to 52 million in 1880, to reach
the amount of 288 million Belgian francs by 1918. Société Générale’s
growing interest in international banking was actually aided by
a strategy of domestic financial expansion. In 1900, the Société
Générale already controlled twelve regional and local banks with
branches in fifteen different locations in Belgium. This number of
regional and local banks under the control of the Société Générale
grew by 1913 to eighteen banks which owned a network of sixty-
one branches throughout Belgium. The combined strategy of ex-
panding control over international and domestic banking resulted
In an impressive increase in the share of financial participation in
Société Générale’s total portfolio, which rose from 16.42% in 1880
to 39.67% in 1913. Finally, from 1890, this bank transferred its
business policy beyond the state borders, which enabled it to reach
the very top of the banking ladder in Belgium. The fact that the
Belgian colony of Congo was built with the financial capital of this
bank, and through the newly established affiliation of the Banque
du Congo Belge, speaks volumes about its strength.?

In most prosperous capitalist countries, a huge surplus of cap-
ital has been accumulated since the middle of the 19th century,
which was prevented by relatively small domestic markets from

% G. Kurgan-van Hentenryk, “Finance and financiers in Belgium 1880-1940”,
p-115.

7 Ibid, p.319; H. Van der Wee M, Goossens, ibid, p.123.
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operating with sufficient profitability. This led to the struggle of
the most powerful states for a ‘sphere of influence’ in less devel-
oped industrial countries as well as in the colonies, where one of
the main challenges was precisely the export of capital. In his
search for colonial territories, King Leopold II of Belgium was
particularly interested in China, where he tried to take advan-
tage of rivalry between the great powers and secure control of
the 1,200 kilometer railway on the Beijing-Hankow line, which was
to transport much of China’s imports and exports. In that sense,
the rise of modern holding companies was indisputably an impor-
tant result of the emergence of international mixed banking.
Between 1880 and 1913, Société Générale was directly or through
specialized holding companies actively involved in the construction
of railways in Western Europe, and when this market showed signs
of saturation around the 1890s, it changed its investment strat-
egy again and focused all its efforts on creating a strong interna-
tional financial network outside Belgium. The first step was taken
in 1891, when Société Générale became an important shareholder
in the Banque Parisienne. In the following years, the Société
Générale, among other things, participated in the founding of the
Banque Russo-Chinoise (1896), the Anglo-Argentine Bank (1897)
and the Banque Francaise de Brésil (1899). However, the initial
year of the creation of the international banking system has been
usually considered to be 1902, when the Société Générale found
the Banque Sino-Belge, and three years later the Beijing-Hankow
railway line was officially opened. Investments in China, espe-
cially in the construction of railways, proved to be particularly
profitable, as they brought a net return on invested capital of as
much as 87%. This meant that the capital invested was almost fully
recouped each year. During ten years (1898-1908), this important
railway project createdl an important demand for railway equip-
ment produced in Belgium.*

% H. Van der Wee, M. Goossens, ibid, p.123; Across the Borders: Financing the
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Meanwhile, in 1904, the Banque Parisienne was reorganized
and transformed into an important French investment bank, the
Banque de I'Union Parisienne. Five years later, Société Générale
opened a branch in London and in the same year participated in
the creation of Banque Italo-Belge, which specialized in finan-
cial activities in Latin America. Société Générale strengthened its
presence there already at the end of the 19th century through
capital investments in railway lines in Argentina and Brazil.
The internationalization of Société Générale’s investment policy
was not limited to the railway and financial sectors. Mining and
heavy industry were also integrated into the international invest-
ment strategy, so in 1896 it was the turn of semi-feudal Russia,
where the Société Générale and the Société des Aciéries d’Angleur
founded the joint-stock company Société Métallurgique Russo-
Belge with its headquarters in St. Petersburg. It would later
create numerous metallurgical companies in the mining region of
North Donetsk, which was considered one of the most important
centers of Russia’s industrial development. The creation of the
Société Métallurgique Russo-Belge fit perfectly into the general
movement of Belgian capital exports to southern Russia, between
1886 and 1899. Thus the Belgians became, after the French, the
second most important creditor of Russia in 1913.%

The few banks and companies mentioned here were just the most
prominent examples of foreign financial investment by the Société
Générale, which only between 1891 and 1913 had an interest in
at least nineteen foreign banks or financial institutions. This
rapid development of Société Générale’s foreign financial port-
folio during the period before the First World War illustrates all
the dynamism and energy of the Belgian mixed banking system.

World’s Railways in the Nineteenth and Twentieth Century eds. R. Roth, G
Dinhobl, (London: Ashgate Publishing Ltd, 2008), p.248.

¥ H. Van der Wee, M. Goossens, ibid, pp.124-125.
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Thanks to its financial contributions, Société Générale often won
seats on the boards of patronized banks. Indirectly, in this way,
Belgian industrial interests in foreign countries benefited, espe-
cially through obtaining state concessions. In an effort to secure its
foreign banking investments, Société Générale acquired the Anglo-
Foreign Banking Corporation in 1913, establishing its position
in the City of London. The new financial institution became the
center of all international banking interests of the Société Générale
being renamed as the Banque Belge pour I’Etrange.”* And while
in the early 1880s Société Générale was still considered the most
important Belgian mixed bank specializing in the mining and
metallurgical industry, by 1913 it had become the center of
an important financial and industrial network that expanded
throughout the world. Its investment portfolio more than doubled
between 1880 and 1913, from 81 million to 202 million Belgian
francs. At the turn of the century, the Société Générale became an
increasingly distinct universal bank, consolidating itself in two
sectors that became the foundation of its further progress
between the two world wars: electricity and the development of
colonial companies.*!

During World War I, the Société Générale de Belgique turned the
London branch of the Banque Belge pour I’Etranger into its main
provisional headquarters, which was the financial center of all
its operations outside then-occupied Belgium. In 1915, this branch
also established a temporary agency in Rotterdam. The first years
after the cessation of hostilities were a period of intense activity
for the Société Générale, which some authors compare to the period

¥ According to Belgian historian Helma Houtman-De Smedt, the Banque
Sino-Belge (founded under the control of the Societe Generale) was actu-
ally transformed in 1913 into the Banque Belge pour ’Etranger with a wide
international scope, see: H. Houtman-De Smedt, ibid, p.83.

' H. Houtman-De Smedt, ibid, p.84; J. Cottenier, et al, ibid, pp.27-28; G.
Kurgan-van Hentenryk, ibid, p.321.
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Table 2:

Société Générale de Belgique - resources of major institutions at the
eve of the World War I

SOCIETE GENERALE RESOURCES
DE BELGIQUE GROUP (MILLION FRANCS)
Société Générale de Belgique 482
Banque d’Anvers 157
Subsidiaries of the Société Générale 535
Banque Beige pour ’Etrange 166
Banque Italo-Belge 89
Total 1,429

Source: G. Kurgan-van Hentenryk,
“Finance and financiers in Belgium, 1880-1940”, p.322.

following the declaration of independence of Belgium and the
dynamic beginning of its industrialization. Namely, immediately
after the armistice, Société Générale participated in the capital
increase of a number of new Belgian companies and at the same
time expanded and improved its banking infrastructure. Thus,
already during the war, the increase in the capital of patron-
age banks began, continued after the war, and already in 1919
she founded the Banque Générale de Luxembourg with the aim
of strengthening economic relations between Belgium and the
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Grand Duchy of Luxembourg.* After the First World War, Société
Générale had the richest portfolio of securities among European
banks, represented the world economy in the miniature because
of the diversity of engagements and the territorial distribution of
their portfolios. This bank was the absolute master of the large and
rich metallurgical industry in Belgium, and it also financed the
construction of roads and new coal mines. Yugoslav economic
experts between the two world wars ranked the bank’s annual
reports among the most important documents on the current
state of the world economy.* Thus, its branch Banque Belge pour
I'Etranger established its branch in New York as early as 1917,
located its headquarters in Paris in 1919 and established
branches in Manchester and Cologne, and a year later in
Bucharest. Finally, in 1920, together with the Swiss bank
Banque Commerciale de Bale (Basler Handelsbank) from Basel*,
it participated in the reorganization of the Wiener Banuverein
branches in which the Société Générale recognized its business
interest. Namely, the consortium, through this large Austrian
bank, practically secured its representation in all countries
originating from the former Austro-Hungarian Monarchy.*

# H. Houtman-De Smedt, ibid, p.85.

¥ E. Bussiere et al., Industrialisation et societes en Europe occidentale 1880 -
1970, (Paris: Armand Colin, 1997), 111-113; C. Kindleberger, A Financial
History of Western Europe, 104; “Opste jugoslovensko bankarsko drustvo i
njegova familija u ushodetoj liniji”, Analiza bilansa an appendix to Narodno
blagostanje, 11, 20, Beograd, 17. 5. 1930, pp.87-89.

The Banque Commerciale de Bale (Basler Handelsbank) was founded in
1863 by prominent representatives of industrial and commercial capital from
Basel with a capital of 20 million francs. Around the mid-1890s, this bank
began to reach the level of large banks to record a capital of 60 million francs
in 1918, see: Dictionnaire historique de la Suisse: https://hls-dhs-dss.chlfr/
articles/044716/2002-05-01/ (approached on May 3th 2020).

This consortium was joined in March 1930 by Deutsche Bank und Disconto
Gesellschaf, one of the strongest banks in Germany at the time, formed by the
merger of two banks of the same name, which together owned over a hundred

A4
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In the case of the newly formed Kingdom of SCS, this consor-
tium used its activities in the Wiener Bankverein as early as
1919/20 to take part in the “nationalized” Landesbank fiir Bosnien
und Herzegovina. This bank was founded on the initiative of the
Provincial Government for Bosnia and Herzegovina in 1895 by
Wiener Bankverien in cooperation with Pest’s Ungarische Bank fiir
Industrie und Handel with a capital of four million forints and an
additional loan in the same amount, with the possibility of using
cheap capital from land deposits of the provincial government and
judicial, municipal, clerical, and officer deposits. This enabled the
bank to develop strong economic activity and soon established two
branches in Mostar and Tuzla.*®

In the newly established Kingdom, the launch of the initiative for
the nationalization of all economic entities, in which foreign capital
was fully or predominantly engaged, was connected with the exten-
sion of the already existing Law on Treatment of Property of State
Subjects, who were at enmity with Serbia, on August 17, 1915 and
the Law on Notification and Approval of the Decision of the Paris
Economic Conference of October 18, 1916, on the entire territory of
the Kingdom of Serbs, Croats and Slovenes.?’

branches in the country and the world, see: “Opste jugoslovensko bankarsko
drustvo i njegova familija u ushodetoj liniji”, Analiza bilansa an appendix to
the Narodnom blagostanju, I1, 20, Beograd, 17. 5. 1930, pp.87-89.

% W. Fritz, Vor dem grofien Krach, 2016, p.80; Lj. St. Kosier, V. Risti¢,
Vodece institucije u nacionalnom bankarstvu Bosne (Beograd, Ljubljana:
Bankarstvo, 1924), p.13.

17 Sluzbene novine Kraljevine SHS, (Official Gazette of the Kingdom of SCS), 1,
11, 27. 2. 1919; A year later, the Decree on the Property of Enemy Subjects
was passed, which set out in more detail the provisions according to which
the goods, rights, and interests of enemy subjects were to be reported, listed
and placed under state sequestration and according to which such prop-
erty would be liquidated. Sluzbene novine Kraljevine SHS, (Official Gazette
of the Kingdom of SCS), 11, 149, July 10, 1920; Law on the transfer of all
property of the former Austro-Hungarian Monarchy to the ownership of the
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Based on these and subsequent legal regulations, the nationaliza-
tion of banks was carried out either through the assimilation of
institutes or through sequestration, which included a court ban on
performing banking operations and placing such institutes under
the control of the state commissioner.*® However, in a short time,
such nationalization was reduced to the placement in the man-
agement and supervisory boards of banks with foreign capital of
“national representatives”, 1.e. prominent politicians, MPs, high
state officials or even generals, who did not have sufficient qualifi-
cations or any influence on their management and business. Very
often, they received only a few symbolic shares as an opportunity
to participate in shareholders’ meetings and boards of directors,
although the real reward consisted of large royalties and dividends.
That was the end of all the nationalization of such banks, and the
lively “rush” of foreign capital into the economy of the Kingdom of
Serbs, Croats and Slovenes began.*

Nikola Berkovi¢, founder and president of the Chamber of Com-
merce and Crafts for Bosnia and Herzegovina in Sarajevo, mem-
ber of the Management Board of the Association of Monetary and
Insurance Institutions of the Kingdom of SCS, and the president
and vice-president of many industrial companies in this part of the
Kingdom was appointed President and General Manager of the
then Landesbank fiir Bosnien und Herzegovina.”® Through such a

Kingdom of Serbs, Croats and Slovenes, according to which “all property,
both movable and immovable, which was the property of the former Austro-
Hungarian state, should be considered general state property and deploy-
ment of the Government of the Kingdom of Serbs, Croats and Slovenes “, was
passed two years later: Sluzbene novine Kraljevine SHS, (Official Gazette of
the Kingdom of SCS), 1V, 142, 30. 6. 1922.

F. Kohn, Trgovacki i pravni leksikon, (Osijek: Tisak Gradanske tiskare,
1937), pp.820 - 821; Sequestration was prescribed under Article 249 of the
Saint-Germain Peace Treaty and Article 232 of the Trianon Peace Treaty.

¥ D. Misic, ibid, 348; V. Bajkic, Nase bankarstvo, pp.222 - 223; R. Bicanic,
ibid, p.102.

% Deset godina saveza novéanih i osiguravajucih zavoda Kraljevine SHS, 1919
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striking figure in the economic life of the country, foreign owners
have secured uninterrupted further work and increased the capi-
tal from 14 to 20 million crowns, which enabled the continuity of
this bank’s participation in some of the strongest industrial com-
panies in Bosnia and Herzegovina, Croatia and Slovenia, such as:
Deonicka pivara, Printing House Bosanske poste and Bosnian-
Herzegovinian construction company in Sarajevo, Sava General
Insurance Company a.d., Gradevinsko dionicarsko drustvo in
Zagreb or Gradevinsko drustvo Obnova in Ljubljana.

Regardless of the fact that the newly established state received one
of the first loans from the Croatian branch of Wiener Bankverein in
Zagreb immediately after the end of the First World War, it, as a
branch of the enemy bank, nevertheless became a subject of seques-
tration on May 17, 1919. In the meantime, all former branches of
the Osterreichisch-Ungarische Bank were sequestered as property
of the enemy state, and the confiscated values and money were
transferred to the vault of the State Mortgage Bank in Belgrade.
The handling of sequestered property was first in the domain of
the Ministry of Trade and Industry, and then of the Ministry
of Justice, which placed the assets and liabilities of all former
branches under sequestration.

However, the deterioration of the economic situation in the coun-
try due to the already mentioned lack of domestic capital, as well
as the clumsy nationalization of foreign companies, led to the fact

- 1929, (Zagreb: 1929), p.19; Ko je ko u Jugoslaviji, Beograd, 1928, p.15:
Nikola Berkovi¢ was born in 1862, in Vrbovec (Croatia). For the position he
held, he had a very modest education - high school in Zagreb and the Trade
Academy in Graz, but also rich experience working many years in Austro-
Hungarian banks.

! Les banques en Yougoslavie (Beograd: Kraljevina SHS, Jugoslovensko novi-

narsko udruzenje, 1927), p.135.

2 AJ, 65-1498-2482, file Wiener Bankverein, the act of the Ministary of Justice
of the Kingdom of SCS on the sequestrated branch, IV, no. 7503, 16. 10. 1920;
also: Jugoslovenski kompas, financijalni dio, 1919, 1920, Zagreb, 1921, 324.
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that this sequestration after more than a year and a half was
more of a burden than a benefit in the country’s economic life.
Thus, from “an institution that is a branch of Wiener Bank Ferein
in Vienna, and belongs to the subjects of enemy countries and the
capital is of Austrian origin”, in a relatively short time it became
“a branch (which) occupies a prominent place among credit insti-
tutions in Croatia and its business has a purely national character
because it finances many domestic companies®.>® As the key reasons
for the urgent abolition of the sequestration were mentioned: its
creditors, Swiss banks, domestic banks and branch employees who
had to be provided with jobs as citizens of the Kingdom of SCS.

The economic intertwining between Austria and the Kingdom of
Serbs, Croats and Slovenes was especially evident in the first post-
war years of 1919 and 1920, primarily due to the existence of old
economic cooperation in parts of the former Monarchy, but also due
to the economic needs of both countries “where the compromis had
to be found between Yugoslav tarrifs on industrial products and
Austrian tarrifs on agricultural products” By concluding compen-
satory and temporary trade agreements (until 1925), Austria tried
to enable the normalization of economic relations despite strong
mental barriers of new neighbors who often hindered such agree-
ments by coercive measures, among which sequestration was one
of the most common. Even when it agreed to remove the seques-
tration, the Kingdom of Serbs, Croats and Slovenes tried to extract
as much benefit as possible by imposing sometimes almost
1mpossible conditions. This rather unpleasant process was stopped
after the agreement on concluding the “sequestration agreement”,

3 AJ, 65-1498-2482, file Wiener Bankverein.
>+ Thid.

% A. Suppan, “Jugoslavija i Austrija od 1919. do 1938. Susjedstvo izmedu

kooperacije i konfrontacije”, Casopis za suvremenu povjest, vol. 20, no. 3,
Zagreb, 1988, p.9.
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during the visit of the Austrian Chancellor Ignaz Seipel to Pasic, in
February 1923.5

Seipel was also a high Catholic priest who managed to alleviate
the difficult economic position of Austria by obtaining significant
foreign loans (in exchange for a promise not to follow the banned
Anschlus for at least ten years) and in 1924 he supported the
replacement of the devalued Austrian crown with a stronger cur-
rency, the shilling. A stable currency required a sharp cut in public
spending, financed by high taxes and the forced retirement of about
85,000 civil servants.’” On the other hand, the normalization of eco-
nomic relations with Austria encouraged Yugoslav officials to try,
at least for a short time, to introduce a certain order and control
in the work of foreign banks on its territory.

% 1. Bickerton, ibid, 116-148; Arnold Suppan, ibid; see also: Sluzbene novine
Kraljevine SHS, (Official Gazette of the Kingdom of SCS), IV, n0.88-XIX,
17. 4. 1924, “Zakon o Konvencijama zakljuéenim sa Austrijskom republikom
radi skidanja sekvestraisvih iznimnih mera nad imovinom obostranih podan-
ika, kao i radi resenja drugih pitanja u vezi sa odredbama Sen-Zermenskog
Ugovora o Miru”/Law on Conventions concluded with the Republic of Austria
for the purpose of removing sequestration and all exceptional measures on the
property of mutual subjects, as well as for resolving other issues related to the
provisions of the Saint-Germain Peace Treaty.

T M. Allinson, Germany and Austria 1814-2000, Modern history for modern
languages, (London: Hodder Arnold, 2016), p.76.
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ESTABLISHMENT OF A NEW BELGRADE BRANCH
“SERVICE OR INTEREST”

Due to its expansive power, private financial capital, concentrated
in Croatian and branches of foreign banks, was focused on lending
to the Croatian economy and especially industry, trade and mining,
even before the First World War. The government of the Kingdom
of Serbs, Croats and Slovenes, led by the radical Stojan Protic,
aware of the severe consequences for its own economy, especially
when 1t comes to industrial companies in Croatia and Slovenia,
began in March 1920 to consider abolishing sequestration over the
Croatian branch of Wiener Bankverein in Zagreb. It was decided
that the Ministry of Justice, headed by Momcilo Ninci¢, would use
this decision to obtain certain concessions from the Viennese bank.
Thus, the opening of the Branch was quickly linked to the open-
ing of the “General Directorate” in Belgrade, within a period of
three months after the removal of the sequestre; provided that “its
Administrative and Supervisory Board be composed of a majority
of Yugoslav citizens; then that Wiener Bankverein be obliged to
subsidize the required working capital; that the depots and depos-
its of Yugoslav citizens must always be in the country and that
the reserves must be in our government securities.”s

The condition that was not among these five, and which was in
fact the most important one and on which the Ministry of Justice
also insisted in this decision, is that the representatives of Wiener

% AJ, 65-1498-2482, file Wiener Bankverein, rescript of the Ministry of Justice,
Department of Sequestration, S. no. 8178, 22 March 1920.
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Bankverein sign a special statement in which they would waive
the right to compensation for damage caused by sequestration and
that they will bear all the costs incurred until then. This decision
was forwarded to the Department for Credit Institutions and
Insurance of the Ministry of Trade and Industry, which was just
taken over by Momcilo Ninci¢ at that time. In the further multi-month
analysis of the solution, the existing conditions were “deepened”
and new ones were supplemented. Thus, point 2, which requires
the Board of Directors and the Supervisory Board to be composed of
a majority of Yugoslav citizens, was amended to require that they be
“undoubtedly citizens without the right of option” to then introduce
a new, very interesting condition, according to which “the dividends
which were in the hands of German subjects to be deposited with
the Uprava fondova for the Reparations Commission.” This actu-
ally meant that the Yugoslav government wanted to nationalize
the Bank, which in turn would get free access to all its industrial
companies in the Kingdom.

These negotiations took place in the shadow of very turbulent politi-
cal events in the newly established state. As early as May 1920, the
government of Stojan Proti¢ fell and a new coalition government
of Milenko Vesni¢ was formed. Despite the fact that the reports of
the Wiener Bankverein were not available to us, only on the basis
of the existing documentation we can conclude that there was some
outwitting between this Viennese bank and the Ministry of Trade
and Industry of the Kingdom, which continued to be led by Mom¢ilo
Ninci¢. However, at the beginning of January 1921, the government
of Milenko Vesni¢ also fell, and the new government was formed by
radicals led by Nikola Pasi¢. Unlike all previous governments, this
one had very little ear for the needs of foreign capital in the coun-
try.5° There is no doubt that this is the reason why the Bank agreed

¥ AJ, 65-1498-2482, rescript S no. 10.388, 28 December 1920.

8 Serbian radicals, led by Nikola Pasi¢, have had an almost traditional
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to all the set conditions on January 21, 1921, although it was fully
aware that it could not fully meet them, given that they simply vio-
lated the Wiener Bankverein Rules, according to which none of its
branches could have separate management and supervisory boards
whose members would be specially awarded dividends. It is another
question whether the creators of the decision to remove the seques-
tration over this bank knew that.®!

Yet, until the registration of the branch in Belgrade, in August 1921,
everything went “according to plan”, so the Bank even decided on
very resounding names for the members of the Board: Oscar Pollak,
Viennese director of Wiener Bankverein, Hugo Weinberger, director
of the Croatian branch from Zagreb, David Hohner, Deputy Director
of the newly established branch in Belgrade and a former inspec-
tor in the Ministry of Trade and Industry, as well as three mem-
bers of the Supervisory Board: Kosta Rizni¢, Vlajko Godevac and
Mihajlo Bajloni. All of the listed members were Yugoslav citizens
except Director Oscar Pollak.® It is very likely that agreeing to the

animosity towards the presence of foreign capital in the country. see: V.
Aleksié, ,,Connection between State and Private Shareholding Banks in
Serbia up to the Second World War — Case Study of the Beogradski kreditni
zavod®, Bankarstvo, Vol. 41, no. 5 (2012), Beograd, pp.56-73.

1 AJ, 65-1498-2482, file Wiener Bankverein; On 21 January 1921, the Belgrade
Commercial Court, based on the approval of MTI, announced the establish-
ment of a branch of Wiener Bankverein (No. 1113) with a subsidized capital
worth 7.5 million dinars. According to this document, only Hugo Weinberger,
the director of the Croatian branch of the Wiener Bankverein in Zagreb, had
the right to sign and borrow for the company.

2°AJ, 65-1498-2482, information on the decision of the Management Board of
Wiener Bankverein of 11 January 1921 on the establishment of a branch in
Belgrade, according to the attached conditions; Certificate of the Ministry
of Justice of the Kingdom of Serbs, Croats and Slovenes, Section IV of the
Sequestration for Austrian Facilities on the fulfillment of all set conditions for
the establishment of a branch of Wiener Bankverein, no. 61, April 16, 1921;
from this certificate it can be seen that point 4 from decision no. 9896, which
refers to the deposit of dividends of shares of enemy subjects, by the decision
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set conditions and establishing a branch in Belgrade was actually a
cover made by Wiener Bankverein in an effort to regain lost shares
in large Slovenian companies: Chemical Factory Shareholding Com-
panny in Sostanj, paper factories Vevée and Medvode in Gori¢ane
Shareholding Compannies in Ljubljana, etc. However, in February
1921, Slovenian financial circles offered very strong resistance
to the renewed Croatian Branch from Zagreb, as well as to the
Ministry of Trade and Industry, which approved the renewal. Thus,
the Department of the Ministry of Trade and Industry in Ljubljana
openly expressed doubts about the nationalization of the Wiener
Bankverein branch and assessed the opening of the branch in
Belgrade as “incredible”.53

The Belgrade representatives of this Ministry tried again, in every
way to convince their Slovenian colleagues of something in which
they themselves did not believe much.®* Thus, the Sequestration
Section of the Ministry of Justice in Zagreb was trying to give the
Department of the Ministry of Trade and Industry in Ljubljana
an interpretation that since the branch was obliged to dispose
of its own working capital in terms of point 5 of the above-men-
tioned ministerial decision and in terms of point 2 of the same deci-
sion it was obliged “to establish its own Board of Directors and
Supervisory Board in which the majority would be undoubtedly
our citizens without the right of option that this branch is to be
considered nationalized.” Only a month and a half later another
interpretation arrived from Belgrade to Ljubljana which said: “...
The Minister’s opinion, (Minister of Justice - note aut.) that there
are no reasons for interference in the work of that company, but
that the branches of Wiener Bankverein located in our territory

of the Minister of Justice no. 926 of 14 April 1921 declared invalid.

8 AJ, 65-1498-2482, correspondence between the Credit and Insurance Depart-
ment in Belgrade and the MTI Department in Ljubljana.

4 AJ, 65-1498-2482
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should be considered equal to other domestic banks, especially as
Mr Minister of Trade and Industry by his decision VI N. 3023 of
1 November 1920 approved that Bank to have the right to act on
the entire territory of our Kingdom ...“. However, on the back of this
same document, which was forwarded to Ljubljana, MTI inspec-
tor Milorad Zebié¢ practically denied the opinion of the Minister of
Justice, emphasizing that: “even if Wiener Bankverein was given
the right to work in the country, it cannot be considered domestic.
It can participate with its capital in industrial enterprises, but if a
certain industrial enterprise, which was under sequestration, is to
be nationalized and the transfer of domestic capital and influence
1s ensured in it, then Wiener Bankverein cannot be considered equal
to domestic companies in the participation in that part of the capi-
tal, since foreign capital has been invested in it, thus it is a foreign
company whose headquarters are abroad.”®

When the new Wiener Bankverein branch in Belgrade was regis-
tered on August 25, 1921, it turned out that the suspicions of the
Slovenes were completely grounded. Namely, there were no signs
of the Board of Directors or Supervisory Board nor the sign of
announced “nationalization”. Therefore, only a branch was formed,
which in addition to the already mentioned directors Oscar Pollack,
Hugo Weinberger and deputy director David Hohner, also included
Josif Gutman as the branch director, and the former director of
the Srpska kreditna banka in Belgrade, Nikola D. Dordevic as the
deputy director, formerly Deputy Director of Prometna banka in
Belgrade and Dusan Arandelovi¢ as procurator, former head of the
banking department of the General Directorate of State Accounting
in Belgrade.®® The explanation for this turn of events is given by

6 Ibid.

% AJ, Opste jugoslovensko bankarsko drustvo a.d. (151) -1-1, advertisement of
the Belgrade First Instance Commercial Court dated 25 August 1921, no. 7477
on the registration of members of the Wiener Bankverein branch in Belgrade,
according to which it appears that Hugo Weinberger’s independent right to
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the Austrian historian Fritz Weber, who states that the Austrian
press at the time pointed out the unpatriotic behavior of the main
Viennese banks and especially pointed out the example of Wiener
Bankverein, whose newly opened branch in Belgrade approved a
loan of as much as a million dollars.’” The obvious change in the
selection of the main representatives of the Belgrade branch was
a consequence of Vienna’s decision to keep the focus of its work in
Zagreb, despite its legal obligations (by appointing Hugo Weinberger
as director of the Croatian branch of the Wiener Bankverein since
1908), while the choice of Hohner and Gutman next to Weinberger
in Belgrade was a clear indicator of efforts to establish a link
between international and domestic Jewish capital.c

The branch in Belgrade itself officially started working only in
September 1921, by moving into the rented premises of the “Grand”
Hotel in Cika Ljubina Street no. 20.% In addition to the aforemen-
tioned directors, deputy directors and procurators, two other proc-
urators, three chiefs: bookkeeping, foreign exchange and hill of
exchange departments, as well as one bookkeeping, cashier and
correspondent clerk, and two servers were employed. All employ-
ees, as well as some members of the Directorate, were between 30
and 40 years old, had experience in banking and were generally
accepted on recommendation.” Salaries of employees ranged from

sign and borrow for this branch has ceased, but not his right to appoint and
remove directors and procurators he had by power of attorney from Vienna.

5 F. Weber, ibid, p.34.

8 Rafailovic, Jelena, ,,Economic Structure of the Population in the Kingdom of
SCS”, Tokovi istorije, 3 (2019), pp.79-104.

% Beograd u proslosti i sadasnjosti, povodom 500-godisnjice smrti Despota
Stevana (1389 - 1427), 1V, Oglasni deo, Beograd, 1927.

" AJ, 151- 92-120: personal files of employees 1921 -1945: Hohner David 1921 -
1940; born in 1886 in Nis, unmarried. Graduated from the Faculty of Law in
Belgrade and the Higher Technical School (General Department of Technical
Insurance) in Vienna (knowledge of German and French - reserve captain of
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the first class). Until April 1, 1921, he worked as an inspector at MTI when he
came, first to the position of deputy director of the branch in Belgrade, and
from 1927 to the position of director; Krkic Dusan 1921 - 1937; born in 1892
in Kragujevac, unmarried. He graduated from the State Trade Academy with
a high school diploma in Belgrade, and was accepted as the head of bookkeep-
ing and a proxy. From 1910, he worked first in the State Mortgage Bank,
and then as the head of the Main Accounting Department of the Ministry
of Finance (without knowledge of foreign languages - reserve captain of the
first class); dr Celegin Ljubomir 1921 - 1945; born in 1891 in Omis, married.
Graduated from the Faculty of Law in Vienna and Zagreb in 1916 (knowledge
of German and Italian). He worked as a lawyer and then as the Secretary of
the General Directorate of Direct Taxes in the Ministry of Finance, as well as
the Administrative Secretary and Deputy Chief in the General Secretariat of
the same Ministry on projects for regulating currency relations in the coun-
try. He was admitted on September 1, 1921 to the Belgrade branch as the
head of the bill of exchange department and liquidation department; later
proxy, procurator and director. Milosavljevic Radovan 1921 - 1945; born in
1897 in Sabac, married. Graduated from the Commercial Academy in France
(knowledge of French). He was accepted on August 1, 1921, as the head of the
foreign exchange department; later procurator, super-procurator and dep-
uty director. Durkovic Kurt Todor 1921 - 1930; born in 1893 in Austria,
(declared himself a Serb of the Catholic faith) married. He graduated from
high school and the Export Academy in Vienna (knowledge of German and
English). Admitted as Senior Procurator September 1, 1921; Krstic Zarko
1921 - 1928; in his file there is only the information that he was hired as a
procurator on September 1, 1921 (without knowledge of foreign languages
- reserve captain of the first class); Zemcuznikov Dorde Buda 1921 - 1928;
born in 1895 in Krasni Rog in Russia (Russian stateless emigrant) married.
He completed two years of Ramsgate Chatham House College in England and
four semesters of the Trade Course at Riga Polytechnic School (knowledge of
French, Russian, German and English). Appointed on September 1, 1921, as
a correspondent clerk; Bukovi¢ Ivo 1921 - 1928; born in Slovenia, unmar-
ried. He was a member of the board of the State Class Lottery in Zagreb and
an official of the branch of the Zagreb branch, from where he was transferred
on September 1, 1921 to the Belgrade branch; Jockovic Mihailo 1921 - 1931;
born in 1883 in Pozarevac, married. Graduated from the Higher Academy of
Commerce in Belgrade (knowledge of German and French). He was hired as
a treasurer on the recommendation of MTI inspector Svetozar UroSevie on
September 1, 1921, with fourteen years of banking experience. The personal
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17,500 dinars, as much as directors received, to 3,500 dinars, which
was the amount of employees’ salaries. The number of employ-
ees increased over time, as did the volume of work of the Belgrade
branch. In the Croatian branch of Wiener Bankverein the number
of employees from 1921 until the transformation of both branches
into affiliation in 1928 was at least three times higher, in accord-
ance with its scope of work.™

The first female employees were admitted to the Belgrade branch
in 1922, one of whom was the widow of a Serbian officer who died
in the First World War, while the other, although only after grad-
uating from trade school, was hired as a correspondent because of
her good knowledge of three foreign languages. For the next three
years, three new employees each year and one ganitor were hired.
A larger group of employees was hired in the last two years of the
branch’s existence (five in 1926 and eight more in 1927). Thus, in
the Belgrade branch of the Wiener Bankverein, in the period from
1921 to 1928, thirty-three clerks and janitors were employed. One
third of the total number of employees were women. Except for one
clerk who had completed eight grades of high school, all the others
had completed four grades of high school or trade school.

All employees were between 27 and 40 years old, except for two
eighteen-year-old trainees and one 50-year-old treasurer, who was

files of Josif Gutman, Nikola Dordevi¢ and Dusan Arandelovi¢ have not been
preserved, but it is known that Arandelovic left the branch in September
1922, Josif Gutman resigned as the branch director on June 16, 1926, while
Nikola Dordevi¢ took his place in 1927.

Due to the impossibility of insight into the personal files of employees in the
Croatian branch of Wiener Bankverein as well as employees of the branch of
AJB in Zagreb, we drew conclusions about the number of employees based on
personal and payrolls saved for certain years: AJ, 151- 92-120.

71

2 AJ, 151-92-120: it is interesting that all female employees, except for one of

them, were not married. Even more interesting is that out of thirty three
employed clerks only seven of them were married.
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admitted to the branch after 20 years of active military service,
as a retired first-class captain. Since 1923, Jews have increasingly
found work in the branch, accounting for a third of the total num-
ber of employees until 1928. Only seven of the thirty employees
were born in Belgrade or Zemun, while most came from the interior
of Serbia, Vojvodina, Bosnia and Herzegovina, fewer from Croatia
and Slovenia, and two employees were born abroad. Twelve employ-
ees each graduated from the trade academies, or had four grades of
the trade school or grammar school and three more eight grades of
the grammar school. Almost all officials knew German; ten of them
knew two, four officials knew three and two officials (both Russian
emigrants) even four foreign languages. However, the reason why
the salaries of clerks differed was not their education, but previ-
ous experience of working in banks in appropriate jobs. Salaries
of employees with experience of at least two months to 14 years
ranged from 1,500 to 2,500 dinars (in the period from 1924 to 1927),
while beginners received salaries in the amount of 1,000 dinars.

The role of both of these branches in the economic life of the Kingdom
of Serbs, Croats and Slovenes consisted in the fact that they mainly
lent to trade and industrial companies, while crafts and agricul-
ture were completely neglected. Interest rates on approved loans
were lower than with other monetary institutions, because these
branches had significant foreign support, and thus it was eas-
ler to obtain new available funds.™ Precisely because of their for-
eign creditors, the approved loans could not be long-term, but
due to the security of the business, they were exclusively short-
term. In addition to the already mentioned industrial companies in
Slovenia and Croatia, which received loans through the Croatian
branch of Wiener Bankverein, in Serbia such crediting through
the Belgrade branch began only in 1926, when the largest loans

® AJ, 151-1-1, archives considering the establishment and liquidation of Bel-
grade branch of Wiener Bankverein.
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were received by companies: Horovic S. Kornel - stovariste hartije,
Hirth Luis - izvoz zemaljskih proizvoda from Belgrade and the
Braca Berg Company from Vrsac.”* Although it practically con-
trolled the work of Jagodinska banka, Leskovacka banka and
Banka Stara Srbija from Skopje with the approval of large loans,
this bank did not show interest in opening branches in the inte-
rior of Serbia, just as no other foreign bank showed in this period.”

As the overcoming of the “currency confusion” in the Kingdom of
Serbs, Croats and Slovenes, followed by inflation and financial
speculations, lasted until January 1923, when the dinar began to
strengthen, the Belgrade branch recorded a steady increase in sav-
ings deposits. It was not until May 1925, when the dinar settled
on the Zirich Stock Exchange at 9.13 Swiss francs for 100 dinars
that new lending opportunities for Wiener Bankverein in Serbia
opened up. It should be borne in mind that in the same year the
first Yugoslav General Customs Tariff was introduced, according
to which the domestic industry received an average protection of
21-25% on the value of imported factory products. The customs tar-
iff was one of the important conditions for the industrialization of
the country, as well as the duty-free import of industrial plants, tax
relief and the like, which, however, created opportunities for foreign
capital invested in the Kingdom itself, as a “domestic” producer to
use the same protective tariffs to achieve relatively high profits.
How this looked in practice can also be seen through the history
of a classically affiliated banking institution, such as the
Allgemeiner Jugoslawischer Bankverein, especially in the first
years of its existence.

™ AJ,151-41-65: dosies of the loans approved by the Belgrade branch of Wiener
Bankverein 1921 - 1928.

Ibid; V. Rozenberg, J. Kosti¢, Ko finansira jugoslovensku privredu, drzava
- banke - inostrani i domaci kapital u sluzbi privrede, (Beograd: Balkanske
Stampe, 1940), pp.23-25.
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The end of the First World War brought great changes not only
on the political but also the economic and financial scene of the
old Continent. The disappearance of strong financial centers such
as Vienna and Pest enabled, especially in the Balkans, the great
domination of the other two European centers, Paris and Prague.
However, even those old centers have not lost all significance.
Economic and political ties, vast knowledge and experience, as well
as a large number of their banking and economic affiliations in
this area, have made these centers gain the role of an important
financial intermediary. Namely, for large European capital, espe-
cially that which came from Swiss, Belgian, English and Dutch
banks, and which was not directly engaged in the Balkans even
before 1918, intermediation, especially of Viennese banks, was
of great importance. At the same time, for the Viennese banks
themselves, this was a unique opportunity to return to the Balkan
economic scene with the help of international financial capital.
Earlier, they built their positions, using the influence and prestige
of their country, harmonizing business interests with the interests
of the nati-onal economy. After 1918 and the disintegration of
Austro-Hungary, these banks had a lot of problems in the succes-
sor states due to their earlier politics, but they managed to solve
them in a relatively short time. Thus, in the case of the Kingdom,
the old Viennese banks skillfully took advantage of the fact that
the state, due to complex internal political circumstances, was una-
ble to organize a strong enough national banking apparatus that
could successfully cover the growing financial needs of industry,
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transport, trade and agriculture regardless of foreign financial
influence. Taking advantage of this situation, as well as relying
more on foreign than their own capital, the Viennese banks grad-
ually regained their old positions and enabled the penetration of
international capital into the Yugoslav financial market. However,
the great crisis of European banking in the 1930s, will show the
unsustainable conception of “mixed type” banks, which will also
represent the end of the domination of the Austrian-German
banking organization in the Balkans. Each further placement of
large international capital will be based exclusively on its own esti-
mates, while business policy will be characterized by much greater
prudence in work.
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ATTEMPTS TO UNIFY SHAREHOLDER
LEGISLATION AND DRAWING OF THE
BANKING-CREDIT SYSTEM

IN THE KINGDOM OF YUGOSLAVIA

Although in Western and Central Europe, the bank has been an
integral part of the economy for centuries, the idea of creating a
shareholding bank broke through in those same European countries
with great resistance. The long process of economic integration of
Europe on the basis of liberal capitalism, filled with innovations
created by merging scientific, technical and technological deve-
lopment, began only after the end of the so-called French Wars
(1792-1815). Thus, the establishment of shareholding banks was
the 1dea of a highly business-liberal world, so it was basically
primarily political, precisely because it was inseparable from
liberal citizenry and its democratic aspirations. In Great Britain,
it was even prohibited by law for a long time, only to be realized
for the first time in this country a little later (1826). The reason
for such a cautious approach to the problem was clear: the public
at the time, the nobility and the Catholic hierarchy intensively
nurtured hostility towards the so-called ‘associations’ that with
their “capital” tried to become a competition to the centuries-old
domination of land ownership. For small entrepreneurs and tra-
ders, who wanted to maintain the independence of the family
heritage, these new legal entities also posed a kind of threat, because
the shareholding company was based on the principle of division
of capital shares, which also included the division of business
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risk. For an individual owner who would invest all his wealth in a
certain business, eventual bankruptcy could completely ruin it. In
a shareholding company, the capital was sometimes divided into
thousands of small shares and any security or stock could be sold.
In the event of bankruptcy, the shareholders were not liable for
the debts of the company and each participant would lose only the
amount of his share in the capital without the risk that it could
jeopardize the rest of his assets. On the other hand, any share could
be sold on the stock exchange at any time without the company
suffering any consequences.!

This legal corporate structure offered all the advantages to bankers
and large industrial conglomerates. It enabled the mobilization
of capital larger than what a group of wealthy investors could
provide. Although business risk was shared in this way, power and
control of decision-making still remained firmly in the hands of
large shareholders. During the 19 and in the first half of the 20%
century, a strong minority position was often sufficient to maintain
the strategic reins of the company. For shareholding banks, it was
the perfect way to enter the industry, and this new concentration
of capital soon became inevitable in the process of rapidly building
the industry of certain Western European countries.

! More in the establishment of shareholding banks in 19" and the beginning
of 20" century see: International Bibliography of Business History eds.
F. Goodall, T. Gourvish, S. Tolliday (London: Routledge, 1997); Finance
and financiers in European history, 1880-1960, ed. Cassis, Youssef,
(Cambridge University Press, 1992); International Banking 1870-1914,
eds. R. Cameron, V. I. Bovykin, (Oxford University Press, 1992); Handbook
on the History of European Banks, ed. Pohl, Manfred, (Frankfurt am
Main: European Association for Banking History E.V, 1994); 150 Jahre
osterreichische Bankengeschichte im Zentrum Europas, eds. O. Rathkolb et
al. (Wien: Bank Austria Credit-Anstalt, 2005); Finance and Modernization:
A Transnational and Transcontinental Perspective for the Nineteenth and
Twentieth Centuries, eds. G. D. Feldman, P, Hertner, (London: Ashgate
Publishing Ltd, 2008).
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In order for this huge job to be carried out without major financial
shocks, it was necessary for the parliaments and governments of
European countries to set a clear legal framework for the estab-
lishment of shareholding banks, their scope of work and especially
the protection of their investors. The caution in granting approval
for the establishment of new companies and the precautionary
measures for the regularity of the payment of capital had to be
such as to prevent the establishment on a false basis and with
unsound founders. In the following decades of the 19 century, so
much work was done on these laws, that it is often said that it was
the laws and changes in the laws on shareholding companies that
gave the most work to the legislatures in all capitalist countries.”

It is interesting that all the trade laws of the Western European
countries of the 19 century were very similar. This was because
they all came from the French Code de Commerce, which came into
force in 1808. It has been transferred over time to other countries,
either in its entirety or with minor changes. Thus, during the
Napoleonic Empire, French commercial law penetrated Belgium,
the Netherlands, the German regions on the Rhine, Baden, Lux-
embourg, Italy and Poland. Its influence remained in the later
laws that were passed for certain countries. This was especially
the case with the Austrian trade law from 1863, which was valid
at the same time on the territory of the Union of German States,
but also on the territory of Slovenia and Dalmatia. With the
development of the idea of founding shareholding companies and
the need for their legal framework, the Code de Commerce was
supplemented in 1867 with new provisions which were also later
transcribed or imitated in other European countries.?

2 V. Aleksi¢, “Legislative Frameworks Regulating the Operations of Serbian
Shareholding Banks in the second half of the 19th and the first half of the 20th
Century*, Bankarstvo, Vol. 42, no. 6 (2013), Beograd, p.77.

3 M. Zebi¢, Akcijsko pravo Kraljevine Srba, Hrvata i Slovenaca, Komentart
zakona, (Beograd: Komentari zakona, 1928), p.5.
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It is interesting that Hungary, although part of the Austro-Hunga-
rian Monarchy, worked on its own trade law from 1875. Although it
relied heavily on Austrian law, it also borrowed certain regulations
from French and Belgian legislation. It was all the more advanced
than the Austrian one because in its tenth chapter it contained inter
alia provisions on shareholding companies that were established on
its territory (and thus on the territory of Croatia and Vojvodina).
The same commercial law with paragraphs on shareholding compa-
nies and with only minor changes, entered into force in Bosnia and
Herzegovina in 1883. Austrian commercial law was not sufficient
to enable the rapid and successful establishment of shareholding
banks, although in that part it relied on the Imperial Order of 1852.
Therefore, from 1869 to 1873, special approvals were issued for the
establishment of shareholding companies, which in that period were
as much as five times more than in the period between 1830 and
1869. Only for the establishment of new joint-stock banks, 262 con-
cessions were given. However, the business was started with unlim-
ited gullible optimism and on an unrealistic basis, which is why
even a third of the total number of approved companies was never
founded. Of those remaining, more than half went bankrupt or were
liquidated. This collapse of the banks in 1873 gave rise to serious
accusations against the existing legislation and raised the question
“to ensure stronger protection of the benevolent public from cunning
and dishonest people, who in their favor distort the institution of the
shareholding company, sowing ruin and misfortune around them-
selves.™ After several unsuccessful legal projects, only on September
20, 1899, the Action Regulation was passed as a rulebook for the
implementation of the mentioned Imperial Order from 1852. It did
not replace the existing legal provisions, but by filling in many gaps,
they were given a clearer meaning. This Regulation was made on
the basis of extensive material and many years of experience in
the work of shareholding companies, which is why it represented

* Ibid, 9.
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a great progress in the regulations and provisions relating to the
establishment and operation of Austrian shareholding companies.

In the economic history of Serbia, to which the Ottoman economy
left a significant mark, there were no banks at all until the second
half of the 19th century. If we add to that the fact that a strong
banking revolution took place in Western European countries in
parallel with the industrial one, it is clear that the road to the
modernization of the Serbian economy and the development of
banking was very long and difficult. However, in the late 1840s,
for the first time in Serbia, the idea of establishing a monetary
institution that would deal with short-term loans and pledges from
gold and silver to securities, giro accounts as well as bills, bank-
notes and promissory notes emerged. The initial intention was to
create a basis for supporting traders with the collected large sum
(five hundred thousand ducats divided into five thousand shares
worth one hundred dinars), both in times of great lack of money and
in the long run, with loans for regular and extraordinary business.
It would be a bank of collective private, anonymous capital, which
would be organized into a shareholding company. It would consist
of voluntarily gathered investors guided by the interests of direct
earnings, which included business ventures to invest in existing
and future economic projects. According to this idea from 1847,
the bank’s goal was to help the most successful Serbian economic
branch of that time, trade, but for its establishment and successful
and long-lasting work, it was very important that it also helped the
establishment of the bank. Namely, in Serbia, merchants already
formed a social stratum that had financial sources engaged in
businesses that could multiply money and be invested in a bank.
The importance of the growing and increasingly rich trade layer
for the Serbian authorities is shown by the fact that the Trade Law
for the Principality of Serbia was passed on January 26, 1860 with
the approval of “Milos Obrenovi¢ the First Prince of Serbia and
with the consent of the Council and the proposal of the National
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Assembly”, hence three years before Austrian and even fifteen
years before Hungarian commercial law.? Serbian commercial law,
especially in the provisions relating to the establishment and ope-
ration of companies, relied heavily on French commercial law but
also on the Civil Code of the Principality of Serbia from 1844,
whose author was Jovan Hadzi¢. In the creation of the Civil Code,
the Austrian General Civil Code from 1811 had a great influence,
which, again, was modeled on the French Code civil des francais,
created during the reign of Napoleon, in 1804. By passing this
law, Serbia joined the tradition of continental, Roman law. Jovan
Hadzi¢, writing it in the linguistic style spoken in Vojvodina in the
19" century, relied mainly on the Austrian original, but adapted
1t to the circumstances of the then Serbia, 1.e. the then Serbian
customs, supplementing it with elements from the medieval Law.

In fact, at the time of the adoption of the Commercial Law for the
Principality of Serbia, a political atmosphere was slowly being
created that could enable the penetration of new ideas in all areas
of social life. Thus, the founding of the first shareholding bank in
1869 coincided on the domestic scene with the coming to power of
the Liberals and the adoption of a new constitution in the same
year, and abroad with a period of great economic change in the
history of Austria and Germany, known as the Griinderzeit. We
have already mentioned that in that period there was a mass
establishment of shareholding companies, but also a large number
of quasi-international banks - obviously with a purely speculative
goal. Some of them were the responsibility of the Banking House
Erlanger, which invented high-risk bonds, especially for developing

countries. This private bank at the time had its headquarters in
Frankfurt and agencies in Vienna and Paris. In 1869, it founded two

> G. Niketi¢, Trgovatki zakonik i Stecisni postupak Kraljevine Srbije,
(Beograd: Izdanje trgovine Mari¢ica i Jankovica, 1923), p.147.

¢ M. Dordevi¢, ,,Pravni transplanti i Srbijanski gradanski zakonik iz 1844*,
Strani pravni Zivot, no.1, Beograd, 2008, p.73.
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banks at the same time: the Franco-Osterreichische Bank in Vienna
and the Franco-Hungarian Bank in Budapest. These banks had
practically no connection with France, since Baron Frédéric Emile
d’Erlanger moved all his business from Paris to London as early
as 1870. A common feature of these “French” banks was that they
issued bonds of railway and industrial companies.” In the Balkans,
Franco-Hungarian Bank, at the initiative of Zivko Karabiberovié,
the then state banker (government banker) in charge of the coun-
try’s financial transactions with foreign countries, connected with
Serbian merchants and in 1869 founded the Prva srpska banka
(First Serbian Bank) in Belgrade.® However, the provisions of
Serbian commercial lawwere too scarce and insufficient to establish
such complex companies. Due to the attempt to act as a universal
commercial bank, financing even the construction of the railway
near Trieste, as well as due to purely speculative business, it led
to the financial loss of not only its founders and creditors, but also
the state in 1871. Only two years later, due to the same speculations
with the bonds of railway and industrial companies, Franco-
Osterreichische Bank and Franco-Hungarian Bank were forced to
liquidate.’

That the collapse of the First Serbian Bank was an important
financial experience for the young Serbian state is also shown by
the fact that in 1871, during the founding of the first share-
holding banks with domestic capital (Beogradski kreditni zavod,

7 International Banking 1870-1914, p.329

8 Since 1833, banking services for the Serbian government have been per-
formed both inside and outside the country by state bankers or “government
bankers” appointed by the most important Belgrade merchants, see: J. R.
Lampe, Balkan Economic History, 1550-1950: From Imperial Borderlands
to Developing Nations (Indiana Unoversity Press, 1982), p.128; M. Kostic,
Uspon Beograda I, Poslovi i dani trgovaca, privrednika i bankara u
Beogradu XIX i XX veka, book I (Beograd: Istorijski arhiv Beograda, 1994),
p.133, p.180

? International Banking 1870-1914, p.329
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Smederevska kreditna banka and PoZarevacka banka), it decided
to pass special regulations that would specify more clearly their
activities, as well as rights and obligations. Namely, several
paragraphs of the Serbian Commercial Law that referred to the
establishment of shareholding companies (§31-38, §41 and §44)
did not state any sanctions against the founders due to negligent
business. Therefore, in the Decree on the operations of these banks,
passed on September 24, 1871, the first article emphasized that
“false making as well as imitation of any kind of documents issued
by the mentioned institutions will be punished with those penalties,
which are determined to be false making or imitating public
documents”.!’ In the following years, i.e. until the founding of the
Privileged National Bank in 1884, in addition to these three, only
four other, mostly local banks, were established in Serbia under the
existing commercial law, with a total founding capital of modest
3.2 million dinars.!

The right conditions for the issuance and trade of securities were
created only with the establishment of the Privileged National
Bank of the Kingdom of Serbia in 1884, which especially encouraged
the development of trade and more dynamic development of other
industries. Its establishment was a great turning point, but also a
great impetus in the development of Serbian banking. Significantly
increased funds created the conditions for more dynamic credit
operations, which is why in the period from 1884 to 1896, as many
as 62 banks were established. The modest paragraphs on the
“nameless companies” of the Commercial Law for the Principality of
Serbia from 1860 could no longer satisfy the growing need for legal
regulation of the work of shareholding companies in Serbia. But as
the 1890s were marked by a great struggle between the personal

1" M. Zebi¢, Zakoni i raspisi o akcionarskim drustvima s uputstvima i objasn-
jenjima: Trgovacki i mjenbeni zakon o drustvu dionicarskom i Trgovacki
zakon za Bosnu i Hercegovinu (Beograd, 1925), p.173.

V. Aleksic, “Legislative Frameworks Regulating”, pp.76-95.
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power of the monarch (King Milan Obrenovic) and the party power
of the People’s Radical Party, the eventual modernization of Serbian
economic laws depended on the outcome of this struggle. Thus,
only after the arrival of Nikola Pasi¢ as Prime Minister in 1889,
and his takeover of two key ministries (Ministry of Finance and
Ministry of Foreign Affairs), conditions were created for the long-
prepared Law on Shareholding Companies to finally see the light of
day, on December 10, 1896.! The creators of this law found special
inspiration in the provisions on shareholding companies of the
Hungarian Commercial Law from 1875, as well as the amendments
to the French Commercial Law from 1867. But according to one of
the greatest experts on the shareholding law between the two world
wars, Milorad Zebic¢, Serbian law was more complete and modern
than Hungarian and Austrian commercial laws when it comes
to provisions on convening, constituting shareholders’ meetings,
their quorum and competence, which in fact did not have precise
provisions on shareholders’ words at all. “In general, the law from
1896 1s more extensive than other laws that are valid on our terri-
tory (Kingdom of Yugoslavia). It contains 104 articles... the com-
mercial law for Bosnia and Herzegovina has 93 paragraphs, and
the one for Croatia 76 paragraphs.”® At the same time, certain
borrowings from French law have not been successful enough;
Serbian law was also criticized for having many regulations and
orders and too few sanctions, which put them in danger of being
left without action.

During the next two years from the entry into force of the Law
on Shareholding Companies of the Kingdom of Serbia, it became
clear that some of its paragraphs should be clarified in more detail
and some should be abolished. Thus, the Law of November 17,

2°V. Aleksi¢, ,,Belgrade Cooperative and its role in the Economic Development
of Serbia from the late 19th to the early 20th Century“, Bankarstvo, Vol. 41,
no. 6 (2012), Beograd, p.116.

13 Zebic, Milorad, Akcijsko pravo, p.7.
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1898 abolished two disputable articles (7 and 55), which at one
time provoked a great debate in the National Assembly. Article
7 of the Law provided that foreign nationals could participate in
the establishment of a shareholding company, but so that there
could not be more than a quarter of the total number of founders.
This actually meant that Serbia did not allow the establishment
of shareholding companies with majority foreign capital on its ter-
ritory. Sima Lozani¢, the then Minister of National Economy and
an academic, appealed to the deputies of the National Assembly to
repeal this article of the Law, explaining that “foreign capitalists
will not allow anyone else to manage their affairs. That provision
really proved to be inconvenient, because as soon as this Law came
into force, many shareholding companies that could improve some
of our economic branches, were not even constituted.”'* After the
proposal on the abolition of this article was adopted, it was left to
the Minister of National Economy to make his own assessment of
how many foreign citizens could be among the founders.

While the repeal of Article 7 paved the way for the smooth entry
of foreign capital into Serbia, the repeal of Article 55 would prove
disastrous for many shareholding companies. Namely, this article
of the Law on Shareholding Companies of the Kingdom of Serbia
forbade members of the management and supervisory board, as well
as employees, to take a loan from their own banking institution.
Minister Lozani¢ as well as former radical leader Pera Todorovic
persistently tried to prove that the abolition of this article would
be very dangerous and would put small investors in an unequal
position, who need credit far more and who would find it much
harder if richer people from administrations kept larger loan
amounts for themselves. However, the radical majority considered
that the banks’ managements were “the first people in terms of
property and character, so when they are excluded, then there is

" Ibid, p.22.
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no one to guarantee the institution™?, which is why they voted
to abolish this article, which was fatal for many shareholding
companies in Serbia. In fact, this enabled the false payment of
capital, given that the members of the management and super-
visory boards opened current accounts for themselves at the
same time as the bank was established. As many in Serbia tried
to get cheap loans from the National Bank, they would establish
companies with only a small amount of capital, which increased
the general distrust towards shareholding companies. In the
period from the enactment of this law until the beginning of the
First World War, 270 shareholding companies were established
in Serbia, of which 229 were banks and only 41 were commercial,
industrial and insurance companies. It is clear that even the sys-
tem of prior approval of the Minister of National Economy, which
was prescribed by the Law on Shareholding Companies, did not
affect the establishment of such a large number of new banks.
Until 1914, the founding capital was required to be at least 500
thousand dinars for banks in Belgrade, 200 thousand dinars in
other cities in the interior and 100 thousand dinars for banks in
towns. It had to be paid no later than two years from the founding
of the company. It is obvious that the state, in an effort to catch
up with the more economically developed neighboring countries,
easily approved the establishment of shareholding companies,
which is why many provisions of this excellent law remained “dead
letter” until the establishment of the Kingdom of Serbs, Croats and
Slovenes.!

After the end of the First World War and the founding of the King-
dom of Serbs, Croats and Slovenes, the problem of legal regulation
of the work of monetary-crediting institutions arose. These insti-
tutions, which were the most diverse in terms of their organiza-
tion, were not then subject to any legal regulations regarding their

5 Ibid, p.81.
1 V. Aleksi¢, “Legislative Frameworks Regulating”, pp.76-95.
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operations on the money market. After 1922, only the concession
system of establishment was valid, in terms of credit institutions as
well as in the form of shareholders, while the freedom of business
remained. This situation around 1926 led to the collapse of some
banks, and threatened to endanger the entire banking system in
the country. In order to prevent that from happening, the Ministry
of Trade and Industry of the Kingdom, being in charge of mone-
tary-crediting operations of the banks, tried to take measures to
pass a special Law on banks, which would legally regulate their
work.!”

In Yugoslavia, between the two world wars, there were about 1360
banking institutions, of which as many as 446 savings banks. Out
of the total number, about 775 banking institutes were established
before the First World War, on the then territories of the Kingdom of
Serbia, the Kingdom of Montenegro, as well as in the South Slavic
provinces of the Austro-Hungarian Monarchy. All large banks were
located mainly in Zagreb, Belgrade and Ljubljana.'®

The Yugoslav banking system in this period consisted of:
1. The National Bank, as the money-issuing institution
2. Shareholding banks of mixed type
3. Public savings banks
4. Two state banks and
5. One semi-state bank.
Integral parts of the banking system were:

1. Micro business banks and
2. Cooperative credit institutions.'

7 AJ, 65-997-1852.

B AJ, 65-1061-1069; Jugoslovenski kompas for 1920-21; Adresar Kraljevine
SHS for 1928; Privredni adresar Kraljevine Jugoslavije for 1934-1935;
Compass finanzielles Jahrbuch, Kroatien-Serbien, Wien, 1942. 1944.

! Ttis interesting that in the official statistics there is no mention of Privilegovana
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The National Bank was really and formally a continuation of the
National Bank of the Kingdom of Serbia, of course with a fairly
expanded area of activity and with an increased scope of work. It is
interesting that the western parts of the country did not consider
the National Bank as their monetary institution during almost the
entire duration of the Kingdom of Yugoslavia, emphasizing the
favoring of Serbian regions in granting loans, consciously neglecting
the active participation, primarily of Serbian capital in increasing
its capital after the First World War.2® Although the original idea
was to increase the share capital, primarily with money from new
regions, it did not happen. The economic reasons certainly lie in the
fact that the monetary unification intensified the dissatisfaction of
the crown territories and caused distrust in the issuing institution
as an exponent of state policy. Thus, the ownership of the shares
made a far-reaching influence on further operations of the Bank,
which, in addition to the currency-political tasks that the state

agrarna banka which was a shareholding bank but was founded by the state,
see: A. Tasic, “Jugoslovensko bankarstvo izmedu dva rata”, Glas CCCLXVI
Srpske akademije nauka i umetnosti, Odeljenje drustvenih nauka, Beograd,

book 26 (1992), 155.

2 Territorial allocation of subscribed shares:

Beograd 416 29.462 Subotica 7 70
Nis 18 200 Pancevo 21 99
Skoplje 5 31 Zemun 12 62
Zagreb 33 5.970 Zrenjanin 2 20
Ljubljana 47 2.251 Varazdin 5 15
Maribor 5 66 Vrsac 10 60
Sarajevo 54 861 Mostar 4 31
Banja Luka 64 280 Osijek 10 210
Novi Sad 12 312 Total 725 40.000

Source: Jerkovie, Sonja, Narodna banka Kraljevina Srba, Hrvata i Slovenaca/
Jugoslavije 1918-1931. godine, (PhD Dissertation), University of Belgrade,
Faculty of Philosophy, 2018, p.108.
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transferred to it, remained the main organizer and regulator of the
short-term loans in the country. The scope of work of the National
Bank was precisely determined by the Law and the Statutes:

1. Discount and re-discount of bills of exchange with at least
two secure signatures and for a period not exceeding three
months;

2. Purchase and sale of gold and silver;

3. Granting loans on collateral: gold, silver and government
bonds;

4. Issuing short-term money orders for deposited amounts in
gold or in banknotes for the purpose of payment of customs
duties or other state payments;

5. Receipt of money and other valuables for safekeeping;

6. Opening current accounts and on that basis issuing checks,
money orders or letter of credit;

7. Opening a giro account;
8. Making payments and collections with prior coverage;

9. Performing the service related to the registration of loans
for the account of the state and municipalities, as well as
industrial and commercial enterprises;

10. Granting loans on the pledge of bonds of the Association of
Agricultural Cooperatives and re-discount of bills of exchange
of the Association of Craft Cooperatives;

11. Taking care of emigrant foreign exchange;
12. Free performance of the duties of the state treasurer.
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Most of the listed banking operations were regulated in more
detail by separate regulations, so the Bank’s operations could be
conditionally divided into those from which it earned money and
those performed for the state.?!

Shareholding banks were an almost exclusive form in which Yugoslav
private banks existed. When we talk about the private banking of
the Kingdom of Yugoslavia, we always mean share-holding banks,
because they represented the majority of the monetary crediting
system in the country, being almost exclusively the direct creditor
of economic activity. During the entire existence of the Kingdom,
no general Law on shareholding companies was passed. Therefore,
in the territory of Serbia, the already mentioned Law on Sharehol-
ding Companies of the Kingdom of Serbia from 1896 was valid
(with the changes from 1898), which has been extended to the
territory of Montenegro in 1922.2> We have seen that the Austrian
trade law from 1863 was valid on the territory of Slovenia and
Dalmatia; the Hungarian law from 1875 was valid on the territory
of Croatia and Vojvodina, and with minor modifications in Bosnia
and Herzegovina from 1883.2 However, due to the possible danger
of excessive independence of shareholding companies on the men-
tioned territories, but also the possible confusion that would
arise in the application of these laws, the Ministerial Council of
the Kingdom of Serbs, Croats and Slovenes passed a decision in
November 1919 that all shareholding companies which start or
expand their activities to the entire territory of the state, must

2 Ibid, p.115.

22 Sluzbene novine Kraljevine SHS, (Official Gazette of the Kingdom of SCS),
no.105, 15 May 1922, Zakon o prosirenju vaznosti Zakona o akcionarskim
drustvima u Kraljevini Srbiji, na teritoriju Crne Gore/ Law on Extending the
Validity of the Law on Shareholding Companies in the Kingdom of Serbia, on
the Territory of Montenegro.

2 M. Zebi¢, Zakoni i raspist, pp.73-124.

99



100

FROM AFFILIATION TO NAZIFICATION

have the approval of the Ministry of Trade and Industry.?* This
Ministry also gave special approvals in cases when shareholding

companies that were the affiliations of foreign companies or banks
had been established.?

At the beginning of the economic life of Yugoslavia before the Se-
cond World War, the banking of Serbia and Montenegro was inferior
to the banking on the territories of former Austro-Hungary. It
suffered the most in the First World War, which is why in 1919
the ratio of banks placed on the territories of formed Dual
Monarchy to that on the territories of Serbia and Montenegro
was 92.31% to 6.69%. As we have explained, Serbia abounded in
small local banking institutions founded by merchants or money
changers, mostly former creditors of the peasantry (then the largest
part of the population), who saw banking as an excellent source of
income. This was precisely the reason for the low professional
level of small provincial banks. In the northwestern parts of the
country, the pre-World War I influence of the Viennese and Pest
headquarters on local banks remained quite strong even when
these territories became part of the new Yugoslav state. Thus,
at that time, the share of Austrian and Hungarian banks in
Yugoslav banks was: in Croatia and Slavonia 40%, in Slovenia
20%, in Vojvodina 43% and in Bosnia and Herzegovina 35%. This
dispersion of the banking system, among other things, affected
the excessively high-interest rate on the Yugoslav market, which
was a significant problem throughout the interwar period. In an
effort to bring down the market interest rate (which, for example,
reached as much as 30% in 1922), the National Bank took
measures to merge small banks by determining the minimum

' Sluzbene novine Kraljevine SHS, (Official Gazeite of the Kingdom of SCY),
no.161, 13 December 1919.

» F. Kohn, Trgovacki i pravni leksikon, (Osijek: Tisak Gradanske tiskare,
1937), p.16.
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amount of capital that those banks had to have in order to be able
to use her loans.?® This action did not give any important results,
but still by 1930, there was a certain concentration in banking
(thus, in the period from 1927 to 1935, twenty cases of mergers of
banking institutions were recorded). The dispersion of the banking
system was especially present in Serbia and even in Belgrade
itself, and least in parts of the former Austro-Hungarian
Monarchy. The exception here was Vojvodina, which inherited
some bad features of Hungarian provincial banking, suffering
from the hypertrophy of small and weak banking institutions that
prevented the concentration of capital. This was one of the key
reasons why, until the late 1920s, it was not possible to talk about
Yugoslav banking.”

The establishment of banks had the greatest momentum in 1922 in
the midst of the inflationary period and the general effort to nationa-
lize business enterprises - primarily banks. At that time, the existing
financial institutions were expanded. Due to inflation, in the period
from 1920 to 1923, the stock exchanges worked intensively with the
shares of economic, especially banking institutions. The prospects
for profit were very high, so the share capital of banks grew, from
829.8 million dinars in 1921, it increased to 1,919 million dinars by
1924. The aspirations for the industrialization of the country also
contributed to this development. Only the collapse of some banks
in 1926 stopped the further establishment of new banks, and since
then the period of decline in the number of shareholding banks in
the Kingdom had actually begun. 2

% V. Aleksi¢, “Uloga i znataj stranog kapitala u industrijalizaciji predratne
Srbije*, Deindustrijalizacija u Srbiji: mogucnost revitalizacije industrijskog
sektora, ed. Bozo Draskovie (Beograd: Institut ekonomskih nauka, 2014),
p-163.

*7 Ibid.
% D. Mili¢, “Privredni polozaj Srbije po zavrsetku ratnih operacija”, Srbija
na kraju prvog svetskog rata — Zbornik radova Istorijski institut SANU,
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It 1s a very interesting fact that the introduction of the system of
prior approval, which already existed in some parts of the country
even before unification, was of very important national interest
in terms of protecting the development of the domestic economy.
Namely, immediately after the end of the war in Croatia and Voj-
vodina (where there was no system of prior approval), a huge num-
ber of foreign companies appeared that organized their business
through the establishment of small domestic shareholding compa-
nies with a minimum founding capital of only 25 or 30 thousand
dinars. These were in fact camouflaged foreign branches which,
dealing exclusively with the sale of foreign goods, endangered the
work of many domestic and reputable companies. Therefore, the
system of prior approval was the first successful endeavor in the
harmonization of state legislation on shareholding companies.?
However, the next planned stages of this great and important
process would not be carried out easily or quickly.

The first new change would occur only in 1930, with the adoption of
the Law on Amendments to the Law on Shareholding Companies of
December 10, 1896, and it will be related to equalization in terms
of shareholders’ voting rights.?” The provisions on shareholding
companies of all Austro-Hungarian commercial laws stated that
each share gave the right to one vote and that there were no
restrictions on the number of votes. In Serbia and Montenegro,
according to Articles 65 and 66 of the Law on Shareholding Com-
panies, three shares gave one vote, with no shareholder being able
to have more than ten votes, regardless of the number of shares.
Viewed in the spirit of the time when this law was created, the

Beograd, 1990, 55; Industrijska komora u Beogradu: Izvestaj o radu 1914-
1920, Beograd 1920, p.9.
# V. Aleksi¢, “Legislative Frameworks Regulating”, pp.76-95.

% Sluzbene novine KJ, (Official Gazetie of the Kingdom of KY), no. 29 -X, 07
February 1930
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provisions had their important economic and political purpose.
In this way, the interests of small shareholders were primarily
protected, because the provisions made it impossible for the share-
holding company to be reduced to a mere formality in which the
interests of large shareholders would dominate; also, the compa-
nies were forced to have a larger number of shareholders whose
control function was much more serious in that sense, and thus the
business data were more transparent. However, even in the time of
the Kingdom of Serbia, large shareholders were “constantly forced
to adjust the schedule of their shares by introducing fictitious
shareholders, in order to gain appropriate influence through their
participation in the social capital.”® Thus, the public falsification of
the will of the shareholders was performed, although according to
the Law on Shareholding Companies, Article 65 prescribed that if
such irregularities were established, the work of the shareholders’
assembly could be annulled, the damaged shareholders could file
a criminal lawsuit. This type of forgery could be punished by im-
prisonment for up to 5 years and fines could be of up to 10 thou-
sand dinars. However, according to the claim of the prestigious
Interwar economic magazine Narodno blagostanje, “in our country
it was taken for granted, so much so that life had overgrown this
unreasonable regulation and made it obsolete and impossible and
an obstacle to development. But even that had its disconfort and
often distanced scrupulous people from shareholding companies.”
However, Articles 65 and 66 of the Law were at the same time
very problematic for the entry of foreign capital into Serbian sha-
reholding companies. Foreign representatives could not and did
not want to deal with “arrangements so as not to be overwhelmed
by a small minority.” Therefore, they asked for 100% of shares in
one company, otherwise they did not want to enter. “That is how

31 Narodno blagostanje, Zakon o izmeni zakona o akcionarskim drustvima
od 10. decembra 1896, no. 6, Beograd/ Law on Amendments to the Law on
Shareholding Companies of December 10, 1896, 08 February 1929
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the cooperation of foreign capital with ours was prevented.”** The
problem became even more obvious with the establishment of a
new, spacious state in which foreign capitalists, in order to avoid
such legal regulations, established their shareholding companies
in Zagreb instead of in Belgrade. After many years of appeals by
some Serbian economists and businessmen to change the menti-
oned provisions of the Law on Shareholding Companies, that was
finally done in 1930. In this way, two major and important inno-
vations were adopted, the first of which was that each share-
holder had rights and influence on the course, work and life of the
shareholding company, in proportion to their participation in the
share capital, while the second was that each shareholder could
represent multiple shareholders. Also, that was another important
step towards the harmonization of legislation on shareholding
companies in the Kingdom of Yugoslavia.®

Encouraged by this new undertaking in harmonizing the state
legislation on shareholding companies, the Ministry of Trade and
Industry of the Kingdom, which was in charge of banking and cre-
dit operations of banking institutions in the country, took measures
to enact a special law on banks in order to regulate legally their
operations. However, due to the great crisis of Yugoslav banking
from 1931, as a consequence of the severe credit crisis that pre-
vailed in Germany and Austria at that time, such a law was never
passed. Instead, the Decree on the Protection of Banking Institu-
tions and Their Creditors and the Decree on the Protection of
Credit Unions and their Associations, both passed on November
22, 1933, followed.** A year later, they were replaced by new
regulations, and their goal was to rehabilitate and finally regulate

2 Ihid.
3 V. Aleksi¢,“Legislative Frameworks Regulating”, pp.76-95.

3 Sluzbene novine KJ, (Official Gazette of the Kingdom of KY), no. 278-LXXXII,
4 December 1933.
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the otherwise difficult conditions in banking, especially in the area
of agricultural credit.®

When it comes to the insurance companies in the Kingdom of Yugo-
slavia, there were a total of 31 of them, of which as many as 19
with the participation of foreign capital. Out of that, there were 13
branches, while for the other 6 companies it was characteristic that
the majority packages of shares were in the hands of representatives
of foreign countries. In shareholding companies of this type, foreig-
ners were reluctant to mobilize domestic capital because the divi-
dends were so high that foreign capital did not want to share them,
as well as because such companies mobilized domestic capital per-
formed in another way, by charging the premiums themselves.*

Public savings banks (municipal, city and regional) existed for the
most part in the Northwest of the country, as well as in Dalmatia,
but since the 1930s they have also been established in increasing
numbers in other parts of the country. They functioned as purely
depository institutions. Until 1938, their origin and activities were
based on various legal regulations. In the so-called Austrian part of
the former Austro-Hungary, a special Law from 1844 was in force,
according to which savings banks could be established with the
guarantee of municipalities or charitable societies. In Croatia and
Vojvodina, savings banks were established on the basis of the Law
on the Organization of Municipalities as well as the Hungarian-
Croatian Commercial Law. Savings banks were also established on
the basis of municipal statutes, i.e., on the basis of legal regulations
on municipalities. With the legalization of the Decree on Municipal
Savings Banks in 1938, the same regime ruled in relation to all
savings banks.*

% Ibid, no. 272-1.XXI, 24. 11. 1934.

% S. Dimitrijevi¢, Strani kapital u privredi bivse Jugoslavije, (Beograd: Nolit,

1952), pp.27 - 34.
5T A. Tasie, ibid, pp.148-151.
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Of the two state-owned banks that existed in the interwar period,
one was the State Mortgage Bank, as the main holder of a mortgage
loan in the country, and the other, the Postal Savings Bank, as
the main organizer of postal check turnover, but also a collector
of national savings. Due to the banking and credit crisis in the
country, starting from 1931, state banking institutions became very
important, considering that the mentioned banking crisis passed
them by. While private banks, and to a lesser extent credit unions
and savings banks, fell into crisis, a large part of the deposits
withdrawn from such banks were placed with state-owned banks,
which permanently stabilized their position.?®

In the Kingdom, until 1929, the state tried to respond to the gro-
wing credit needs of farmers from the budget and through the
Directorate for Agricultural Credit. However, that year, the Council
of Ministers made a decision on the establishment of the Privileged
Agrarian Bank, as a shareholding company in mixed ownership,
with the aim of providing favorable loans and “easing the heavy
obligations of the peasants.” It was about state interventionism
In agriculture against the growing agrarian crisis, which enabled
farmers to refinance with mortgage loans the debts they had
accumulated with shareholding banks and private individuals.*

There are almost no official statistics on micro business banks.
They represented more exchange offices than credit bureaus, so
they never had any greater significance for the Yugoslav economy.
When it comes to founding cooperatives, they developed very
successfully in the Kingdom between the two World Wars, as
evidenced by the then comparisons of the number of cooperatives
with the number of inhabitants, according to which every fourteenth

% Ibid; S. Dimitrijevic, ibid, 1958, p.25.

¥ D. Gnjatovic, Privilegovana agrarna banka, Prilog istoriji poljoprivred-
nog kredita Srbije 1836-1947 (Beograd: UdruZzenje banaka Srbije, 2013),
pp-100-112.
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Yugoslav was a cooperative. Until 1937, there were numerous
laws on cooperatives that were applied only in a certain part of
the territory, or they referred to some special types of cooperatives.
Unification in both senses was achieved by the Law on Business
Cooperatives, which also included credit cooperatives.’ Local and
regional cooperatives used the loan from the state, i.e., from the
Directorate for Agricultural Credit, while other credit cooperatives
were under the auspices of the so-called free cooperation, which did
not benefit from state aid. The total number of credit cooperatives
reached 4,615 between the two World Wars.*!

Yugoslav economic experts between the two World Wars calculated
that for every twenty thousand inhabitants of the Kingdom, there
was one bank.* This information obviously did not mean much
to the Yugoslav state legislators, especially if we keep in mind
that, during the slightly more than twenty years of the Kingdom
of Yugoslavia’s existence, neither a single law on shareholding
companies nor a law on banking institutions of the Kingdom of
Yugoslavia was passed. Frequent changes of government, as well
as political and party skirmishes, certainly made the possibilities
of accelerated economic and social progress and the design of
development almost impossible. This inevitably leads to the
conclusion that the state, without clearly defined legal regulations
related to the placement, especially of foreign financial capital,
could not expect the general economic prosperity of the country,
without becoming a victim in the economic and then in the politi-
cal sense of those legal deficiencies.

0 Sluzbene novine KJ, (Official Gazette of the Kingdom of KY), no. 217-LXII,
24. November 1937

V. Rozenberg, “Bankarstvo u Jugoslaviji, Sistem jugoslovenih kreditnih
ustanova”, Dvadeset godina kulturnog i privrednog razvitka Kraljevine
Jugoslavije (Beograd, 1938), pp.103-111.

2 A. Tasié¢, ibid, p.153.
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NEW BANKING AFFILIATION
ON YUGOSLAV ECONOMIC SCENE

Wiener Bankverein took full advantage of the period from 1921 to
1928 to learn about all the advantages and disadvantages of a new
economic area, formed by the creation of the Kingdom of Serbs,
Croats, and Slovenes, skillfully exploiting all the weaknesses
caused by the fact that no government succeeded until 1929 to
create an economic and financial program, for the realization of
which support and sources of income would be provided. In a coun-
try where the Parliament was more concerned with politics than
the socio-economic development, where governments often fell
and ministers changed, foreign industrial and financial capital had
great potential to intervene, connect with the state leadership and
party leaders, and all together to provide for itself firm control
over the economic life of the Kingdom.

Political and party upheavals, which often led to changes in
governments, inevitably influenced the fact that there was almost
no talk of the possibilities for faster economic and social progress
and the design of the development. Inflation, lack of funds to
meet the material needs of the state or ways to overcome different
economic bases were not discussed at all because those who were
supposed to decide and implement economic policy spent most of
their time accusing each other and very often labeling the work
of their predecessors as wrong or full of machinations. Thus, until
1929, both the Parliament and political parties paid little attention
to the economy. In conditions when the priority task was to build
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a new state and its institutions, economic programs were not even
discussed, and the concepts of modernization, industrialization, and
urbanization, in general, were not even developed in this period.
It is an interesting fact that there were no economic experts in the
Parliament itself, and in the programs of the most massive parties
in Serbia - the Democratic and People’s Radical Party, there were
not many indications of the country’s economic development. In
contrast, the most influential party in Slovenia - the Slovene Peop-
le’s Party and in Croatia - the Croatian Peasant Party, paid far
more attention to economic problems (agrarian policy, coopera-
tives, production credit). *

The ruling nomenclatures often pursued a policy that was in great
conflict with the interests and desires of business, and especially
financial-industrial circles. Government policies have affected cer-
tain members of the Serbian business elite in close ties to the
ruling Radical Party. This claim could be supported by the provi-
sions of the Vidovdan Constitution and the constitutional drafts of
the opposition. Namely, all editions of the Constitution made by
Serbian politicians Nikola Pasi¢, Stojan Proti¢ and Milenko Vesni¢
were based on the Serbian Constitution from 1903. Unlike their
centralist view, the draft of the Yugoslav Club was inspired by the
idea that the era of military and bureaucratic states was over and
that the state must gradually turn into an economic and cultural
community. The businessmen themselves were dissatisfied with
this policy of not dealing with economic issues, especially because
the state ignored their professional potentials and their need
to take a more active part in the renewal and planning of the
country’s economic development. *

 B. Petranovi¢, ,,Modernizacija u uslovima nacionalno nestabilnog drustva
(jugoslovensko i srpsko iskustvo)®, Srbija u modernizacijskim procesima
XX veka, conference proceeding (Beograd: Institut za noviju istoriju Srbije

1994), p.23.
#§. Jovanovit, Politi¢ke i pravne rasprave I-I11, (Beograd: Bigz, 1990), p.423.

109



110

FROM AFFILIATION TO NAZIFICATION

Data from the budget of the Kingdom of Serbs, Croats and Slovenes
are perhaps the best evidence of how much the state did not have
a clear strategy for economic development. The peculiarity of all
budgets until 1924/1925 was a permanent deficit caused by large
expenditures planned for unproductive purposes. Maintaining a
massive military cadre due to unresolved border issues seemed to
be the biggest benefit for the military ministry. The reduction of
the military staff was proposed by many parties in the Parliament,
but due to the views of King Alexander Karadordevi¢ himself, it
was not a problem that was solved. The first budgets without a
deficit were realized only from 1924/1925 when the value of the
dinar stabilized, but still the largest benefits went to the mini-
stries of army, transport and finance. The state obviously paid the
most attention to the segments of society that were the basis of
its power - the ruler, the army and officials.®

* Projected Budget Expenditures for Yugoslavia - Budget Years 1922/23 and 1924/25
(Mil. of Dinars):

1922/1923 1924/1925
Superior State Admin 862.7 1,335.5
Justice 193.1 231.4
Education 461.0 579.3
Religion 72.6 105.2
Interior Affairs 340.5 496.3
Health 185.4 288.0
Foreign Affairs 57.9 183.0
Finance 1,065.6 1,481.4
Army and Navy 1,127.8 1,956.0
Construction 190.5 396.8
Transport 1,234.1 1,782.5
Post and Telegraph 264.6 364.6
Agriculture & Water 117.7 214.6
Conmerce and Industry 42.4 80.2
Social Policy 373.2 359.2
Agrarian Reform 57.7 92.6
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When it comes to the policy towards banks and shareholding com-
panies, nothing has changed here either. The Ministry of Trade
and Industry of the Kingdom of Serbs, Croats and Slovenes issued
special approvals in cases where a shareholding company had been
established as an affiliation of a foreign company or bank, or, when
among the founders there were foreign nationals.’® On the other
hand, the Ministry of Finance did not pursue any particular fiscal
policy towards foreign capital placed in the Yugoslav economy, nor
towards the capital that was invested in the country in the form
of affiliates or branches.*” The legal regulations on shareholding
companies on the territory of the Kingdom had provisions that
referred to the branches of foreign shareholding companies, while
there were no provisions regarding participation of foreign capital
in domestic companies, 1.e., those established according to Yugoslav
laws.*

Yugoslav policymakers, however, tried in the 1920s to take various
measures to tear the economy of the newly established state away
from too much foreign influence. It was not so much a matter of
putting domestic capital in the position held until then by the
capital of Vienna and Budapest, since there was no domestic capital

Constit. Assembly 0.5 0.4
Budget Reserve Credits 81.0 120.0
Total 6,934.5 10,404.9

Sorce: A. Fogelquist, Politics and Economic Policy in Yugoslavia 1918-1929,
(PhD Dissertation), University of California, Los Angeles, 1990, p.510.

¥ F. Kohn, Trgovacki i pravni leksikon, p.16.

V. Rozenberg, Inostrani kapital u jugoslovenskoj privredi. U bankarstvu,
industriji, trgovini, transportu, osiguranju i ostalim granama privredne
delatnosti, (Beograd: Balkanske Stampe, 1937), p.29.

® M. Zebit, Zakoni i raspisi..: see articles 91 — 97 of the Law on the sharehold-
ing companies od the Kingdom of Serbia with the changes form 1896, articles
210 - 217 of the Trade Law for Croatia and Slavonia as well as articles 210 -
217 of the Trade Law for Vojvodina.
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of these proportions, but the achievement of control over the foreign
affiliates, which, due to the fact that their centers were abroad,
easily escaped that control. However, the lack of sufficient accu-
mulation of domestic capital, as well as the inability of the then
ruling circles to, due to increasingly complicated political circum-
stances, create with more energy the economic policy, led to the fact
that foreign centers resorted to transforming their branches into
independent “Yugoslav” banks. Foreign citizens thus became the
owners of newly established banks.*

With this in mind, the Wiener Bankverein’s management began to
consider the possibility of establishing a “domestic” bank in the mid-
1920s, either through the merger with one of the more solid Bel-
grade banks or through the transformation of the Zagreb and Bel-
grade banks. Under the laws in force at the time, it was necessary
for a number of shares to be in the hands of Yugoslav citizens
(usually 50% to 55%), who at the same time they had to make up
at least half of the total number of board members. Namely, until
1930, on the territory of Serbia and Montenegro, on the basis of
Articles 65 and 66 of the Law on Shareholding Companies, three
shares gave one vote, with no shareholder being able to have
more than ten votes, regardless of the number shares (in the pro-
visions on shareholding companies of all Austro-Hungarian com-
mercial laws, it was stated that each share gave the right to one
vote and that there were no restrictions on the number of votes).*
Viewed in the spirit of the time when the law was created, these

¥ S. Dimitrijevi¢, Vladavina stranog kapitala u bivsoj Jugoslaviji, (Beograd,
Prosveta, 1958), 1958, pp.2-11; ibid, Privredni razvitak Jugoslavije od 1918
- 1941, (Beograd: Visoka $kola politickih nauka, 1962), p.42; Elaborat o bri-
tanskom kapitalu u Jugoslaviji 1918 - 1941, njegova ekonomska, politicka i
obavestajna uloga, (Beograd: Institut za istorijska pitanja, Uprava za kordi-
naciju rada nauc¢nih instituta, 1951), pp.1-18.

%0 M. Zebi¢, Zakoniiraspisi.., see: Law on Shareholding Companies of December

10, 1896, with the changes from 1898
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provisions had their important economic and political purpose. In
that way, the interests of small shareholders were primarily
protected, because the provisions made it impossible for the share-
holding company to be reduced to a mere formality in which the
interests of large shareholders would dominate; also, the compa-
nies were forced to have a larger number of shareholders whose
control function was much more serious in that sense, and thus
the business data were more transparent.

It has already been said that this Law was quite problematic
for the entry of foreign capital into Serbian shareholding
companies. In order not to be outvoted by minority shareholders,
foreign representatives sought to own 100% of the shares in one
company or refused to participate in it at all, which made it quite
difficult for foreign capital to cooperate with domestic ones. With
the establishment of the new state, the situation became even
more compli-cated because foreign capitalists, in order to avoid
these legal regulations, established shareholding companies much
more often in Zagreb. After many years of appeals by some Serbian
economists and businessmen to change the mentioned provisions
of the Law on Shareholding Companies, that was finally done in
1930.5! In this way, two major and important innovations were
adopted, the first of which was that each shareholder could have
rights and influ-ence on the course, work and life of the shareholding
company in proportion to his participation in the share capital,
while the second was that each shareholder could represent more
shareholders. Also, this was another important step towards the
harmonization of legislation on shareholding companies in the
Kingdom of Yugoslavia.

5! Zakon o izmenama Zakona o akcionarskim drustvima od 10. decembra 1896.
godine/ Law on Amendments to the Law on Shareholding Companies of
December 10, 1896, see: Sluzbene novine KJ, (Official Gazette of the Kingdom
of KY), no. 29-X, 07. February 1930
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In the context of the analysis of the work on harmonization of the
law on shareholding companies and its adjustment to the spirit
of the new time, special attention should be paid to the efforts
of some interwar economists who pointed to growing corruption
and the emergence of bankocracy in Yugoslav society. Thus, the
well-known economist Nikola Stanarevi¢ wrote in the prestigious
Zagreb magazine Bankarstvo in 1924 that the influence of banks
and bankers on politics, that is, the dependence of politicians on
plutocracy, was so great that it could not have been imagined ten
years earlier. “Banks in Zagreb finance daily newspapers and
implement their policy here as well. Our ministers, active and
former, publicly participate in the establishment and management
of shareholding companies, and if there are even written laws
prohibiting it(...) There are ministers who have direct connections,
as board members in a dozen banks and large shareholding
companies(...) Lately, there has not been a single big deal that has
not involved a prominent politician, MP or high state official.®
Forest and mining companies take gentlemen from that profession,
others turn to influential people from Uprava fondova, State
Monopolies, etc. Even in the Management of the National Bank,
they come, it seems to me, according to the famous key that was
once established between the Radicals and the Democrats for the
number of seats in the cabinet and police officials.” It turned out
that neither the Law on the Introduction of State Accounting,
nor the Law on the Election of People’s Deputies, nor the Clerk
Law of the Kingdom of Serbs, Croats and Slovenes could prevent
this. Stanarevi¢ pointed out as especially harmful the practice
of intervention of people’s deputies, representation of ministers,
engagement of the closest relatives of the Prime Minister in
“completing” jobs in various ministries, all to the detriment of
general interests and the state treasury. That is why, according to

2 N. Stanarevi¢, ,,Bankarska hronika*, Bankarstvo, no.8 1924, Zagreb, p.398.
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him, no law on incompatibility could help anymore, because due to
its non-implementation, corruption continued to spread. He believed
that “bankocracy was acting in two ways. On the one hand, with the
help of politically or by their position influential people (ministers,
people’s deputies, high state officials in management boards), the
work is favorably completed with the help of the state: lease of
goods, removal of sequestration; obtaining forests, livelihoods and
concessions. On the other hand, with the help of such banks, the
newspapers are influenced, consciences are bought, and voters are
brought into a subordinate position.”

In order to stop such harmful phenomena in the country’s economy
and politics, various ways have been proposed to combat them.
Janko Hacin, director of the First Croatian Savings Bank and the
Association of Banks in Belgrade pointed out the need to introduce
measures that would enable credit opportunities, especially in
Serbia to be set on a healthier basis, as well as to reduce risks and
losses of banks, which was an indispensable condition for reducing
Interest rates on bank loans. In fact, it turned out that, due to the
legally prescribed secrecy of operations but also the lack of control
of the National Bank over the work of Serbian shareholding banks,
many businessmen who would be left without funds sought and
received loans from as many as five or more banks at the same
time. “It suddenly shows that the company, which was considered
good for 100 thousand dinars, enjoyed a loan in that amount not
with one, but with five, ten and in one case as many as eighteen
banks. And every bank lived in the belief that it was the only
financier of the company.” In order to bring Serbian banks into
contact with each other and in order to more successfully defend
their interests, the example of the banks in Ljubljana had been

> Ibid.

> J. Hacin, ,,Obavestajni kreditni odseci kod Narodne Banke“, Narodno bla-
gostanje, no.1, 09.02.1929, pp.6-8.
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pointed out. Every month, those banks sent the information on the
obligations of their clients to the Ljubljana branch of the National
Bank and received reports from the National Bank on the status
of their obligations with other Ljubljana banks. Thanks to such
engagements, in 1929, Intelligence Credit Departments at the
National Bank were introduced, which greatly contributed to settling
the credit situation in Serbia.

For a more serious suppression of corruption in Serbian banks, it
was necessary to change the provisions of the Law on Shareholding
Companies from 1896 with the changes from 1898, which referred
to the control of the work of monetary institutions. Namely, the
organization of shareholding companies was such that individual
shareholders did not have the legal and all together the factual
possibilities to control the work of the management. They had
to rely on a supervisory board whose members, contrary to the
practice in developed western countries, were elected by board
members. Instead of the control function being performed by the
most professional people with the most business experience, in
Serbian banks, those who were “too young and too weak” to be on
the board of directors came to these boards.” Hacin wrote that
“we often find a father or uncle in the management and a son or
nephew in the supervisory board. Especially with shareholding
banks, we see regularly directors in the management and clerks in
supervisory boards who should supervise their bosses. This paradox
has become a rule in which, due to its regularity, we no longer feel
its paradox. The request to change this strange, incomprehensible
practice will finally be considered a paradox.” This provision was
finally changed only in 1937, forty years after the adoption of the
Law on Shareholding Companies.®”

% Ibid, ,,Nadzorni odbori akcionarskog drustva u teoriji i praksi®, Narodno
blagostanje, no.4, 2.111 1929, pp.51-53.

5 Ibid.
" The new Commercial Law of the Kingdom of Yugoslavia from 1937, in
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All these specifics of Yugoslav and especially Serbian banking
were not unknown to the representatives of Wiener Bankverein,
especially not to that part of the bankers who came from Société
Générale. Namely, the most prominent members of the Belgian
society have been sitting in the management of this Bank ever
since the 1880s. Four of the seven directors of the Société Générale
were then from the ranks of professional lawyers, attorneys, judges
and senior civil servants. In the meantime, Jews of “haute banque”
of German origin were increasingly coming to high positions in
Belgian finance and society, actively participating, together with
private bankers, in the work of large shareholding banks. Over
time, a dense network of family ties was formed, creating dynasties
of industrialists and bankers that dominated the boards of power-
ful banks. Although a lot was done in the professionalization of
staff at the Société Générale until the First World War, leading
public figures were still of special importance in this bank. An
outstanding example of business progress in the case of Governor
Ferdinand Baeyens, who entered the bank at the age of sixteen
as an accountant, to eventually become the main driver of the
bank’s development activities, first as a board member and then
as Governor of the Société Générale. This exceptional rise of his
was additionally crowned with the title of baron. Baeyens

addition to allowing the establishment of limited liability companies on the
entire territory of the state, clearly specified the duties and obligations of
the supervisory board as a control body, and introduced institutions of com-
missioners and external supervision. However, for many Serbian banks, the
Commercial Law came too late, which is evidenced by the large number of
bankruptcies and forced liquidations, especially in the period from 1931 to
1936. The Second World War, which arrived to the territory of Yugoslavia
four years later, did not leave enough time for this Law to come to life in full
so that it could really show all its effectiveness, see: L. Tauber, ,,Kontrola kod
akcionarskih frustava (po nacrtu trgovatkog zakonika)“, Narodno blagos-
tanje, no. 40, 30. September 1933, pp.627-629; D. Mirkovi¢, Pravna priroda
pravila trgovackih drustava (s posebnim osvrtom na akcionarska drustva
s.0.0), (Beograd: Privredni Pregled, 1940), p.52.
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indisputably encouraged the faster development of professionalism
in the Bank, in which experts were increasingly willing to accept a
leading role along with politicians and other public figures. Yet one
of the great industrialists, Edouard Empain, whose brilliant career
was also crowned with a noble title by King Leopold II, complained
at the end of his life that the Belgian establishment never actually
accepted him and that “high finances and leading industries were
a closed world. No one could enter without a centuries-old aristo-
cratic background.”® After the War, the growing influence of
the Société Générale in the development of Belgian industry also
changed the conditions of recruitment to the Bank’s Board of Di-
rectors. In a way, professional qualifications became more impor-
tant than social or political position. The Bank was expanded to
nine members in 1924, and with the accession of three engineers
aged about forty, the average age was significantly reduced. How-
ever, the emergence of meritocracy did not diminish the importance
of the family network in Belgian banking circles, nor the political
importance of Belgian bankers. In this connection it must be borne
in mind that with adoption of a general electoral right in 1918,
a huge number of socialists was introduced in the Parliament,
changing the political balance in the country. That is how Bel-
gium entered a period of political instability, with the constant
change of coalition governments. At the same time, the sphere of
influence of bankers shifted from the Parliament to the government
itself.?

Although the position of bankers in Parliament was an important
position in society, the Société Générale has always sought to main-
tain as much political balance as possible with a strong reliance

% G. Kurgan-van Hentenryk, “Finance and financiers in Belgium, 1880-1940”,
Finance and financiers in European history, 1880-1960, ed. Cassis, Youssef,
(Cambridge University Press, 1992), p.329.

 Thid, p.330.
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on the Royal Court, which has always had a representative on the
Bank’s Board since its inception. For example, back in 1880, that
is, at a time when power was mostly in the hands of liberals, the
Board of Directors consisted of both Catholics and liberals, with
all three Bank directors then being members of Parliament from
the ranks of the liberals. When the Catholics gained a majority
in 1884, the Bank’s interest shifted to former Catholic ministers
who were also close to King Leopold II. In the interwar period,
the composition of the Board of Directors of the Société Générale
became less political. The mentioned big change in the Board
of Directors, which happened in 1924, was aimed at greater
professionalism, so that no director had a parliamentary seat in that
period. Again, this was by no means the Bank’s exclusion from the
realm of politics. It was actually about shifting the power relations
from the Parliament to the Belgian government. The influence
that some eminent Bank executives, such as Georges Theunis and
Emile Francqui, gained during World War I led to them being
called upon to be part of the Belgian government during the
resolution of the post-war economic and financial crisis.®

Thus, Georges Theunis, as a member of the rising Belgian bourge-
oisie, was appointed president of the Belgian War Procurement
Commission in London during the First World War, and after the
war he was a member of the Belgian delegation to the Versailles
Peace Conference and a Belgian representative in the Reparations
Commission. He became the Minister of Finance already in the
government of Carton de Wiart in 1920, and then at the same time
the Prime Minister from 1921 to 1925, that 1s, at the time when
the Belgian-Luxembourg Economic Union became a reality. In the
period 1925 and 1926, he was a co-opted senator of the Catholic
Party and then became chairman of the Board of Directors of the
Société Générale, then to be elected President of the International

“ Ibid, pp.330-331.
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Economic Conference in Geneva in 1926-1927.5 In 1926, the
Cabinet of National Unity, headed by Henry Jaspar, called on
the help of the Deputy Governor of the Société Générale, Emile
Francqui, who, thanks to special relations with English and
American banks, managed to stabilize the economic situation in
the country. He certainly used his time in the government to
diminish the function of the National Bank of Belgium as a
source of credit and to expand the influence of private banks and
especially the influence of Société Générale. Thus, in the same
year, together with Georges Theunis, he was appointed a member
of the newly formed Council of Regency of the National Bank.®

The Belgian representatives in the Wiener Bankverein sought to
ensure the greatest possible security of their placements in the
Kingdom, more favorable treatment and special relief within the
framework of fiscal, tax, tariff and even social policy. Therefore,
they considered it of great importance to include as influential
political and economic representatives of the state as possible in
the Board of Directors of future banking affiliations, the so-called
stromani. These were personalities with strong ties and influence
in the state administration, through which it was possible to con-
tact with the most important economic and political factors in the
country. For very high royalties and without actual participation

1 Georges Theunis was the brother of Lieutenant General Emil Theunis; he also
finished military school and then became an engineer. He started his career
in Groupe Empain, where, among other things, he traveled to Russia on the
orders of Baron Empain himself, as a manager of SA Ateliers de Constructions

Electriques de Charleroi (ACEC), see: AJ, 151-1-1.
2 G. Kurgan-van Hentenryk, ibid, p.331.
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in the management, they were supposed to provide the support of
the state or at least certain ruling circles for certain business and
financial transactions, which the Bank intended to perform in the
Kingdom. The available archives provide us with a lot of testimony
about how carefully the Bank’s representatives analyzed influen-
tial person on the Yugoslav economic and political scene, who could,
in the best possible way, serve their interests.

Thus, after several months of discreet research, with the compre-
hensive help of David Hohner and Hugo Weinberger, who were the
members of the Wiener Bankverein branch offices in Belgrade and
Zagreb, the first list of possible stromani arrived from Vienna to
Belgrade at the end of September, 1927. It was a list that inclu-
ded six, among them very prominent Serbian businessmen, all of
whom were members or sympathizers of the Democratic Party,
except for one member of the Radical Party. This list is an import-
ant testimony baout the people who were considered as the Ser-
bian political and economic elite in the late 1920s. There is no
doubt that their names were proposed to the Viennese and Bel-
gian bankers in Belgrade by political circles close to the Democra-
tic Party, i.e., the newly appointed Minister of Foreign Affairs
Vojislav Marinkovi¢, a very close associate of King Alexander I
Karadordevi¢. Regardless of this important fact, the last word
about them was given by David Hohner and Nikola Dordevic, the
directors of the Belgrade branch office of Wiener Bankverein.®

The first proposed name on the list was the name of Dragisa Ma-
teji¢, a Democratic Party MP for the Kragujevac district. Together
with his much more respectable party colleagues Vojislav Marin-
kovi¢ and Ljuba Sreckovi¢, he took over the small Eskontna banka
from Belgrade immediately after the Great War in 1919. Thanks
to the loans of the National Bank, this Bank quickly became the

5 AJ, 151-39-63; This list, sent on September 20™, 1927 was signed by the direc-
tor of Wiener Bankverein, Oscar Pollak.
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center of the large industrial Concern Mateji¢, which also inclu-
ded Opsta privredna banka, Klanicko drustvo a.d,** Leather
Factory Beli orao, Mine Jerma Gabernik a.d. and Shoe Factory
Boston a.d. According to the information of the director of Wiener
Ban-verein, Nikola Dordevié, who somehow became a member of
the Management Board of the Eskontna banka that year, Matejic,
as the majority shareholder of this concern, financed the group
of Vojislav Marinkovi¢ in the amount of three million dinars, “gai-
ning good connections with high political figures, which he used for
his own purposes.” He was assessed as a good and energetic trader,
although unscrupulous, who belonged to the type “eines nouveau
riche reprasentiert”, so as such, he could only possibly come into
consideration as a member of the management of the new bank.®
On the second place of the list was the name of Dragutin Protic,
doctor of law and resigned vice-governor of the National Bank.
As the son of General and later Minister of the Army and Deputy
Minister Kosta Proti¢, he had a development path that was quite
reminiscent of the path of the Belgian banker Georges Theunis.
He also entered the management of the Central Bank after the
First World War. He gained banking experience by working in
banks in Paris, while in Serbia he was a member of the board of
the legendary Beogradski kreditni zavod, founded in 1870. During
the Balkan Wars and the First World War (until the exodus thro-
ugh Albania), he served as assistant intendant to the Supreme
Command. After the War, he was a delegate to the Peace Confe-
rence in Versailles and a member of the Reparations Commission
in Paris, where the paths of these two bankers most likely inter-
sected. After the resignation of the long-term governor George
Weifert in 1927, the management of the National Bank proposed
him as the new governor, but he was not appointed to that position

" Abbreviation a.d. in Serbian, or d.d. in Croatian means a joint-stock company

% Jbid; AJ-65- 1116 — 2100 — file of the Eskontna banka a.d.
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because he publicly criticized the currency policy pursued by the
state.®® He therefore resigned, retaining his place on the Board
itself. Among other things, he was on the management boards of
the Vracarska zadruga and Pivara Vajfert a.d., and he was also
a member of many inquary committees. Hohner and Dordevic
assessed that Proti¢ had good connections, that he was financially
well provided for and that, although he was not politically active,
he could be considered as “the first candidate for membership in the
management of the new bank” for “some purposes”.®’

Engineer Milos Savci¢, an industrialist, MP (1905-1910 and
1923), former Minister of Construction (1908-1909), member of the
Democratic Party and one of the largest Serbian businessmen
of the first half of the 20th century, received a lot of attention in
this report. He began his rise as vice president of Prometna banka,
in which King Petar I Karadordevi¢ was one of the shareholders.
After the First World War, he became the President of the Board
of Directors of this Bank, from which he created one of the most
successful Serbian commercial banks in the territory of the King-
dom of Yugoslavia. As early as 1919, this Bank founded Drustvo
za eksploataciju goriva for the purpose of exploiting the Poduis
coal mine. Ten years later, the Tresibabe and Podvis mines alre-
ady had their own power plant and a large colony settlement of
about 800 workers and officials. Sav¢i¢ was described as a major
shareholder of almost all major companies in the country and

% Namely, when the first news related to the legal stabilization of the dinar

appeared in December 1926, after concluding an agreement with the Bank of
England, Dragutin Proti¢, then vice-governor of the National Bank, publicly
opposed it, believing that legal stabilization could not be implemented in a
country, which so much depended on foreign intervention and which was not
able to provide a stable foreign exchange fund with its trade balance, see: S.
Jerkovi¢, Narodna banka Kraljevina Srba, Hrvata i SlovenacalJugoslavije
1918-1931. godine (PhD Dissertation), University of Belgrade, Faculty of
Philosophy, Beograd, 2018, p.284.

7 AJ, 151-39-63. 123
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a member of the Management Board of the National Bank, Pro-
metno izvozna banka from Skopje and Insurance Company Ser-
bia; Vice President and member of the Management Board of
Beocin Cement Factory and Sartid Company from Smederevo
and many other companies.® The directors of Wiener Bankverein
assessed him as a very agile and energetic businessman, with a
great reputation and strong personal connections “especially at
the Court, which should not be neglected” and because of which
he was recommended as a member of the Board immediately after
Dragutin Protic.

The opinion of directors Hohner and Dordevic about Ljubomir
Ljuba Sreckovi¢ is especially interesting, because it is almost com-
pletely different from the opinion that the public at the time had
about this person. Namely, it was about the first president of the
Export Association of the Kingdom of Serbs, Croats and Slovenes,
who entered the management of the National Bank in 1922 as a
member of the export lobby. As a true representative of his guild,
he advocated especially for the largest possible volume of seasonal
loans. At the time of writing, he was the director of the Klanicko
drustvo a.d, (factory within the Matejic concern), the oldest member
of the Board and current vice governor of the National Bank, a
member of the Board of Eskontna banka and many other smal-
ler Belgrade banks. However, the directors of Wiener Bankverein
described him exclusively as an exponent of Vojislav Marinkovic
and Dragisa Mateji¢, but also as a man who did not understand
enough financial and economic issues, nor he was well known in
the economic circles of the Kingdom, which is why they assessed
that he should not have been on the list.®

%V, Aleksi¢, ,,Prometna Banka a.d. in the Modernisation Processes of Serbia
in the first half of the 20th Century“, Bankarstvo, vol. 42, no. 1 (2013),
Beograd, pp.30-31.

% AJ, 151-39-63; It is an interesting fact that in March 1928, after more than a
year and a half of the “governor’s crisis” in the National Bank, it was Ljuba
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The name of Vasilije I. Jovanovi¢, a lawyer, former minister and
MP of the Radical Party, is especially interesting. This report says
that he once enjoyed the great trust of Nikola Pasi¢, but that since
his death he has been a minor political figure in the Radical Par-
ty, without any special connections in business circles. Although
it was only emphasized that he was a representative of Belgian
companies as well as the Belgian ambassador to the Kingdom,
a closer analysis of his biography shows that Jovanovic, after
studying law in Belgrade, received his doctorate in political and
administrative sciences in 1897 in Brussels. During the First
World War, he was a delegate of the Kingdom of Serbs, Croats and
Slovenes at the sessions of the League of Nations in Geneva. In
March 1923, he was elected MP for the first time on the list of the
Radical Party. At the end of 1925, he was appointed Minister of
Agriculture and Water, and after six months he was elected Mini-
ster of Transport. During 1927, he participated in the preparations
for the Constituent Assembly and the harmonization of laws. It
1s inevitable that he played a key role in the establishment of the
Wiener Bankvein branch in Belgrade in 1921 and that he there-
fore enjoyed the great trust of the management of Société Géné-
rale, which would be especially evident in the coming years. ™

Sreckovic who was elected the new governor. In the press, his election was
presented as a victory for the export lobby because he advocated greater
financing of seasonal loans. see: S. Jerkovic, thid, p.381.

" The list that arrived from Vienna contained only the name Vasa Jovanovic,

while in the mentioned report Vasa J. Jovanovi¢ was written by mistake.
Namely, in the political life of the Kingdom, Vasilije U, Vasilije J, and Vasilije
I Jovanovi¢ appeared side by side, the first of whom was a well-known pre-
war industrialist, while the other two were lawyers, former ministers and MPs
of the Radical Party, with an important difference, namely, only one of them,
Vasilije I. Jovanovic, was a representative of Belgian companies and a rep-
resentative of the Belgian ambassador to the Kingdomi, see: AJ, 151-39-63;
Srpska enciklopedija/ Serbian encyclopedia - Vasa Jovanovie:
http:/isrpskaenciklopedija.org/doku.

php ?id=%D0%B2%D0%B0%D1%81%D0%B0_%D1%98%D0%BE%D0
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At the end of this extremely interesting report, the last name from
the list was analyzed. Thet was Mihajlo D. Marinkovi¢, a lawyer,
a member of the Democratic Party as well as a member of several
management boards of Belgrade shareholding companies in the
sphere of interest of this political party. Hochner and Dordevié
described him as a person who had no significance in the economic
life of the country, who lived from the political reputation of his
brothers, the late Pavle Marinkovié, former minister and MP abroad
and the already mentioned Minister of Foreign Affairs Vojislav
Marinkovic. It was especially emphasized that Mihajlo Marinkovié
had no political influence either in his party or outside it, and as
a special, from today’s perspective rather humiliating curiosity, the
fact that he married very richly.™

At the request of Wiener Bankverein director Oscar Pollak, the
management of the Belgrade branch handed over a report on the
proposed stromani to Vladimir Dordevié, who was one of the most
prominent Serbian industrialists in Yugoslav business circles. He
was one of the first Serbian doctors of economic and financial sci-
ences, who acquired this title in Berlin. He was a participant in
the liberation wars, a reserve cavalry lieutenant colonel, awarded
with a silver and gold medal for bravery and other medals and
memorials from the wars. As a great Yugoslav industrialist, he
was a member of the Board of the Chamber of Industry and the
Industrial Association in Belgrade, but also a writer and trans-
lator of many professional papers in the field of economics.” With
all this in mind, it is clear why the foreign bankers left the last
word to him. The great trust they placed in this person enabled

%B2%D0% B0%D0%BD%D0%BE%D0%B2%D0%B8%D1%9B#fnt__4
(approached on May 29th 2020).

™ Ibid.
™ Vladimir Dordevi¢ was the son of the famous pre-war merchant and member

of the Commercial Court of the city of Belgrade, see: Ko je ko u Jugoslaviji,
Beograd, 1928, p.44.
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them to be extremely well acquainted with the economic and po-
litical circumstances in the Kingdom. The outcome of these “elec-
tions” will show that the representatives of foreign capital clearly
separated those persons who could help them in the implementa-
tion of their current business policy and who, as such, could intro-
duce them into their management and especially supervisory
boards, from those who were with them cooperated in the econo-
mic and political field. Such relations, as was the case with the rep-
resentatives of the Wiener Bankverein, were kept in strict secrecy.

In parallel with this correspondence between the Vienna admini-
stration and the directors of the Yugoslav branches, another im-
portant correspondence took place. Namely, at the instigation of
Henry Dewez, the Belgian capital representative in Wiener Bank-
verein and a member of the Management Board of Banque Belge
pour U’Etranger from Brussels, in the summer of 1927 an attempt
was made to merge Beogradska trgovacka stedionica a.d, to take
over its capital for establishment of future banking affiliation.
This savings bank, founded in 1893, was a real bastion of Jewish
capital, which made Henry Dewez, who was also a member of
the international Jewish capital, far more suitable for business
maneuvering. The majority package of shares was owned by a well-
known Belgrade banker and one of the richest members of the
Belgrade Jewish Community, Bencion Buli, as well as merchants
Lazar Avramovi¢, Moris Levi and Hajim Alkalaj. Due to these nego-
tiations, Georges Theunis, President of the Management Board of
Société Générale, personally arrived in Belgrade together with
Henry Dewez. However, it turned out that the planned merger,
despite the personal help and support of Lazar Avramovi¢, was
very difficult to achieve. The problem was not political in nature,
but business one. Not only was it a relatively small share capi-
tal, which amounted to three million dinars, but also the fact that
through a loan in the amount of two million dinars to the account
of the company Nissim B. Aron & Comp. from Belgrade, this banking
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institution reached the sphere of interest of English capital thro-
ugh the company A. & A. Crompton & Comp. Ltd. from Liverpool.™
Although unsuccessful, this attempt to merge a domestic banking
institution clearly reflects the intentions of international financial
capital to come into close contact with domestic, in this case Jewish
capital, as well as with its representatives whose reputation, espe-
cially in economic circles of the Kingdom, was not negligible.

The second half of 1927 was not only dedicated to thinking about
the way of placing capital and electing the stromani to the Board
of Directors, but also to concrete negotiations with the representa-
tives of the Yugoslav authorities on the conditions for establishing
a future banking affiliation. It was necessary to draft the rules
of the Bank and submit it for approval to the Ministry of Trade
and Industry, determine the amount of share capital and allow
representatives of foreign banks, as foreign nationals, to obtain
appropriate permits to work in the Kingdom. Precisely for these
reasons, one of the most prominent lawyers in the country, a
member of the Democratic Party and the president of the Belgrade
Jewish Community, Rafailo Finci, was hired.™ Thanks to his help
and suggestions, the Bank’s Rulebook was drafted, on the basis
of which the Minister of Trade and Industry, by his decision
on December 29, 1927, approved Alfred Heinsheimer, General
Manager of Wiener Bankverein, Georges Theunis, then Minister
at the disposal of Brussels and Max Brugger, Doctor of Law and
Director of the Banque Commerciale de Bale of Zurich, to be able
to establish a shareholding company called Opste jugoslovensko
bankarsko drustvo a.d.” From the approved Rules it could be seen

® AJ, 151-39-63.
™ Ibid; N. Popovie¢, Jevreji u Srbiji 1918 - 1941, (Beograd: ISI, 1997), p.65.

% AJ, 65-1127-2111; Istorijski arhiv Beograda/ Historical Archives of Belgrade
(IAB), fund: Trgovatki sud u Beogradu/Commercial Court in Belgrade, in. 6,
no. 994, Announcement of establishment of AJB, 10 February 1928
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that the Bank, in addition to the official name in the Serbo-Croa-
tian language, had official names in three other world languages:
French - Société Générale de Banque Jugoslave SA; in English
- General Yugoslavian Banking Corporation Ltd. and German -
Allgemeiner Jugoslawischer Bankverein AG. Since 1931, the name
has been added in the Slovenian language - SloZno Jugoslovensko
Bancéno drustvo d.d.™ Judging by the archival material, but also
by the literature of that time and today, the Bank was best known
by the German name Allgemeiner Jugoslawischer Bankverein AG
(hereafter AJB), which is the reason why we will use this name.
It is paradoxical that the permission for the establishment of a
domestic shareholding company was given to people who were,
not only foreign citizens, but also directors and members of the
management boards of banks whose headquarters were located
outside the territory of the Kingdom. This leads to the conclusion
that the search for the most influential people in the economic
and political circles of the country has certainly borne fruit.”

At the founding (preceding) Assembly of Shareholder held on
February 10, 1928 in Belgrade, the initial share capital in the

% AJ, 151-1-1: “Pravila Opsteg jugoslovenskog bankarskog drustva a.d.” 1927,
1930, 1934. and 1941. They were published several times during the existence
of the Bank, especially when there were changes in individual members. They
present in detail data on the scope of work, the initial shareholding capital,
bodies and their role in the work of the Bank, as well as data on the manner
of operations. It also provides all relevant information on the establishment
of a pension fund, reserve fund, benefits and the manner of termination of

the Bank.
AJ, 151-1-1: A request from representatives of foreign banks (Wiener

Bankverein, Banque Belge pour UEtranger, Banque Commerciale de Bale)
stating, inter alia: “Asking the Minister of Trade and Industry to approve the
establishment of the Bank and attached Rules, we express the wish that the
work of the new Bank will contribute to the development of the economy of
the Kingdom of Serbs, Croats and Slovenes and will contribute to more inten-
sive economic relations of the Kingdom with foreign countries “, VI, no. 5450,

16 December 1927
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amount of 100 million dinars was approved and the members of
the Management and Supervisory Board.” Most of the initial share
capital, in the amount of 60 million dinars, was paid to the Nati-
onal Bank on February 9, 1928. This capital was paid by the fol-
lowing banks: Wiener Bankverein, Banque Belge pour [’Etranger,
Banque Commerciale de Bdle and the Landesbank fiir Bosnien und
Herzegovina. The rest of the initial share capital in the amount
of 40 million dinars was deposited in the USA dollars with the
Société Générale de Belgique in Brussels, with the obligation to
transfer this amount to the Kingdom within a year and hand it
over to the National Bank for purchase. Based on the opinion of
the Minister of Trade and Industry, who believed that this would
“help the Belgian and Swiss capital to be placed in our country as
soon as possible, which will produce an undoubted beneficial ef-
fect on our economy”, the final approval was given by the Ministry
of Finance 23. January 1928. The meeting of shareholders of the
Bank was organized according to the current Law on Sharehold-
ing Companies of the Kingdom of Serbia (1896/1898), which con-
sisted of all shareholders of the Bank, with every three shares
giving one vote, while no shareholder could have more than 10
votes regardless of the number of shares.” Each shareholder could
vote in person or through one proxy, while the proxy himself could
represent several shareholders if he was their legal representa-
tive. Legal entities, in this case foreign banks, were represented by
their representatives. Decisions in the Assembly were made then,

® AJ, 65-1127-2111.
™ By the mentioned decision of MTI, II no. 13170, 20 May 1930, Art. 17 of the

Law on Shareholding Companies, which determined the maximum number of
shares, was amended so that the number of votes was unlimited, see: Zakon o
izmenama Zakona o akcionarskim drustvima od 10. decembra 1896. godine/
Law on Amendments to the Law on Shareholding Companies of December 10,
1896, Sluzbene novine KJ/ Official Gazette of the Kingdom of KY, no. 29-X,
7 February 1930
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as in later assemblies, by a simple majority of votes. The Assembly
could discuss only those issues that were indicated in the agenda
as well as the increase or decrease of share capital, amendments
to the Rules, merger of the Bank with another banks, conclusion of
cartel agreements as well as the issue of termination and selection
of liquidator.®

How great the establishment of this Bank was for foreign invest-
ors can be seen not only by the amount of the initial shareholding
capital but also on the basis of the representatives who entered
the first position of the Board of Directors of the new Bank. Thus,
the eminent Belgian banker and politician Georges Theunis was
appointed president, who at that time did not take an active po-
sition in politics, but was therefore the president of the Société
générale de Belgique from Brussels and the International Trade
Council. as well as CEO and Chairman of ACEC, Director and
President of Royale Belgea, Traction et Electricité, Electrobela,
Société Générale Africaine d’Electricité and many others.®* From
the management of Banque Belgé pour [’Etranger from Brussels
came two members and directors of this Bank: Paul Ramlot and
Henry Dewez. Representatives of Wiener Bankverein from Vienna

% AJ, 151-1-1.

8 According to some sources, Georges Theunis accumulated as many as 72
seats in the interwar period; in 1932 he briefly served as Minister of National
Defense in the government of De Broqueville, and then for another five months
as Prime Minister of Belgium (from 20 December 1934 to 25 March 1935).
During World War II, Theunis was a Belgian ambassador with a special mis-
sion to Washington, D.C. Due to his extensive diplomatic and international
experience, Prime Minister Pierlot’s government in exile appointed him gov-
ernor of the National Bank of Belgium on December 27, 1941. After the War,
he actively participated in the preparation of the Belgian post-war monetary
reform, and then resigned from the position of governor. He died in 1966,
see: The New York Times: https:/fwww.nytimes.com/1966/01/06/archives/
georges-theunis-of-belgium-dead-premier-in-20s-and-30s-led-world.html
(approached on May 28th 2020)
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were the directors Alfred Heinsheimer and Oscar Pollak, while the
representative of the Swiss capital in the Bank was Max Brug-
ger, director of the Banque Commerciale de Bale from Zurich. The
last foreign representative on the AJB Board was the wholesaler
and consul general from Vienna, Richard Fanta. It is known that
before the First World War, together with his brother Emil Fant,
he owned a freight forwarding company with a branch in Trieste
and at the same time was the general representative of Ungari-
schen Handels-Aktiengesellschaft in Constantinople, creating excel-
lent trade connections throughout the Levant.®

Representatives of international capital in AJB made an extremely
interesting and professionally very smart choice of domestic repre-
sentatives in the Bank’s management. Namely, in addition to Hugo
Weinberger, a prominent representative of the Zagreb Jewish Com-
munity and former director of Croatian branch of Wiener Bank-
verein and then director of the Bank’s institution in Zagreb,
several other extremely important Croatian businessmen and
political representatives have been appointed. First of all, there was
Ivan Ribar, a great supporter of the national unity of Croats and
Serbs and one of the founders of the Croatian Progressive Demo-
cratic Party, which in 1905 joined the Croatian-Serbian coalition.
From 1913 he was a Member of the Croatian Parliament and at
the same time a Member of the Joint Parliament in Pest. At the
end of 1918, he was elected a member of the Central Committee
of the National Council in Zagreb, and after the founding of the
Kingdom of Serbs, Croats and Slovenes, he became a member of
the newly founded Democratic Party, which joined the Croatian-
Serbian coalition in 1919. He was a member of the Main Board

# E. Samsinger, Osterreich in Istanbul II: K. (u.) K. Prisenz im Osmanischen

Reich, Volume 2 (Wien: Bohlau Verlag GmbH & Co, 2010), p.336.

8 Zidovski biografski leksikon/Jewish Biographical Dictionary, Hugo Wein-
berger: https://zbl.lzmk.hr/?p=2718 (approached on May 29th 2020)
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of the Democratic Party and an MP. In 1920, the Constituent
Assembly elected him the first president of the National Assembly
of the Kingdom of Serbs, Croats and Slovenes, and he remained
in this position until 1922. A year later, he officially moved to Bel-
grade with his family and soon became one of the vice presidents
of the Democratic Party.® In addition to him, Vladimir Arko, a
prominent Zagreb entrepreneur and founder of the Zagreb Stock
Exchange in 1918, was elected a member of the Board, as well
as the president of the reorganized Chamber of Commerce and
Crafts in the period from 1923 to 1928. Three years later, he was
appointed president of the National Union of Industrialists in Za-
greb.®> One of the wealthiest Croatian businessmen at the time,
Milan Mari¢, was appointed a member of the board. Together with
his brother Artur Mari¢, he was the founder of the oil industry
in Croatia, co-owner of the well-known Yugoslav concern Hinko
Mayer 1 drug and president of the largest domestic oil company
Anglo-Yugoslav Petroleum d.d, who was in a business relationship
with the British company Shell.®* Lawyer Ivo Benkovic was the
only Slovenian representative in the Bank’s management, appoin-
ted here most likely due to close ties with Anton Korosec, the then
Prime Minister of the Kingdom and leader of the Slovene People’s
Party.®

# 1. Ribar, Iz moje politicke suradnje (1901 - 1963), (Zagreb: Naprijed, 1965),
p-48; Ivan Ribar, Biography: https://web.archive.org/web/20131004225314/
http:/hwww.gimnazija-karlovac.hr/poznati-bivsi-ucenici/ivan-ribar (appro-

ached on May 29th 2020)

Hrvatski biografski leksikon/Croatian Biographical Dictionary, Vladimir
Arko: https:/hwww.enciklopedija.hrinatuknica.aspx?id=3871 (approached
on May 29th 2020)

Elaborat o britanskom kapitalu u Jugoslaviji 1918 — 1941, p.87.
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Before the First World War, Ivo Benkovié was an active member of the
Slovene Peasants’ Union (SKZ) and a member of the Slovene People’s Party
- SLS in the Vienna Parliament and the Provincial Assembly of Stajerska,
see: Slovenska biografija/Slovenian Biography, Ivo Benkovie: https:/www.
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It is interesting that out of the six considered Serbian representa-
tives, only Vasilije I. Jovanovi¢, then a minister at disposal and
a member of the Radical Party, was appointed in the Bank’s
management. The decision for Jovanovi¢ to be part of the admi-
nistration was not driven by political reasons, but exclusively
pragmatic ones. Namely, he was a long-term representative of the
Belgian ambassador in Belgrade and a representative of the Bel-
glan capital in the Kingdom, who knew the business opportuni-
ties in the country very well and had a huge reputation and legal
experience. Given the trust placed in him in the past by Austrian
and Belgian bankers, the name of Vladimir Pordevi¢ as a member
of the Management Board of the new Bank could not be a surprise
either. This, again, cannot be said for the trader Vlajko Godevac,
one of the owners of the metal industry company Braca Godevac
and a shareholder of the First Yugoslav Factory for Telephony,
Optics and Precision Mechanics, Teleoptik d.d.® In this period, he
was not one of the great Serbian businessmen with strong poli-
tical ties, so we assume that he arrived at the AJB management
on the recommendation of Vasilije I. Jovanovi¢, who was once a
close associate with his much better-known cousin Milorad
Godevac, a doctor and a well-known national worker.®* The last
domestic representative of the Bank’s management was Nikola
Berkovi¢, whom we have already met as a close associate of Wiener
Bankverein in Bosnia and Herzegovina. In 1919, he was appointed
President of the Board of the Landesbank fiir Bosnien und

slovenska-biografija.siloseba/sbil 38216/ (approached on May 30th 2020)

In addition to Teleoptik, radios have been produced by the Godevac a.d. fac-
tory since 1936, see: S. Mihajlov, “Fabrika ,, Teleoptik” u Zemunu”, Naslede,
Beograd, 2016, pp.53-71.

Milorad Godevac was the initiator and organizer of the Serbian Chetnik action
in the fight for the liberation of Macedonia, together with Vasilije Jovanovic
and the famous Serbian businessman Luka Celovi¢, see: Milorad Godevac,
Biography: https:/Iprvisvetskirat.rs/licnostilucesnici-ratoval/godjevac-v-mi-
lorad/ (approached on May 30th 2020).
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Herzegovina and was for many years the President of the Cham-
ber of Commerce and Crafts in Sarajevo, and a member of the
Management Board of the Association of Banks and Insurance
Companies of the Kingdom of Serbs, Croats and Slovenes in
Zagreb. The fact that he was at the same time the president and
vice-president of the largest industrial companies in that part of
the Kingdom speak of the fact that he was one of the leading busi-
nessmen in Bosnia and Herzegovina.*

The Board of Directors, as the executive body of the bank, had
to consist of sixteen to twenty-four members (in the case of AJB
it had seventeen members), which the Assembly elected every
three years. In the name of bail, they deposited 100 shares with
a cou-pon in the Bank’s treasury, until they were relieved of their
duties. According to the established rules, all members of the Ma-
nagement Board were personally and with all their property liable
for damage that would result from their improper or illegal perfor-
mance of duties. They appointed members of the Directorate, deter-
mined their salary as well as their share in the Bank’s net profit,
and they could also exercise disciplinary authority over them. The
Board of Directors issued instructions and orders on the conduct
of business for the headquarters, main offices and branches. The
Board gave procurations and powers of attorney and appointed
special proxies for certain types of work. At the end of each year, it
examined the annual balance sheets proposed by the Directorate,
convened the Shareholders’ Assembly and determined the agenda.
In addition, the task of the Management Board was to prescribe
the Rulebook on the organization of work and service of officials
and other staff, to determine their salaries and other responsibil-
ities. It was also decisive on the establishment of industrial, agri-
cultural and mining companies, then on taking loans for the Bank,

% Deset godina saveza novéanih i osiguravajuéih zavoda Kraljevine SHS, 1919 -
1929 (Zagreb: 1929), 19; Ko je ko u Jugoslaviji (Beograd: 1928), p.15.
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determining the amount up to which the Directorate could give
credits within its scope and determining the amount that could be
invested in government bonds or securities. From among himself,
he elected a special Executive Board of three to nine members, to
whom he entrusted the current affairs of the Bank.!

The Supervisory Board of the newly established Bank included:
Robert Gheud as a President, who was the General Manager of
Banque Belge pour UEtranger from Brussels; Adolf Kanitz-Wie-
senburg and Julius Ingber, Directors of the Wiener Bankverein
of Vienna; lawyer Pavle Mijatovi¢ from Belgrade; Franjo Braum,
General Director of Tanina d.d., a trading company of leather tan-
ning products from Zagreb;” Adolf Baron Cuvaj, General Secre-
tary of the Chamber of Commerce and Crafts from Zagreb;” Jovan

1 AJ, 151-1-1.

” In 1918, Franjo Braum was the head of the Financial department of the Zagreb
municipality, where he successfully rehabilitated the city’s finances, thanks
to which the municipality came out of the War without debts. After that, he
was the commissioner of the National Council and managed the Department
of financial affairs for Croatia, Slavonia and Istria. From 1919 he transferred
to diplomacy as one of the delegates at the Peace Conference in Paris. He also
edited the magazine Privredni arhiv, of which he was also the publisher, see:
Hrvatska enciklopedija/Croatian Encyclopedia, Franjo Braum: hitps://www.
enciklopedija.hr/natuknica.aspx?id=9317 (approached on May 30th 2020).

% Adolf Cuvaj was a well-known Croatian economist and lawyer who stud-

ied in Vienna and Cluj, where he received his doctorate in law in 1905. In
the period from 1905 to 1923, he performed prominent political and admin-
istrative duties in the ministries in Vienna, Budapest and Belgrade. From
1918 to 1923 he was in the Ministry of Social Policy, where he worked on
the legalization and harmonization of a number of socio-political decrees and
regulations. He was the founder of the General Emigration Commissariat in
Zagreb and its first chief (1922-1923). At the suggestion of Vladimir Arko,
the then president of the Chamber of Commerce and Crafts in Zagreb, he
was appointed secretary in 1923 and remained in that position until 1936.
He was the initiator of new economic publications, a lecturer at the School
of Economics and Commerce in Zagreb (1927-35), see: Hrvatski biografski
leksikon/Croatian Biographical Dictionary, Adolf Cuvaj: http://hbl.lzmk.hr/
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Krsmanovié and Zivko Bogdanovié, rentiers from Belgrade. It was
understood that the Supervisory Board was the supreme supervi-
sory body of the Bank, which had to consist of eight to twelve mem-
bers, elected every three years by the Assembly of Shareholders.
Its members were also required to post 100 shares as bail while in
office. This Board supervised the entire business of the Bank, and
was authorized to review books and business records at any time,
with the obligation to do so every three months. It was the spe-
cial duty of the Board to examine the annual balance sheet and
submit a report to the Shareholders’ Assembly. Unlike the super-
visory boards in domestic banks, this board was completely inde-
pendent in its work and independent of the Board of Directors. Its
members were jointly and severally liable with all their property
for any damage caused during the work, and they were entitled to

an annual award, which was always determined by the Share-
holders’ Assembly.*

The Rules of AJB stated that the Bank’s Headquarters were loca-
ted in Belgrade, but also that there was another main office in
Zagreb. The Board of Directors of the Bank decided to open bran-
ches with the approval of the Minister of Trade and Industry,
while he was authorized in advance to be able to open branches
in Ljubljana, Novi Sad, Osijek, Skopje and Subotica. It was spec-
ified that the Bank deals with “commercial, financial and indus-
trial affairs, and especially all types of banking operations in the
country and abroad” as well as that it “buys and sells real estate,
takes them and leases and rents” and also “participates in each
type of industrial and financial companies, takes the initiative for
the establishment of shareholding companies, issues shares and
bonds of individual shareholding companies® %

clanak.aspx?id=3807 (approached on May 30th 2020).
% AJ, 151-1-1.
% Ibid.
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On the back of the application of the representatives of foreign
banks (Wiener Bankverein, Banque Belge pour [’Etranger and
Banque Commerciale de Bale) for the establishment of the AJB,
dated 16 December 1927, there is an interesting note from the
then chief of the Ministry of Trade and Industry, Milorad Zebic,
addressed to the Minister himself, stating: “I am of the opinion
that the establishment of this Bank should be approved, but ... The
Bank cannot deal directly with trade and industry; and in addition
to accepting savings deposits, especially here where is foreign
capital and where foreigners will have an advantage ... The bank
should not be allowed the right to buy and sell land, because
national interest does not lie in helping to speculate on land, also,
the lease of large estates complicates the solution of our agrarian
1ssues. Without all these dealings, the Bank has alredy too much
scope.”®® The content of the Rules of AJB, especially the part that
refers to the scope of work of the bank and the part that speaks of
two, equally strong offices, indicated that the opinion of one of the
then good experts on economic conditions in the country, such as
Milorad Zebi¢, was completely ignored, which certainly indicates
the great interest of the Yugoslav state representatives gathered
at the Court, to enable the establishment of such a Bank, that is,
to create enough space through the Viennese banking channels to
engage Belgian and Swiss capital in the economy of the Kingdom.
However, major changes on the world economic scene will lead to a
much greater intertwining of Western European financial capital
placed in the Yugoslav economy, which will inevitably affect the
origin of capital as well as the work of this banking affiliation.

% AJ, 65-1127-2111
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THE INFLUENCE OF POLITICAL AND ECONOMIC
TURMOILS ON THE OPERATIONS OF THE
ALLGEMEINER JUGOSLAWISCHER BANKVEREIN

The Allgemeiner Jugoslawischer Bankverein became part of the
Yugoslav economic space on the eve of the great political crisis in
the Kingdom, when unresolved national and economic and political
problems reached their culmination and when the Yugoslav
Parliament proved unable to ensure the much desired political and
economic integration. It turned out, in fact, that the differences
in the perceptions of political parties about the polity and the
most important interests of the State were insurmountable. The
Vidovdan Constitution, which was supposed to be an attempt to
legalize a single Nation State, denied the reality in which there
were great interethnic differences and a clear desire of a large
part of the Kingdom to keep its own political, national and
cultural identity. During the 1920s, the persistent disregard for
the political views and wishes of Croatian politicians increasingly
burdened the very functioning of the State. The largest political
parties - Radical, Democratic and Croatian Peasants Party - slowly
sank into party and factional quarrels and corruption scandals.
At that time, foreign diplomats even wrote that the entire
government in the country was so heavily burdened with
corruption that only a coup detat could stand in its way and
put the State on a sound footing.”” Combined with the absence

" Annual Report of the British Ambassador to the Kingdom of Yugoslavia for
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of parliamentary traditions, low political and general culture,
a multitude of unskilled MPs and constant party struggles,
incendiary parliamentary speeches and irresponsible demagogic
phrases with the press that only ignited a fire in an already
overheated political life, almost inevitably led to an unprecedented
murder in the history of European parliamentarism. The bloodshed
in the Assembly in June 1928, when the deputies and the leader
of the Croatian Peasants Party were killed, deepened the existing
gap, misunderstanding and exclusivity in the relations between
Serbs and Croats and led to a State, constitutional and parliamen-
tary crisis.

For these reasons, on January 6, 1929, King Alexander decided
to dissolve the Assembly, ban the activities of all political parties,
repeal the Constitution and proclaim the Kingdom of Yugoslavia
as a hereditary Monarchy in which he was the bearer of all power
in the country, commander of military force and holder of legisla-
tive power. Surrounded by a group of court radicals and democrats,
as well as several Croatian and Slovenian politicians who did not
enjoy the support of their own parties, let alone the people, the
King tried to merge the so-called “Three-named people” into one
tribe and build a strong (one) Nation-State. This again led to the
fact that the State crisis only deepened over time, the idea of
Yugoslavia was completely devalued and resulted in the complete
and tragic defeat of King Alexander himself.”

While trying to catch up in such turbulent political and thus eco-
nomic conditions in Yugoslavia, the AJB’s patronage banks found
themselves almost at the same time in the whirlpool of a severe

1928. Z. Avrampvski, Britanci o Kraljevini Jugoslaviji, godisnji izvesStaji
Britanskog poslanstva u Beogradu 1921-1938, Volume 1 (Beograd; Arhiv
Jugoslavije, 1986)

% 1. Dobrivojevi¢, Drzavna represija u doba diktature Kralja Aleksandra 1929

- 1935, (Beograd; ISI, 2006), p.38.
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crisis in European banking, caused by the Great Depression in
America, in October 1929. Namely, the consequence of the col-
lapse of the stock market and the slight decline in the amount of
money in circulation during the 1930s was a severe recession in
the United States. According to the famous economist Milton
Friedman, even if that recession ended in the late 1930s or early
1931, “which could have happened if there had not been a mone-
tary collapse”, it would have been considered one of the worst
recessions to remember.”

In the years before the outhreak of the Great Depression, joint
efforts to maintain the gold standard, to determine the amount
of reparations and to establish ways of paying war debts, in some
way prevented any possibility of creating protectionist economic
policies of democratic countries. Even at the World Economic Con-
ference in 1927, the preliminary general agreement on the freezing
of customs duties was almost completed. Unfortunately, the final
document was not prepared for ratification until 1930, when it was
too late. France, Italy and Australia were the first to take steps to
stabilize tariffs in 1929, but then a new rise in US tariffs followed,
which initiated a real race to establish economic protectionism on a
global scale. In February 1930, the United States did not send any
of its delegates to a meeting at which an international moratorium
on high tariffs was to be finally adopted. Instead, the Republican
majority in Congress passed the new and in many ways embarrass-
ing Smut-Holly Customs Act, which raised tariffs on most goods
imported into the United States. Although historians are still
arguing about the intensity of the impact of Smut-Holly’s Law
on the world economy, there is no doubt as to what message this
law sent to the rest of the world. It was, therefore, interpreted as a
clear American refusal to lead the world in its efforts to get out of

? M. Friedman, R. Friedman, Sloboda izbora, Liéni stav (Novi Sad; Global
book, 1996), p.99.
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the Depression together. Therefore, by the end of 1930, Canada,
Mexico, Cuba, France, Spain, Switzerland, Australia, and New
Zealand had raised tariffs on American products. By the end of
1932, many nations had adopted a similar economic policy that
could easily be interpreted as a “beggar thy neighbour policy”.*®

As more than four billion dollars in shares lost their value during
the collapse of the New York Stock Exchange, the withdrawal of
American, mostly short-term loans from Europe, almost naturally
followed, which caused additional catastrophic consequences for
the European economy. The inability of agriculture, mining,
industrial production and transport to make normal profits has
led to huge unemployment and the decline of untapped production
potentials. The fall in the prices of a large number of primary
products (up to 40-50%), then the shares of leading industrial
companies, as well as the fall in the prices of bonds and fixed-
rate bills, resulted in a severe banking crisis, which began in
Europe on May 11, 1931, with the collapse of “mammoth banking
institution” Ostereichseche Credit Anstalt fuer Hendel und Gewerbe
in Vienna. The ensuing chain reaction brought the hitherto
largest private banks in Czechoslovakia, Hungary and Yugoslavia
into a difficult situation. It was a consequence of the connection of
financial, industrial and commercial capital, and in a similar way
it was felt, in the period from 1931 to 1935, almost in the whole of
Europe. 1

100V Aleksié, Velika svetska ekonomska kriza u SAD: model drustva u krizi,
(Beograd: Stubovi kulture, 2010), p.166.

11 More on the collapse of Credit-Anstali see: Ein Jahrhundert Creditanstali-
Bankverein 1855-1955, (Wien: Credit-Anstalt-Bankverein, 1957), 210-227;
D. Stiefel, “Die Krise der Credit-Anstalt in den 1930er Jahren und ihre
Folgen fur das osterreichische Bankensystem, Zum Thema »Bankrott«”,
Osterreichische Zeitschrift fur Geschichtswissenschaften: OZG 19.2008.3,
pp-117-141; ibid, “Die Saniernug und Konsolidierung der Osterreichischen
Banken 1931 bis 19347, 150 Jahre osterreichische Bankengeschichte im
Zentrum Europas, eds. O. Rathkolb et al. (Wien: Bank Austria Creditanstalt,
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Deeply worried that a severe financial crisis in Central Europe
could undermine the gold standard and dangerously shake the
already weakened democratic government in Germany, the United
States declared a one-year international moratorium on repara-
tions and war debts in June 1931. However, this plan came too
late and did not contribute to ending the financial crisis in Ger-
many. All German banks were closed on July 13, 1931. The British
Labor government fell in August of the same year. Rejecting
the accusations of the French government and the advice of his
Secretary of State Henry Stimson, US President Hoover refused to
ask Congress to approve a loan to Germany. Instead, the United
States stayed away when the financial panic spread from Central
Europe to Britain.!%?

During the Great Depression, countries of the gold exchange
standard began converting their foreign exchange reserves, first
the pound and then the dollar into gold, for fear of depreciating
the pound and the dollar. In the second half of 1931, the Banque
de France began the process of liquidating the foreign exchange
part of the monetary reserves, demanding from the Bank of Eng-
land the conversion of pounds into gold. This example of France
was followed by other countries, which put pressure on the gold
reserves of the Bank of England. With the fact that the pound
returned to the gold standard in 1925 at the estimated currency
parity, maintained by a strong deflationary policy, the conversion
of the pound into gold by French and other central banks, as well
as the flight of private capital from the pound, made the pound in
September 1931 abandon gold bullion standard and move on to
floating exhange rate against ‘golden bloc’ currencies. In this way,

2005), pp.196-211; C. NatmeBnig, “Wege zur Wahrungssanierung und Beginn
der Bankenkonzentration auf dem Wiener Platz”, ebd, 162-179; F. Weber,
“GroBle Hoffnungen und k(l)eine Erfolge. Zur Vorgeschichte der osterre-
ichischen Finanzkrise von 19317, ebd, pp.180-195.

12V, Aleksié, ibid, p.167.
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the British pound lost, in just a few days, almost a quarter of its
previous value in relation to the dollar. Until December, it was
worth only 3.25 US dollars. This depreciation made overseas Bri-
tish goods cheaper; and given that British industry was heavily
dependent on exports, this helped prevent a sharp economic down-
turn in the UK. Soon the other 25 countries followed suit and abol-
ished the gold standard, also hoping it would help regulate the
market value of their currencies against the pound. However, the
United States, France, Italy and South Africa as well as many other
countries have retained the gold standard. All this resulted in the
multiplication of monetary agreements, which complicated and
then depressed the world economy.'%

Thus, in the fall of 1931, the already existing crisis in the United
States flared up, after the Banque de France and other members
of the gold bloc began to convert their dollar reserves into gold. In
this way, during 1931 and 1932, in 24 European countries, there
was a decrease in foreign exchange reserves by 1.8 billion dollars
and a simultaneous increase in total gold reserves by one billion
dollars. The outflow of gold from the countries of reserve curren-
cies - Great Britain and the United States, only worsened the
crisis and finally led, after the fall of the pound, to a currency war
in which the countries sought to stimulate economic growth and
come out of the crisis implementing the policy of competitive
devaluation. The consequence was a deviation from the payment
of debts. No one could buy American products anymore, and the
American policy of foreign loans, as a substitute for free trade,
became meaningless.'"*

1% More on the currency see: B. Eichengreen, Golden Fetters: The Gold Standard
and the Great Depression, 1919-1939, (Oxford University Press,1995),
pp-258-287; C. P, Kindleberger, A Financial History of Western Europe,
(Oxford University Press, 1993), pp.366-379; L. Chandler, ,,Monetarna poli-
tika“, Spasavanje americkog kapitalizma, Jedan liberalni ekonomski pro-

gram (Zagreb: Kultura, 1954), pp.241-255.
19 Thid.
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The withdrawal of short-term American loans placed in German
and Austrian banks led to a severe banking crisis after the collapse
of the then largest Austrian bank. As we have already seen, the
Rothschild family played a key role in founding the Osterreichi-
schen Credit-Anstalt fiir Handel und Gewerbe (Credit-Anstalt) in
1855 and dominated this bank until the 1931 crisis. Its strength
was reflected in the fact that already during the War, in 1918, it
increased its share capital to 200 million crowns. In the following
years, from 1919 to 1923, seven further capital increases followed,
which eventually led to the share capital being in the total amount
of 20 billion crowns.!® Already at the first capital increase after
the end of the War in 1919, a third of the newly issued shares were
taken over by the American investment banks Kuhn, Loeb & Co,
New York and the Guaranty Trust Company of New York.!” In

1 Ein Jahrhundert Creditanstalt-Bankverein 1855-1955, (Wien: Creditanstalt-
Bankverein, 1957), p.164.
1% Kuhn, Loeb & Co was the strongest investment bank of American Jews,
founded in 1867 to finance the construction of American railroads. The
founders were Abraham Kuhn and his son-in-law Solomon Loeb. It was a
great success in the late 19th and early 20th centuries, under the leadership
of Jacob H. Schiff, son-in-law of Solomon Loeb, when it became one of the
most influential investment banks in the United States and a major rival to
another large investment bank, JP Morgan & Co. In the years after Schiff’s
death, from 1920 the company was run by Otto Kahn and Felix Warburg.
They then performed on the European financial scene together with Morgan’s
Guaranty Trust Company of New York, which at that time was run by the
famous Eugene W. Stetson, who was said to be the key to the larger question
of who got capital. Stetson had a skill at creating and sustaining personal rela-
tionships. This certainly makes sense if we take into account that at the time
of the so-called gentleman-bankers cooperation among the German-American
Jewish elite was very common. Accordingly, partners Kuhn and Loeb were
closely related in family and business with J. & W. Seligman & Co., Speier
& Co., Goldman Sachs & Co., Lehman Brothers and other reputable Jewish
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cases of subsequent capital increases, an arrangement was made
that agreements on the takeover of certain packages of shares
could be concluded with Dutch and English financial circles. In
the next two years, these US investment banks, with the partic-
ipation of M. M. Warburg & Co. from Hamburg, enabled Credit-
Anstalt to establish the International Acceptance Bank New York,
which provided loans exclusively to Austrian industrial companies
that were under the auspices of Credit-Anstalt.

In the Netherlands, in 1920, Credit-Anstalt took a 50% stake in the
newly established Amstelbank in Amsterdam, in which the banks
S. M. von Rothschild and Hope & Co. from Amsterdam as well
as the Niederldndische Handelsgesellschaft also had an interest.
The well-known English Prudential Insurance Company from Lon-
don has also taken over an important package of shares of this
new banking institution. In the following years, Amstelbank from
Amsterdam, in cooperation with other foreign friends of Credit-
Anstalt, developed as a decisive factor in the Austrian credit busi-
ness. Relations with German banking circles were soon expanded.
Since 1922, Credit-Anstalt has been participating in the work of
the Bank fiir auswdrtigen Handel in Berlin, while all its branches,
subsidiaries and agencies in Prague, Brno, Karlovy Vary, Gablonac
and other places that became part of Czechoslovakia have become
part of the Bohmische Escomptebank, which then changed its name
to Bohmische Escomptebank und Credit-Anstalt, Prague. With the
Ungarischen Allgemeinen Creditbank from Budapest, it founded

companies. Between the two World Wars, close relations existed especially
between Kuhn, Loeb & Co. and M. M. Warburg & Co. from Hamburg, (espe-
cially through Paul and Felix Warburg), who were Kuhn, Loeb’s partners,
see: S. Birmingham, Our Crowd - The Great Jewish Families of New York
(London; Futura Booke, 1967), pp.8-9; C. R. Geisst, The Last Partnerships:
Inside the Great Wall Street Money Dynasties (New York; McGraw Hill,
2001), p.40; R. Chernow, The Warburgs: The Twentieth-Century Odyssey of
a Remarkable Jewish Family, (New York: Random House, 1993)
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the Slowakische Allgemeine Creditbank from Bratislava in 1921,
which enabled it to enter the Slovak economic space. Credit-
Anstalt made a very similar agreement with Warschauer Disconto-
Bank, which took over its branch in Poland, while a spe-
cial decree extended the agreement with another Polish bank,
Aktienhypothekenbank, which allowed it to continue its business
activities in this country on a different basis. In Italy, it trans-
ferred all the operations of its branches and subsidiaries in Trieste,
Gorizia and Pula to the Italian group of banks led by Banca
Commerciale Triestina for a certain fee. In Yugoslavia, it
transferred the activities of its branch in Ljubljana to the newly
established affiliate Kreditanstalt fiir Handel und Industrie, in
which it had a majority stake. Other agreements of interest were
concluded with Anstalt und der Agrar-und Industrie Bank AG from
Belgrade, with the Allgemeine Kroatische Kreditbank AG from
Zagreb as well as with Handels und Gewerbebank AG from Novi
Sad'107

Thus, Credit-Anstalt, mostly thanks to the support of invest-
ment companies of American and German dJews, after the First
World War became a symbol of resilience of Austrian banking,
controlling through its loans between 70-80% of Austrian indus-
try and trade as well as a large number of industrial compa-
nies and banks in successor states of Austro-Hungary. Since the
mid-1920s, half of the shares in this bank have been held by the
banks: Anglo-International Bank Ltd. from London (formed by
merging the former Anglo-Osterreichische Bank and the British
Trade Corporation), the Schweizerischer Bankverein from Basel
and the Amstelbank from Amsterdam.'%

7 Ein Jahrhundert Creditanstalt-Bankverein, p.165.

1% Anglo-International Bank Ltd was incorporated as a limited liability company
in September 1926, with a capital of £2.36m, on the amalgamation of Anglo-
Austrian Bank (est. 1863) and the British Trade Corporation (est. 1917). The
Bank of England and Glyn, Mills & Co were the largest banking shareholders
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The capital of Western European countries was unwilling to invest
directly in the countries of Southeast Europe and preferred to use
the mediation of Viennese banks, which, as we could see, had long
been an integral part of the international financial system. For
Austrian banks, and especially the largest Credit-Anstalt, reducing
business activity to a small area of the Republic of Austria could
not be an option. The retention of Central European positions,
even under difficult conditions, was completely in line with the
economic needs not only of the bank but also of the Austrian state.
However, the European economic boom of the 1920s did not live
up to expectations. There was no significant economic growth in
Austria, so the financial losses as a result of the War and inflation
could not be compensated. During the 1920s, the number of banks
decreased due to liquidations and takeovers of smaller ones by
larger banks (from 358 banks in 1923 to 150 in 1935). The most
dramatic case was the rescue of Vienna’s Bodencredit-Anstaltbank
in 1929, which put Credit-Anstalt and its president Louis N.
Rothschild under enormous political pressure to take it over. This
created a giant on glass legs that two years later, in the midst of
the global economic crisis, became 1illiquid. Namely, in May 1931,
Credit-Anstalt suffered new losses in the amount of 140 million
shillings or 1,200 million dinars at the time, which, for example,
amounted to exactly as much as the total bill of exchange port-
folio of the National Bank of the Kingdom of Yugoslavia. Not only
were the Bank’s reserves lost, but more than half of the share
capital was lost, which meant that the Bank had to close its

and Herbert Alexander Lawrence, chairman of Glyn, Mills & Co, was the
bank’s first chairman. Anglo-International Bank Ltd was formed to aid allied
reconstruction proposals for Germany and the Austrian empire and to avoid
the liquidation of Anglo-Austrian Bank and the collapse of the British Trade
Corporation, both of which would have severely damaged Britain’s banking
reputation on the continent, see: Anglo-International Bank Ltd: https://www.
rbs.com/heritage/companies/anglo-international-bank-ltd.html (approached
on June 15th 2020); Elaborat o britanskom kapitalu, p.101.
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counters and carry out liquidation. In order to preserve the trust
of foreign creditors, on whose loans the business activity of this
Bank was based, but also to save the Austrian economy, its
rehabilitation was taken over by the Austrian government and its
National Bank.

In the middle of the same month, Austrian Chancellor Otto Ender
was able to present a recovery plan that included the government
making 100 million shillings available, the National Bank and
the Austrian Rothschild house 30 million shillings each, while the
release of hidden reserves yielded another 40 million shillings as
well as another 29.4 million shillings thanks to the 25% devalu-
ation. Due to taking over almost 40% of the Bank’s losses, the
public sector received 43% of the share capital from the “reorgan-
1zed” Credit-Anstalt. This was a surprisingly large sum, consi-
dering that the amount of the Austrian budget at a time when the
State was already facing a drop in tax revenues due to the begin-
ning of the global economic crisis, was barely two billion shillings.
Fortunately, foreign creditors were quite responsible and ini-
tially stayed in the Bank with a capital of about 500 million shil-
lings. Approximately half of the share capital and half of the loans
granted to Credit-Anstalt came from abroad, and the list of for-
eign creditors included the most important names from the world
of international finance at the time. In mid-May 1931, under the
leadership of the London branch of the House of Rothschild and
the Bank of England, they established the Austrian Credit Anstalt
International Committee in London, which comprised approxi-
mately 102 of the 130 foreign banks.!'

Unfortunately, this agreement was not sustainable for a long time
because it turned out that the real debt of the Bank was as much
as 900 million shillings. In an attempt to get out of the crisis, the

198, Dieter, ibid, pp.117-141.
110 Ibid.
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foreign exchange reserves of the National Bank were devastated,
two Austrian governments fell, which, as a new shareholder of
Credit-Anstalt, withdrew most of the Bank’s financial placement
from other countries, including Yugoslavia, in which it owned
several of its banking and industrial affiliations. The chain reac-
tion that followed brought the then largest private banks in Yugo-
slavia, Prva hrvatska Stedionica (First Croatian Savings Bank)
and the Jugoslovenska udruzena banka (hereafter Jugoslawische
Unionbank) into a difficult situation. It was precisely a consequence
of the connection between financial, industrial and commercial
capital, and in a similar way it was felt, in the period from 1931 to
1935, almost in the whole of Europe. In Germany, the government,
in cooperation with the Central Bank, also intervened in the
rehabilitation of private banks, which were hit hard by the crisis.
As a result of this intervention, three of the four largest private
banks in Germany became state-owned, while Deutsche Bank und
Disconto Gesellschaft was formed as the only large private bank.!!!

While the capital crisis was an economic phenomenon, resulting
from the scarcity of the world capital market, the credit crisis was
in fact a crisis of confidence, which in difficult economic circum-
stances turned into panic distrust of banks. “Panic literally means
that banks should pay off all the capital (to their creditors), which
they have accumulated with them for many decades, and which they
have placed in various ways, in a relatively short period of time.
Panic means that whoever owes needs to return a dabt as soon
as possible.”’? In the case of Germany, that meant that its banks
had to return around 25 billion marks within a few months, and

""" This bank was created by merging the two oldest German banks: Disconto

Gesellschaft and Deutsche Bank: Narodno blagostanje, several texts from
1931

12 V. Bajki¢, Bankarski moratorijum - Kakve se lekcije mogu izvuéi iz pojed-
inih dogadaja u Nematkoj i MadZzarskoj, Narodno blagostanje, 111, no. 31,
Beograd, 1. August 1931, p.482.
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banks in Romania, Hungary, Yugoslavia and a little later in most
other European countries found themselves in a similar position.
This was followed by the introduction of a moratorium in Germa-
ny and Hungary, whose main feature was the ban on giving loans,
but also other people’s funds needed to continue production. Since
economic life needed constant circulation of money, the moratorium
introduced in these countries caused a complete paralysis of eco-
nomic life and created a crisis of money and capital.

Immediately before the outbreak of the economic crisis, the patro-
nage banks of the AJB very successfully started the business of
their new affiliation in Yugoslavia, which after the first year of
operation was at the very top of the ladder, when it comes to pri-
vate banks in the Kingdom. From the very beginning, it followed
a completely original, modern and almost unknown path for the
Yugoslav space. The main feature of this kind of business was the
concentration on a small number of then very large and solvent cli-
ents. The credit relationship between the Bank and the customers
was alternative, 1.e. business relations were most often established
through countercurrents. These were mainly large companies that
from time to time had needs for capital and periodically at the dis-
posal of the same, so that occasionally they were debtors for large
sums and occasionally creditors of large amounts.

Thus, from the very beginning in 1928, the concern Slaveks d.d.
entered the sphere of interest of AJB for the forest industry, with
headquarters in Zagreb, within which were the companies: Slaveks,
Turcica sinovi d.d. for forest industry and Zvecevo Novo forest
industrial d.d. as well as Binder and Polgar d.d. wood wholesale and
Joint Stock Company for Oak Exploitation (Akcionarsko drustvo za
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eksploataciju hrastovog drveta) in Zagreb.!'®> Under the auspices
of the Bank were then the United Paper Mills Vevce, Medvode
and Goricane d.d. from Ljubljana, Elin d.d. for the Electrical Indu-
stry from Zagreb (affiliation of the company of the same name
from Vienna) and Vardar Shareholding Insurance Company from

Belgrade.'*

In the interwar period, there was a great interest of representa-
tives of foreign capital in the Yugoslav wood industry, as the lar-
gest and most developed export industry in the Kingdom. In order
to bring Yugoslav goods to the Western European market under the
most favorable conditions, they tried to participate in the work of
these industrial companies through the AJB. Slaveks was thus in
second place in terms of the amount of foreign capital engaged in
the wood industry companies of the Kingdom. While the founding
capital amounted to 15 million dinars, foreign investment in the
form of loans and credits, at one point, amounted to 23.5 million
dinars.'*® The board of directors included well-known names: Nikola
Berkovi¢, Franjo Braum, Vasilije Jovanovi¢, Mavro Kandel, Alfred
Schwartz, Fanta Richard, Franz Rottenberg and Alfred Spitz (who
was also the general director). The Supervisory Board consisted of
Marko Bauer and Juraj Pejanovic.''s This concern produced veneer,

135 AJ, 151-1-1; V. Rozenberg, J. Kosti¢, Ko finansira jugoslovensku privredu,
driava - banke - inostrani i domaéci kapital u sluxbi privrede, (Beograd:
Balkanske Stampe, 1940), 142-143. The headquarters of the last two com-
panies, as well as Slaveks itself, were located in the same building on Savéic
Square no.13 in Zagreb, see: Almanah grada Zagreba (Zagreb: Tiskara
C.Albrecht, Year I, 1931), p.271.

AT, 151-1-1

15°AJ, 151-11-21: Minutes from the XIV regular annual assembly of Slaveks d.d.
for the forest industry in Zagreb, dated November 10, 1934, where based on
the “testimony of the present shareholders” it could be seen that the larg-
est shareholders of the company were Creditanstalt-Wiener Bankverein and
AJB, while domestic Jewish businessmen held the rest of the shares of this
company.

16 1. Zebec Silj, Zagrebacka industrija 1935-1939. u kontekstu meduratnog
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firewood, railway sleepers, telegraph poles and placed them mainly
on the Italian and English markets. It owned industrial plants in
Slavonski Brod, where, under the then most modern technological
conditions, Slavonian oak, which is highly valued in the world, was
cultivated, as well as a turner in Pakrac, which processed beech
from Pakrac forests, whose owner was Slaveks. For its easier
exploitation, it also owned an industrial railway in the length of
70 kilometers. Binder and Polgar d.d. owned a sawmill in Zemun,
which employed about 160 workers, who were provided with free
accommodation, heating and electricity in addition to their daily
allowance.!'?

The Deonicarsko drustvo za eksploataciju hrastovog drveta (Share-
holding Company for the Exploitation of Oak Wood) was formed in
due time from the first factory for the exploitation of oak extract,
founded in 1883. In the Board of Directors of this company, as
well as in the Board of Directors of the Tvornica tanina d.d. Sisak
(Tannin Factory Shareholding Company, Sisak) sat the same peo-
ple connected with the management of AJB: Hugo Weinberger,
Vladimir Arko, Franjo Braum as well as Mavro Binder, Dragutin
Binder, Zoltan Polgar and Milan Schwarz. Somewhat later, they
joined a group of seven Yugoslav tannin factories, which, in order
to place this product more efficiently, joined a special “sales organ-
1zation” (cartel) called Tanin d.d. za promet proizvoda za stro-
jenje koze (Tanin d.d. for the sale of leather tanning products)
from Zagreb."'® The director of this cartel, Franjo Braum, was at
the same time a member of the Supervisory Board of AJB and at

gospodarskog razvoja (Zagreb; Institut drustvenih znanosti Ivo Pilar, 2018),
p-122.

"7 “Aktuelni problemi nase drvarske privrede”, Industrijska odbrana, spec.
edition 3 - 4, III, Beograd, March-April 1935, p.12, p.30; S. Dimitrijevi¢,
Strani kapital u privredi bivse Jugoslavije, (Beograd: Nolit, 1952), p.122.

18 J. Lakato$, Jugoslovenska privreda (Zagreb: Jubilee edition “Jugoslavenski
Lloyd”, 1933), p.273.
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one time the commissioner of the National Council of SCS for the
finances of Croatia, as well as the author of many financial and
economic works.!

The Zdruzene papirnice Vevce, Medvode in Goricane d.d. (United
paper mills Vevée, Medvode and Goricane Shareholding Company)
was the oldest industrial company in Slovenia. It was nationalized
in 1920 and passed into Slovenian hands, with four-fifths of the
shares in the hands of Kreditanstalt fiir Handel und Industrie from
Ljubljana (affiliates of Credit-Anstalt). Under her auspices, the
joint-stock company Zdruzena papirnice Vevce, Goricane 1 Medvode
was formed, which, according to the size of the founding capital (in
the amount of 5 million dinars) as well as the realized investments,
quickly found itself in the first place in the paper industry in
Slovenia.'*

In this large industrial family, the youngest was the Shareholding
Insurance Company Vardar from Belgrade, founded in 1922 with
a share capital of 3 million dinars, which was supposed to be a
counterpart to the Insurance Company Sava, which was founded
a year earlier by Assicurazioni Generali (which had 40% of the
principal) and large banking institutions Jugoslawische Unionbank,
Jadransko-Podunavska banka, Prva Hrvatska Stedionica, Srpska
banka, Landesbank fiir Bosnien und Herzegovina and Zemaljska
Banka Beograd (with ownership over 60% of the capital). The
Insurance Company Vardar did not differ much from other
companies in the country and referred to the conclusion of cont-
racts on all types insurance directly and indirectly, as well as
co-insurance and reinsurance contracts. It also had four branches

Y Ko je ko u Jugoslavijti, p.20.

120 J. Sorn, “Razvoj industrije v Sloveniji med obema vojnama”, Kronika - ¢aso-
pis za slovensko krajevno zgodovino, book VII, no. 1, Ljubljana, 1959, p.17;
D. Cafuta, “Zgodovina goritanske papirnice in tovarne celuloze ter obratov v

Medvodah in na Verju”, Od Jakoba do Jakoba (2006), pp.133-143.
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in the largest Yugoslav cities: Zagreb, Ljubljana, Sarajevo and Novi
Sad. In 1933, it merged with the Insurance Companies Triglav and
Herceg-Bosna into a new insurance company Ujedinjeno, getting
another branch in Ljubljana.!*!

And as in the past, when it tried to ensure its survival by gran-
ting special loans, so in 1928, Wiener Bankverein, through its new
affiliation, granted a loan to the city of Zagreb in the amount of $
500,000.1%2 As almost all the companies of its concern were located
in the northwestern parts of Yugoslavia, the focus of commercial
affairs and transactions was in the Zagreb office. Hence its favo-
ring in relation to the second main headquarters in Belgrade,
although we often come across cases in sources and literature that
Zagreb was considered the exclusive headquarters of the AJB.'%
If we look at the names of the Yugoslav representatives in the
Bank’s management, we will see that they were the most emi-
nent personalities of Croatian economic life. Thus, Vladimir Arko,
a great Croatian industrialist, was the president of the Chamber of
Commerce and Crafts until 1929, when he became the president
of the Association of Industrialists for the Sava Banovina. At the
same time, he remained a deputy of the Chamber and president
of the Industrial Department until 1935 and the election of new
deputies. He was the owner of several factories for the production
of spirit, yeast and liqueurs, which, together with houses for offi-
cials and barracks for workers, included large districts of Zagreb:

21 J. Lakato$, ibid, p.303.

22°AJ, 151-1-1

12 Thid: The directorate in Belgrade was obliged to report on all business trans-
actions and personnel changes to the Zagreb office, which forwarded these
reports to Vienna, to the Executive Board of Wiener Bankverein. Also, the
director of the Zagreb Office, Hugo Weinberger, was informally considered
the general director of the AJB; see also: Lj.St. Kosier, “Zagrebatko ban-
karstvo”, Bankarstvo, no. 2, Zagreb, February 1929, p.50.
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Lascéincak and Pescenica.'** Due to his functions and advocacy for
economic cooperation with Belgrade, Vladimir Arko was considered
a “regime man”, most likely only because it was believed that the
former Secretary General of the Chamber of Commerce and Crafts
in Zagreb, Peroslav Paskievi¢-Cikara, was retired as a sharp oppo-
nent of the centralist Belgrade regime.'” Adolf Cuvaj, son of Ban
Slavko Cuvaj, former head of the Ministry of Social Policy of the
Kingdom and part-time assistant professor at the Economic and
Commercial College in Zagreb, was appointed in his place, when
he was also considered a follower of the Belgrade regime, regard-
less the fact that he was a member of the supervisory boards of
almost all major Croatian companies, being an expert for economic
1ssues.'® A great Croatian industrialist in the management of AJB
was also Milan Mari¢, president of Anglo-jugoslovensko Petrole;-
sko d.d. (Anglo-Yugoslav Petroleum Shareholding Company) in
Zagreb, but also the owner of 25% of the shares of this company,
in which most of the shares were in the hands of Asiatis Petroleum
Co. Ltd. from London (member of the large concern Shell - Royal
Dutch).’?" It 1s particularly significant to mention the importance

2t Almanah grada Zagreba, 1931, p.513; Vladimir Arko was born in 1888
in Zagreb. He was a Slovene by nationality. He graduated from the Trade
Academyin Zagreb and oenological and pomological studiesin Klosterneuburg,

as well as chemical studies in San Mikael, see also: Ko je ko u Jugoslaviji,
Beograd, 1928, p.9.

1 M. Kolar, M. Joviti¢c, Organized craft in Croatia: 1852.-2002 (Zagreb:
Hrvatska obrtnicka komora: Dom i svijet, 2002), p.22.
126

Adolf Cuvaj was born in 1882 in Zagreb. He graduated from the University
of Vienna and Kolosvar as well as the Export Academy in Vienna. He was the
head of the Emigration Commissariat and the vice-president of the Association
for the Trade of Foreigners in Zagreb, which is why he was hired as a repre-
sentative of the company “Royal Mail Lines” Ltd. from London for the trans-
port of emigrants, mainly to South America, see in: Ko je ko u Jugoslaviji, 23;
Elaborat o britanskom kapitalu, p.174.

27 He was born as Milan Mayer in 1885 in Zagreb. After graduating from high
school and college in Zagreb, he attended economics and chemistry at the
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of the engagement of the former President of the National Assem-
bly of the Kingdom of Serbs, Croats and Slovenes and one of the
most prominent members of the Democratic Party, Ivan Ribar. He
represented not only the connection with the most important polit-
ical figures in the country, but also the bridge that connected those
personalities with foreign as well as Croatian economic represen-
tatives engaged in the work of the AJB.'2

In Belgrade, where the second seat of the Bank was located, where
the sessions of the Management and Supervisory Boards were held,
as well as the regular annual General Meeting of Shareholders, no
important decisions were made. The Bank’s business policy was
decided in Vienna and Zagreb.'” However, Serbian economic and
political representatives in the administration, especially Vladimir
DPordevi¢ and Vasilije I. Jovanovié, tried to transfer part of the
business to Belgrade and Serbia. In a letter sent to Director Hugo
Weinberger in December 1930, they proposed the establishment of
an affiliation in Skopje “given the enormous economic wealth and
favorable development of trade, industry and the general economy
in the southern parts of our country.”**® According to them, it was

universities of Paris, Berlin and Leipzig. Together with his brother Artur
Mayer (industrialist and doctor of philosophy), he entered into negotiations
in 1921 with the aforementioned British concern for mediation in the distri-
bution of Shell’s products in Yugoslavia; At the beginning of the century, the
brothers changed their surname to Mari¢, and in 1933, they sold their shares
in this company for 32 million dinars, see in: Ko je ko u Jugoslaviji, p.87;
Elaborat o britanskom kapitalu, p.143, p.306.

1% Ivan Ribar was a full two years (from 1928 to 1930) on the Board of Directors
of the Bank without being on the list of shareholders who deposited their
shares, which only confirms the special role he played in the work of the AJB,
see: AJ -65-1127- 2111, Minutes of I, II and III Assemblies of Shareholders
with lists of deposited shares from 1928, 1929 and 1930

12 See remark. no. 222
130 AJ, 151-4-4, File of director Hugo Weinberger: a letter written by V. Dordevi¢
and V. Jovanovic addressed to director Weinberger in Zagreb, December 26,

1930

157



158

FROM AFFILIATION TO NAZIFICATION

much easier, safer and more useful to have an affiliation with an
old banking institution that has been working solidly in Skopje
for years, such as the bank Stara Srbija, which was founded as
a headquarters by existing banks in the southern parts of Serbia:
Pecka trgovacko-industrijska banka, Pristinska banka, Urosevacka
banka, Gnjilanska banka, Vucitrnska banka and Juzno-srpska
banka from Kosovska Mitrovica, which would enable the business
turnover to expand as soon as possible to the territory that Ser-
bia acquired after the BalkanWars and the First World War.!
However, this proposal has never been taken seriously. Serbia was
seen as a market that gave better results in retail operations, with
a larger number of creditors, and in addition, in Serbia at that
time there was already mentioned plurality of banking relations
and “secrecy” towards the creditor, in contrast to Croatia and Slo-
venia, where, under the influence of the German-Austrian bank-
ing system, it was completely excluded that the client of one bank
takes loans from other banks at the same time. Precisely for these
reasons, AJB did not then invest large capital in Serbian com-
panies, while a certain participation in some of them was condi-
tioned more by narrow business-political than economic-financial
interests. Thus, at that time, larger loans were granted only to the
Belgrade Leather Factory Beli Orao a.d., whose president of the
Board was Vasilije I. Jovanovi¢, and among the members were
the already mentioned court democrats Dragisa Mateji¢, Mihajlo
Marinkovi¢ and Milan Todorovic.'*> Larger loans were also gran-
ted to the Prva srpska livnica gvozda 1 metala Godevac a.d. (First
Serbian Iron and Metal Foundry Godjevac Shareholding Com-
pany) and to the industrialist Vladimir Dordevi¢c. It is possible
that any refusal to transfer, if not the focus, then at least part of

131 Thid.
132 J. Lakato§, ibid, p.303
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the Bank’s large business to Serbia, influenced Vladimir Dordevic
to completely withdraw from the AJB management in 1931.13

As in Vojvodina there were the best conditions for the placement
of capital or the granting of loans “on the basis of real estate”, the
first branch of the AJB was opened in Novi Sad, on May 20%,
1929."** The Belgrade Office was responsible for the operations
of this branch, while the operations of the branch in Ljubljana,
founded two years later, was under the auspices of the Zagreb
Office.’ According to the report of the Bank’s Board of Directors
for the business year 1932, the Novi Sad branch operated with a
profit of 297,000 dinars, while the branch in Ljubljana recorded
a loss of as much as 450,000 dinars.”®® It was a time when a
severe economic crisis prevailed in Yugoslavia as well, which
took its toll precisely in the most industrially developed parts of
the country, such as Croatia and Slovenia. This, along with the
changes that had occurred in the patronage institutions abroad,
would certainly be reflected in the balance of power in the AJB
itself, where over time the Belgrade office would take the lead.

3 AJ, 151-15-30, files on granted loans of the Belgrade Office of AJB, 1928 -
1934; Announcement of the AJB, on the termination of V. Djordjevi¢’s mem-
bership in the Board of Directors of the Bank, June 20, 1931

134 AJ, 151-10-17, Decision of the Novi Sad District Court no. 33 on the establish-
ment of the AJB branch in Novi Sad, May 20", 1929

%5 AJ, 151-10-18, Announcement on the establishment of the Ljubljana branch
of the AJB, May 30™, 1931

30 AJ, 151-1-1.
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THE AGE OF RESTRUCTURING AND
FINANCIAL STAGNATION

Of all the patronage banks of the AJB, only the Austrian Wiener
Bankverein in 1931 fell victim to the credit panic that arose among
foreign and domestic creditors. As its number of creditors was
smaller, and the financial strength of patronage banking institu-
tions was much greater than that of Credit-Anstalt, the possibil-
ity of reorganization and rehabilitation from its own funds was
much greater. As early as July 1932, it restructured by writing off
about 45 million shillings of debt and issuing 23 million shillings in
new shares, most of which were foreign-owned. However, the diffi-
cult situation of Belgian and Swiss banking led to the fact that in
March 1933, in addition to the obligation to pay nineteen million
shillings, Wiener Bankverein was in danger of losing its reserves
and share capital completely.'*’

Belgian banking showed great resilience in the first years of the
crisis, thanks to the radical process of bank mergers when their
number dropped from 99 (at the end of 1930) to 66 (at the end of
1931) in just one year. In this way, a greater concentration of capi-
tal was achieved “and security, instead of the probability of large

BT D. Stiefel, “Die Krise der Credit-Anstalt in den 1930er Jahren und ihre
Folgen fur das osterreichische Bankensystem”, Zum Thema »Bankrott«,
Osterreichische Zeitschrift fur Geschichtswissenschaften: OZG 19.2008.3,
pp-117-141; “Opste Jugoslovensko Bankarsko Drustvo i njegovi zastitnici iz
inostranstva”, Analiza bilansa an appendix to the Narodno blagostanje, 1V,

36, Beograd, 3. 9. 1932, pp.267-275
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profits, became the main postulate in new banking engagements.”'*®
Société Générale de Belgique, as the largest private bank in Belgi-
um, did not record any losses during this period, nor did its
“branch” Banque Belge pour IEtranger. The first hints of the
crisis were felt only when Société Générale began to show an
unchanged amount of profit for the business years 1931 and 1932,
while at the same time the Banque Belgé pour [’Etranger reduced
the dividend from 8% to 6%. As both banks have been heavily
involved in financing industry in various parts of the world, with
the onset of the economic crisis many of their claims have failed
and even more have simply been frozen.'® In this situation, the
guarantee for all such claims was taken over by the Belgian State
by establishing the National Industrial Credit Bureau, while
Belgian banks received 3% of 20-year bonds guaranteed by the
State. In return, they had to agree to their own reorganization,
in terms of separating deposits from financial affairs. Under
the Banking Reform Act of Belgium, passed in August 1934, the
Société Générale was divided into a depository bank and a holding
company. Under the old name, there was a holding company for
financing the industry, while a new Société Générale Banque de
Belgique was created for the deposit business, with which almost
all deposit departments of Belgian provincial banks, which were
part of the former large bank, merged.'** Somewhat later, Banque

138 “QObavestajna sluzba: novéarstvo”, Narodno blagostanje, 1V, 43, Beograd,
22.10. 1932, p.678

The total profit of the Société Générale increased from 9 million to 234 mil-
lion francs between 1919 and 1932, see: J. Cottenier et al., Dossier La Societe
generale: 1822-1992 (Bruxelles: Edition EPO, 1989), p.42; Narodno blagos-
tanje, IV, 48, Beograd, 26. 11. 1932, p.763, and ibid, V, 3, Beograd, 14. 1.
1933, p.43

More on the reform of the Belgian banking see: G. Kurgan-van Hentenryk,
“Finance and financiers in Belgium, 1880-1940”, 317-335; E. Bussiere, et.
al., Industrialisation et societes en Europe occidentale 1880 - 1970, (Paris:
Armand Colin, 1997), pp.120-121; “Sanacija banaka u Belgiji”, Narodno bla-
gostanje, VI, 35, Beograd, 25. 8. 1934, 551 and ibid, VI, 41, Beograd, 6. 10.
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Belge pour UEtranger also undertook its own reorganization by
transforming its branches in London, Paris and New York into
independent holding companies, and transferring its banking
business, mainly in China, to the newly established Banque Belge
pour U'Etranger Extreme Orient. As it was a branch of the largest
Belgian private bank, its transformation into an independent hol-
ding company, according to Belgian banking experts, no longer
had its raison d’étre, which is why Société Générale took it over
completely and then increased its share capital to 796 million
francs.!!

In Switzerland, in whose banks money and capital of other Euro-
pean banks flowed, the beginning of the crisis, but also worrying
political events in the USSR and Germany, caused general fear
of civil unrest and loss of sovereignty. This, along with attempts
at financial espionage in 1931, was the main reason for the intro-
duction of Swiss banking secrecy in 1934.12 No less important
reason was the so-called “Paris Affair” of 1932, at the center of
which was the Banque commerciale de Bale (Basler Handelsbank),
the patronage bank of the AJB, at that time one of the five leading
Swiss banks. Namely, two of its directors and one employee were
arrested in a Paris hotel during a meeting with potential clients.
French authorities found lists of over a thousand clients in their
suitcase, including three French senators, a dozen generals, two
bishops, many former ministers, newspaper owners and leading

1934, p.651.

1 “Obavestajna sluzba: novéarstvo”, Narodno blagostanje, VII, br. 49, Beo-
grad, 30. 11. 1935, p.779; “Bankarska reforma u Belgiji zavrSena”: ibid,
VIIIL, no. 2, Beograd, 11. 1. 1936, p.24.

"2 Tt was an attempt by Germany to bribe Swiss Banking Union employees to
gather information on assets and portfolios belonging to German clients. The
German agent was then expelled from Switzerland, see: Graduate Institute
Publications, The origins of Swiss banking secrecy, hitps://books.openedi-
tion.orgliheid/322?lang=en (approachhed on June 29th, 2020)
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industrialists, such as the Peugeot family. These lists revealed the
mechanisms of a multi-year fraud that meant that Swiss bankers
in Paris paid their clients directly interest and dividends on their
securities deposited in Basel. In this way, the French tax authori-
ties were damaged by about two billion French francs. As a result,
France had stepped up pressure on Switzerland to reveal a com-
plete list of French clients, threatening to use espionage as
well. Fortunately for the Basel bankers, the situation changed
drastically when the center-left government was forced to resign
in December 1932. The next French government, in an effort
to preserve the support of Swiss banks and its financial mar-
ket, completely ignored this event, while the judiciary adapted
to it, annulling the whole case due to non-compliance with the
legal form.*3 The “Paris Affair” greatly helps to understand pub-
lic support for the codification of banking secrecy, although some
other events were much more important for the establishment of
the Swiss Banking Act legislation and with it the banking secrecy
article.

Namely, during the world financial crisis of the 1930s and the mass
collapse of German banks, Swiss banks were also severely affected,
which from the beginning of the crisis were a refuge for money
and capital in general from countries hard hit by inflation. In
time, they themselves began to suffocate from the surplus money
that they failed to invest in the country and tried to transfer it
abroad. This led to great state interventionism and the decision to
formalize special financial supervision. The trigger for this decision
was the difficult situation in which one of the largest Swiss

5 Only a small number of offenders were punished between 1935 and 1944.
The directors of the Banque commerciale de Bale were given suspended
prison sentences and then pardoned in 1948, see: Geuex, Sebastien, 1932:
I’affaire des fraudes fiscales et le gouvernement Herriot, hitps:/www.alter-

natives-economiques.fr/1932-laffaire-fraudes-fiscales-gouvernement-her-
riot/00068508 (approached on June 29th, 2020)
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banks, the Schweizerische Volksbank (SVB), found itself in 1931.
Due to the proclamation of the banking moratorium in Germany,
three quarters of its property remained blocked. When this
information came to light, there was a banking panic that SVB
managed to survive only thanks to the help of the government
and the Swiss Central Bank. However, in the period from 1931
to 1933, the gradual withdrawal of funds in the total amount of
30% of all savings of the bank’s clients continued. The situation
became so critical that the Swiss government and the Central
Bank were forced to inject 100 million Swiss francs into SVB,
which was the value of approximately one quarter of the then
annual government budget, or about 10 billion of today’s Swiss
francs. At the same time, 1t was determined that out of 153 million
Swiss francs, which was the amount of assets of the Banque
commerciale de Bale (Basler Handelsbank), 117 million francs
remained frozen in Germany. Due to that, the Swiss Federal
Council declared this bank operating with net loss (after 72 years
of existence) and made a decision on the introduction of a partial
two-year moratorium. This was followed by a sharp drop in its
shares, which, in just three days, in June 1935, fell by 27%.*
These events were the main catalyst that accelerated the
political process of introducing formal financial supervision in
Switzerland. Banks and financial institutions thus changed their
attitude towards government intervention overnight, voluntarily
restricting capital exports, wholeheartedly welcoming massive
state capital infusions and exemption programs in exchange for
banking secrecy law.

The crisis that its protectors from abroad were going through could
not help but affect the further work of Wiener Bankverein itself.

" Graduate Institute Publications, The origins of Swiss banking secrecy, https://
books.openedition.orgliheid/322?lang=en (approached on June 29th, 2020);
“Bazelska trgovacka banka”, in: Narodno blagostanje, V11, no .27, Beograd,
29. 6. 1935, p.424.
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Although, after the first rush of investors, in the summer of 1931,
1t managed to carry out the rehabilitation on its own, the crisis
of confidence in this Austrian bank did not abate. After a little
more than two years, in March 1933, it found itself in a difficult
financial position again, but this time, it received help from the
Austrian government and the National Bank.'*® However, as the
State had already invested huge sums in rehabilitating Credit-
Anstalt, 1t was unable to help in the same way, not only Wiener
Bankverein , but also the third remaining private bank in Austria,
the Niderostereichische Eskontgesellschaft. After a little more than
a year of searching for a solution to the banking crisis, the Aus-
trian government, in agreement with foreign creditors, decided
that the almost rehabilitated Credit-Anstalt would take over all
assets and liabilities of Wiener Bankveren, and then, so united, took
over only “healthy” banking operations from Niederdsterreichische
Escomptegesellschaft, while its larger, industrial part of the enga-
gement would be handed over to the newly established company
Osterreichische Industriekredit AG.¢ Thus, at the end of 1933, the
entire Viennese banking system was concentrated into a single
bank called the Osterreichische Creditanstalt-Wiener Bankuverein
(hereafter Creditanstalt-Bankverein or Creditanstalt). In this re-
gard, Credit-Anstalt increased its capital to 167 million shillings.
The new shares worth 97 million shillings were taken over by
the Austrian state, while foreign creditors continued to hold their
shares worth 70 million shillings. Credit-Anstalt was indirectly,

55 F. Weber, “Die grole Bankfusion des Jahres 1934. Organisatorische Innova-
tion oder osterreichische Improvisation?” Die vielen Gesichter des wirtschafi-
lichen Wandels: Beitrage zur Innovationsgeschichte, eds. P. Berger, A.
Resch (Wien: Lit Verlage GmbH&Co, 2011), pp.223-259; “Najnovija austri-
jska sanacija bankarstva dobila je priznanje u celom svetu”, Narodno blagos-
tanje, V, no. 14, Beograd, 1. 4. 1933, pp.223-224

16 D. Stiefel, “Die Krise der Credit-Anstalt in den 1930er Jahren”, pp.117-141;
“Novi napori oko sanacije austrijskog bankarstva”, Narodno blagostanje,

VI, br.20, Beograd, 12. 5. 1934, p.311.
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through the financial group Rortschild, in strong ties with the
City of London, while in Wiener Bankverein, the largest package
of shares in the amount of 500 thousand shillings, was owned
by investment bank Dillon, Read & Co. New York (owned by
Clarence Dillon, a Polish Jew and a great Francophile).'*” The rest
of the share capital, in the amount of 250 thousand shillings, was
owned by the banking consortium Société Générale de Belgique;
from March 1930, the capital of Deutsche Bank und Disconto
Gesellschaft was also engaged here to a certain extent; as well as
Czech capital, after the participation of the Banque commerciale
de Badle in the merger of the Allgemeiner Bohmischer Bankverein
with the Béhmische Union-Bank (Ceskd banka Union) in Prague.s
In this way, in the AJB, until 1938 and the Anschluss of Austria,
the share capital ratio looked like this: 50.3% of the shares were
owned by Creditianstalt-Bankverein, 38.3% were owned by Société
Générale de Belgique, 5.4% of the shares were in hands of Banque
commerciale de Bale (Basler Handelsbank) and 4.0% of the shares
were owned by Bohmische Union-Bank.'*®

W7 Bank History, Central Trust Company of New York: htip://www.smokershis-
tory.com/Central.htm (approached on June 2", 2020)

% G. Feldman, Austrian Banks in the Period of National Socialism (Cambridge
University Press, 2015), 224-226; F. Weber, Vor dem grofien Krach, p.254.

°AJ, 151-1-1; According to Gerald Feldman, the share capital ratio is slightly
different from the one we found in the AJB archives: 49.7% of the shares
were owned by Credittalstan-Bankverein (or 149,000 out of a total of 299,016
shares), 38.8% of the Societe Generale de Belgique (116,184 shares), Banque
commerciale de Bale 5.0% (15,899 shares) and Bohmische Union-Bank 3.9%
(11,898 shares), see: Austrian Banks in the Period of National Socialis, p.224.
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The capital market in Yugoslavia, as we have repeatedly pointed
out, was very underdeveloped. Therefore, banks, especially those
of the shareholder type, were the most important channel for
lending to the economy. The accelerated establishment of new
industrial companies and the expansion of existing ones required
huge financial resources. Banks, especially the larger ones and with
the participation of foreign capital, in the long run, in addition to
their relatively insignificant own funds, also placed the capital
that the population deposited with them in the short term. At the
same time, they not only approved loans to industry, but also took
a direct part in industrial production, founding a number of their
own industrial companies. With deposits placed on the liabilities
side of their balance sheet, they acted in their active operations as
exclusively commercial banks, specialized in long-term financing of
the economy. It was almost inevitable that they would become the
most important source of finance for the industry, so in the capacity
of creditors, shareholders or by taking a place in the management,
they took a direct influence on the companies. In addition, they jo-
ined consortia with other credit institutions and organized group
financing with foreign shareholders.!® Thus, foreign participation
in Yugoslav banks amounted close to %, while shareholding
companies participated with just over 18%."!

150V, Aleksi¢, “Foreign financial capital as the catalyst of Serbian economic devel-
opment before the Second World War”, Economic and Financial Stability in
SE Europe in a Historical and Comparative Perspective, eds. B. Hini¢ et.al.

(Belgrade: National Bank of Serbia, 2010), p.332.

! In addition to the funds made available to companies in the form of loans
(RSD 1,699.8 million), shareholding banks also helped the industry by run-
ning companies on their own (RSD 166 million), holding shares in companies
(RSD 624.8 million) and participating in consortium operations (209.2 million
dinars). The total engagement of shareholding banks in the country’s economy
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Table 3:

The origin of foreign capital in the banks in Yugoslavia in the
period between two World Wars

THE SHARE OF FOREIGN CAPITAL IN

UL TR OIIE YUGOSLAV BANKING
In millions dinars In percent
French 41.9 21.42%
Czechoslovakian 37.5 19.20%
Austrian (later German) 30.2 15.47%
Belgian 23.9 12.24%
Hungarian 16.7 8.53%
Swiss 10.6 5.36%
Monaco 10.4 5.33%
Italian 9.7 4.96%
British 8.9 4.56%
Dutch 5.1 2.61%
Swedish 0.5 0.32%
Total 195.3 100%

Source: Tasi¢, Antonije, Jugoslovensko bankarstvo izmedu dva rata in: “Glas
CCCLXVI Srpske akademije nauka 1 umetnosti - Odeljenje drustvenih
nauka”, Beograd, book 26 (1992), p.148

reached, in this way, 2,699.8 million dinars. If we keep in mind that the loans
of 1,699.8 million dinars refer only to companies, mostly industrial, and that
85.4% of them had a shareholder form, as well as that individual companies
and others in which banking institutions participate, were in the largest num-
ber industrial ones - it can be said that the amount of total engagement of the
banks in industry in Yugoslavia between the two World Wars was about two
and a half billion dinars, see: A. Tasi¢, “Jugoslovensko bankarstvo izmedu
dva rata”, Glas CCCLXVI Srpske akademije nauka i umetnosti, Odeljenje
drustvenih nauka, Beograd, book 26 (1992), pp.147-208
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In this way, Yugoslav industry was oriented almost exclusively to
banks as its creditors. Instead of issuing bonds and shares, the
industry obtained the necessary financial resources in the form
ofnhills of exchange, which were approved by the the banking insti-
tutions on current accounts. Until the end of 1925, lending to the
economy through current accounts (most widely understood) was
on the rise. During 1926 and 1927, a certain decrease was recorded,
which could be explained by the fact that then, especially in Serbia,
several banks failed, precisely because of too reckless engagement
in industry. The largest amount of current accounts was reached in
1930, when, compared to 1922, they almost doubled.!

The Table 4 clearly shows that foreign capital was largely interes-
ted in Yugoslav industry. In fact, about 92% of loans were taken
by the industry from private banks. Loans from abroad were also
extremely large. Some research shows that most of the industry has
even used more foreign loans than loans from domestic banks.!?
Abroad participated in lending to the industry with a smaller share
than domestic banks only in the food and agricultural industries.
Public credit institutions (the National Bank and two state banking
institutions) lent to industry more than two and a half times less
than private banks (26.02% : 9.99%). In the total amount of loans
granted to shareholding companies, mainly industrial companies,
private banks participated with one billion 699.8 million dinars, or
26.02%. When other creditors are considered, the National Bank
participated with 5.68%, the State Mortgage Bank with 4.31%,
foreign creditors with 44.64%, while other creditors participated
with 19.35%.1% In the later period, 1.e. until 1938, 51.5% of the

2 Thid.
'3 V. Rozenberg, Inostrani kapital u jugoslovenskoj privredi. U bankarstvu,

industriji, trgovini, transportu, osiguranju i ostalim granama privredne
delatnosti, (Beograd: Balkanske Stampe, 1937)

4 Ibid.
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Table 4:

Participation of banks through credits for different types of industry

Total credit | Credit amount | Share of credits | Credit amount
amount obtained from | obtained from from abroad
TYPE OF INDUSTRY (o sl G Fim) private banks private banks (in mill.din.)
(in mill. din.) in total credit
amount (in %)
Wood industry
Companies with credit 453 220 48.1 117.5
obligations
Other companies 754.3 115.2 15.3 411.1
Mining and smelting companies
Companies with credit 115.8 71.9 62.1 22.4
obligations
Other companies 620.9 145.3 23.4 341.6
Chemical companies
Companies with credit 61.1 26 42.5 14.7
obligations
Other companies 223.3 30 13.4 47.7
Food companies:
Companies with credit 121.7 74.5 52.6 15.3
obligations
Other companies 447.2 92.2 20.6 105.2
Agricultural companies:
Companies with credit 32.5 10.6 32.6 -
obligations
Other companies 447.2 35.7 31.4 12.8
Textiles companies:
Companies with credit 174.3 22.8 13.1 72.5
obligations
Other companies 595.2 215.4 36.2 184.6
Metallurgy companies:
Companies with credit 449.7 110.5 24.6 170.1
obligations
Other companies 468.4 21.2 4.6 86
Cement companies:
Companies with credit 141.5 27.7 20.3 76.9
obligations
Other companies 369 103.9 28.2 137.1

Source: A. Tasi¢, “Jugoslovensko bankarstvo izmedu dva rata”, p.158.
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total Yugoslav share capital was foreign-owned, of which 25% was
French, 17% English, 15% American and about 11% German, while
the rest belonged to other European countries. At that time, the
largest share of foreign capital was in the chemical and machine
industry, as well as in mining.'®

The outhreak of the world economic crisis in 1929, the collapse of
the international capital market and the gradual decline in consu-
mer purchasing power during 1930 and 1931 were the main causes
of the difficult situation in which Yugoslav industry found itself
in the early 1930s. After the collapse of the Austrian Credit-Ansch-
talt, the European banking crisis also affected the Yugoslav banks.
The demand for the return of foreign loans, which in 1931 amoun-
ted to about thirty million US dollars, or 1.5 billion dinars, meant
economic ruin for many entrepreneurs whose business depended
on foreign investments. Credit-Anschtalt itself, which had invested
huge capital in Yugoslavia until then, withdrew three hundred
million dinars in the first months of 1931.1%

The withdrawal of foreign loans from Yugoslavia inevitably led to
unrest among domestic investors, who at the time deeply believed
that foreign capitalists, as businessmen and well-versed in the
financial situation, suggested that they should not trust the entire
banking system. At the same time, the policy of the National Bank
contributed to the growth of distrust. Namely, the withdrawal of
foreign loans caused a restriction of loans on the domestic money
market. In order to preserve the monetary stability, the National
Bank began to implement a restrictive policy by successively

V. Rozenberg, J. Kosti¢c, Ko finansira jugoslovensku privredu, driava,
banke, inostrani i domaci kapital w sluzbi privrede (Beograd: Balkanske
Stampe, 1940), pp.64 -72; S. Dimitrijevic, Strani kapital v privredi bivse
Jugoslavije, 229; Cali¢, Mari-Zanin, Socijalna istorija Srbije 1815-1941,
usporeni napredak u industrijalizaciji (Beograd: Clio, 2004), pp.272-273.

3¢ Bajki¢, Velimir, “Kreditanstalt - Larma bez razloga”, Narodno blagostanje

III, 25, Beograd, June 20, 1931, p.389.
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increasing its discount rate from 5.5% to 7.5%. However, the
suspension of German reparations payments just at the time of
the legal stabilization of the dinar in 1931 made it impossible for
the National Bank to help the banks at a time when there was a
rush at their counters. In this way, the acute psychological crisis
of banks could not be neutralized, but turned into a chronic, 1.e.
structural one, which gradually affected almost all private banks in
Yugoslavia. Soon, the entire credit organization became so distur-
bed that the National Bank could no longer avoid extraordinary
lending to banks, but the amount of loans approved at that time
was not enough for the banks to overcome the acute phase of the
crisis. Therefore, a moratorium was introduced in banks, which
were put in a difficult position by the sudden withdrawal of
deposits.’” Thus, the Central Bank did not provide credit
institutions with so-called indirect liquidity. On the contrary,
with its decision of August 8, 1931, which aimed to abolish the
large margin (of about 866 million dinars) of approved and unused
loans, the National Bank significantly worsened the already
difficult situation of Yugoslav banks.'® When it became clear that
there was no prospect that banks would be able to restore liquidity
on their own during the crisis and resume normal operations, the
Yugoslav government took steps to rebuild the country’s credit
organization. To that end, on November 22, 1933, it passed the
Decree on the Protection of Banking Institutions and Their Cre-
ditors, and then special decrees: on the protection of credit unions,
on the reduction of overhead costs of banks under protection and

7 1. Belin, ,,Kreditna politika Narodne banke i kriza kredita®, Nova Evropa,
Book VIII, no. 11 and 12, 1923, Beograd, p.543; D. Plavsic, ,,0 sanaciji naseg

bankarstva®, XX vek, Year I, February 1938, no 2, Beograd, pp.125-140.

5% Instructed by the experience she gained in the crisis of 1931, she acted in a
different way in the later disturbance of savers in 1938 and 1939 (caused by
world political circumstances) than in 1931, see: A. Tasi¢, “Kriza jugoslov-
enskog bankarstva (1931 - 1941)”, pp.141-167.
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with companies, and on maximizing interest rates. According to
the Decree on the Protection of Banking Institutions, which was
amended on November 23, 1934, three different forms of protection
regime were envisaged: deferral of payments, rehabilitation and non-
bankruptcy liquidation.'®®

In the following years, due to the resulting mistrust, a good part of
the money withdrawn from private banks was invested in state-
owned banks. The creation of new state-owned banking institutions
was not resorted to during the banking crisis, although we have seen
that many Western European countries have resolved the banking
crisis and the credit crisis in general by establishing new credit
institutions that were either state or privileged. The Yugoslav State
neither could nor wanted to implement the nationalization of the
banking system, at least not in the first years of the crisis. Domes-
tic banks with dominant foreign capital continued to finance the
work of industrial companies in this period as well, but to a much
lesser extent than was the case until 1931.

% D. Gnjatovic, V. Aleksi¢, A. Jovancai “Analysis of the behavior of for-
eign-owned banks in Serbia during Great Depression and Great Recession”.
Economic Sciences on the Crossroad, ed. 1. Stosic, et al, (Belgrade: Institute

of Economic Sciences, 2013), p.279.
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Table 5:

Comparative overview of foreign capital engagement through par-
ticipations and loans in fourteen Yugoslav banks for 1929/1930 and

1936/1937

Year Share capital | Reserves Credits Total

mill. dinars mill.dinars assets

Jugoslawische
Unionbank Zagreb-Beo- 1929 185 55 638 1604
grad (with 4 accompa-
nying domestic banks
and 3 affiliations) capi-
tal mostly British, Duch 1937 60 39 296 513
and Belgian
AJB - Zagreb — Beograd | 1929 100 25 226 602
(with two affiliations)

1937 60 15 210 468
Landesbank fur Bosnien
und Herzegovina Sara- 1929 20 15 134 312
jevo (with 17 affiliations
and branches) capital
Austrian/German, 1937 20 10 113 261
Belgian
Bosnische Industrie und
Handelsbank Beograd 1929 20 8 179 272
(with 3 affiliations)
capital Hungarian-Aus-
trian-German 1937 4 0.4 10 21
Jugoslawische Bank,
Ayl (i 7 e R 1929 100 25 368 1003
tions) Czech capital

1937 50 25 204 488
Erste Kroatische 1929 15 2 17 57
Gewerbebank, Zagreb —
Czech capital 1936 15 0,5 28 64
Kommerzialbank, Za- 1929 5 1 20 32
greb — Czech capital

1937 10 85 2,6 17
Allgemeine Kroatische
Kreditbank, Zagreb 1929 37,5 5 219 320
(with one accompanying
bank and 4 affiliations)
Hungarian and indirect- 1937 40 6 151 319
ly French capital
Jugoslawische Kred- 1929 10 0,13 21 51
itanstalt, Beograd —
Hungarian capital 1937 15 6 85 109
Kroatische Bank, Za- 1929 20 3 83 239
greb — Italian capital

1837 20 3 133 237




THE PLACE OF INTERNATIONAL BANKING CONSORTIUM...

Banca Commerciale 1930 1 0,64 11 23
Spalatina, Split- Italian
capital 1937 1 — 9 10
Serbisch-Schweizerische 1929 2w3 1,48 22 98
Bar%k, Beograd - Swiss 1937 10 — 12 48
capital
Jugoslawische Industrie 1929 15 0,40 0,31 20
und Handelsbank, Beo-
grad — French capital

1937 6
Einheimische Bank, 1930 3 -— 2 6
Beograd- Swedish
capital 1937 3 9 40

Source: Jurkovi¢, Bozidar, Das ausldndische Kapital im ehemaligen Jugoslawien,
W. Kohlhammer Verlage Stuttgart/Berlin, 1941, pp.273-274.

It is safe to say that, despite many legislative interventions by
the State, the banking crisis in Yugoslavia lasted until the end
of the interwar period. Namely, it was only in 1937 that a certain
improvement appeared, which was still so modest that it would be
difficult to say that the reduction in the volume of loans on current
accounts stopped at all. Bearing in mind that many banks were
very interested in the fate of their clients or industrial companies
in which they were financially engaged - it could be said without
exaggeration that the credit function of Serbian banks in the eve
of the World War IT had weakened to such an extent that it hardly
existed. This conclusion, of course, stands only if Yugoslav banking
1s viewed as a whole. At the 20 most important banks in the coun-
try, almost all of which had a share of foreign capital, the decline
was stopped a year earlier: in 1936, the amount of loans on current
accounts increased, and 1n 1937 1t reached the amount recorded in
late 1934.1°

10 B. Jurkovi¢, Das auslandische Kapital im ehemaligen Jugoslawien (Stuttgart/

Berlin: W. Kohlhammer Verlage, 1941), p.284.
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Unlike most other large private banks in Yugoslavia, which have
been the victims of a rush on their counters since the summer of
1931, the AJB was one of the few private banks that did not find
itself in quiet liquidation, only thanks to its focus on large indu-
strial companies. Already in 1929, it recorded a net profit of over
4 million dinars, and in 1932, with a profit of 5.7 million dinars, it
was declared the most liquid private monetary institution in the
country. “The business policy of our institution was adjusted to the
needs of the difficult general situation. We approved new loans only
for a short time, if their proper repayment seemed to be secured
in advance. We continued to help our old clients - debtors, taking
into account their justified needs for business extension.”®! In this
beautifully worded report of the Bank’s Management Board for
the business year 1932, one cannot even sense the agony in which,
due to the difficult situation in the Yugoslav wood industry, its
biggest clients Slaveks and Binder and Polgar d.d. from Zagreb
found themselves.

Namely, after the outbreak of the economic crisis, the demand for
wood decreased in the whole of Europe, due to the cessation of con-
struction activities, but also the difficulties that some countries,
such as Italy and Spain, caused by a sharp decrease in imports of
this industrial products. In Yugoslavia, where the wood industry
was the main export industry, there has been a sharp drop in pri-
ces since 1931, as well as a reduction in exports. However, in order
for the trouble to be complete, the consumption of wood in the
country itself fell due to the decline in the purchasing power of the

161 AJ, 151-1-1: Minutes from the XIV session of the Board of Directors of OJBD,
held in Belgrade, May 3™, 1933
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population due to the agrarian crisis. All this contributed to the
collapse of many companies in this industry, as well as the layoff of
workers, which certainly worsened the already extremely difficult
economic situation in the country.¢

Thus, according to the internal balance sheet of October 31, 1932,
Slaveks d.d. already showed a huge loss of 18 million dinars, in
relation to the share capital which amounted to 15 million dinars.
If this balance sheet had been publicly exposed, the company
would have had to be liquidated in accordance with the then legal
regulations. In the Appendix to the Minutes from the XV session of
the AJB Board of Directors held in Belgrade on July 31, 1934, there
1s a detailed explanation of the way in which the Bank tried to help
one of its largest clients: “In this situation (illiquidity), after long
negotiations with Slaveks and Wiener Bankverein in Vienna, which
also granted loans to Slaveks, we decided to work together with
Slaveks and Wiener Bankverein in Vienna. We must rehabilitate
Slaveks with Wiener Bankverein and enable it to continue working,
in order to enable this company to gradually release the capital
invested in forestry and industrial plants and thus gradually repay
the remaining part of its debts(..) We further agreed, to grant
Slaveks interest relief from November 1, 1932, in such a way that
we will charge interest only on that part of the loans granted to
it, which corresponds to the equivalent of the current inventory
and current commodity claims, while we will continue to manage
the interest-free remaining part of the debt, the counter-value of
which lies in investments, long-term forest jobs, frozen claims, etc.
- Wiener Bankverein declared itself ready, that for its entire claim

1§, Kukoleta, Industrija Jugoslavije 1918 - 1938, (Beograd: Balkanska Stampa,
1941), 69-70. More on the crisis in wood industry see: J. Lakatos, ibid, 120-
122; “Nekoliko misljenja o le¢enju nase Sumske industrije”, Narodno blagos-
tanje, IV, 4, Beograd, January 23*, 1932, 55; Sumska internacionala, ibid,
IV, 22, Beograd, may 28", 1932, 393; J. Tomasevi¢, Buducnost nase drvne
industrije, ibid, V, 6, Beograd, February 4", 1933, p.83.
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(12.76% 1n relation to 87.24%, which was the claim of AJB - note
aut.), remaining after the write-off, until further notice would not
charge any interest.”'®® In the following years, the AJB managed
to reorganize this company, but in 1936 it again found itself in
a difficult position due to the introduction of economic sanctions
against Italy and the outhreak of civil war in Spain. Thanks to the
special engagement of patronage banking institutions from abroad,
partial compensation was found in the export of its products to the
English and German markets.'®

Much less fortunate was the company Binder and Polgar d.d. Its
debt to the AJB on December 31, 1933, amounted to slightly more
than 12 million dinars. The only hope for the gradual collection
of the Bank’s claims was the contract of this company with the
State regarding the exploitation of forests in the vicinity of
Kljuc. However, the Ministry of Forests and Ores of the Kingdom
annulled this contract and transferred the right of exploitation
to the state forest company Sipad. Since the other company’s
assets could not cover the Bank’s claims, this company had to go
into liquidation. By September 1934, the sawmill in Zemun fired
all workers and clercks, sold machines, demolished buildings and
parceled out the land and handed it over for further use, i.e. the
sale of AJB. Despite that, the Bank had to write off the rest of the
debt of this company in the amount of 5 million dinars.'®

The third big debtor of the Bank was the Belgrade Leather Factory
Beli Orao a.d. Its debt to the Bank amounted to 3.5 million dinars
on December 31, 1933, but as the entire industrial concern Matejic
was in a difficult financial situation, the AJB had to immediately

165 AT, 151-1-1.

164 Tbid, Minutes from the XX session of the Board of Directors of AJB, on the
business year 1936, held in Belgrade, July 22, 1937

1% Tbid, AJ, 151-75-99; “Stanje naSe drvne industrije u godini 1934”,
Industrijska odbrana, spec. number 3 - 4: Aktuelni problemi nase drvarske

privrede, part I11, Beograd, March - April 1935, p.12.
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write off 750,000 dinars from that debt. The collapse of this con-
cern coincided with the death of two important political figures
who were connected with its work: former Prime Minister Vojislav
Marinkovi¢ and King Alexander Karadordevic¢ in 1934. It was con-
sidered that this concern entered the sphere of interest of several
large Yugoslav private and state-owned banks and companies,
and in fact, thanks to powerful political protection, it was given
the opportunity to lend to various financial institutions, which
was made possible by already mentioned legally binding secrecy in
doing business in Serbia. In this way, the concern Mateji¢ man-
aged to accumulate a huge debt in the amount of 93 million dinars,
almost as much as the total share capital of the AJB. Only the debt
to this bank was one of the smaller ones, so it depended on the regu-
lation of other, much larger debts. This concern had the largest debt
to the National Bank, as much as 52 million dinars, followed by:
State Mortgage Bank (9,250,000 dinars), Société de Banque Swise,
Basel (8,000,000 dinars), Postal Savings Bank (5,200,000 dinars),
Privileged Company for Export of Land Products KdJ (4,700,000
dinars), AJB (3,500,000 dinars), Jugoslawische Bank Belgrade
(3,300,000 dinars), Yugoslavia General Insurance Company a.d.
(3,050,000 dinars), Jugoslawische Unionbank Zagreb-Belgrade
(2,200,000 dinars), while it owed about one million dinars to
Yugoslav companies Sartid a.d. from Belgrade and Piri a.d. from
Zagreb as well as to one German and one Italian bank.6

Due to the difficult situation in which the industrial companies
that entered the sphere of interest of the AJB found themselves, the
total debt write-off amounted to 18.5 million dinars until 1934,

1% The composition of the concern Mateji¢ included: Eskontna banka a.d., Opsta
privredna banka a.d., Klanitko drustvo a.d., Leather Factory Beli Orao a.d.
and Mine Jerma Gabernik a.d., all from Belgrade. It is interesting that most
of their share capital was in the hands of Dragisa Mateji¢, who has been men-
tioned several times so far, which is why the concern was called Mateji¢ (the
other shareholders on the list were the so-called court democrats), see: AJ, 65

- 1116/1128/1212/1238 - 2100/2112/2196/2222
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which was almost the same as the net profit of the Bank in the
same period - about 19 million dinars.'®” Although one of the few
Yugoslav private banks that did not seek the protection of the
National Bank during the banking crisis, in this most critical
period of its operation, it was saved only thanks to a timely package
of shares from patronage institutions from abroad. Namely, in
order to normalize the work and strengthen the credit of the
Bank, its founders handed over new 40 million dinars, embodied
in 200 thousand shares of 200 dinars each, which the Bank could
depreciate without any costs. In this regard, the share capital was
reduced from 100 to 60 million dinars, and the resulting difference
of 40 million dinars was used to create a special fund to cover
possible losses. For that purpose, the Bank used 13 million
dinars from this new reserve as early as 1934, and the remaining
amount of 27 million dinars went into the so-called Special Reserve
Fund, after an agreement with foreign creditors (only in 1937).168
In this way, and considering the liquidation of the remaining debt
accounts and their “purification”, the Bank was consolidated as early
as 1935, which contributed to the revival of business but also led to
optimal prudence in entering into new business arrangements.®

However, despite all the caution in its work, the AJB found itself
in the same year, in front of an almost imposed business arrange-
ment. Due to the economic crisis as well as the bad way of doing busi-
ness, at the end of 1934, almost all factories owned by the Zagreb
industrialist Vladimir Arko were on the verge of bankruptcy. It was
a family business that was founded under the name Mijo Arko in
1867, and which was taken over by Vladimir Arko in 1916. The
main activity of this company was trade in wine and alcoholic

17 AJ, 151-2-2; “Opste jugoslovensko bankarsko drustvo, Beograd - Zagrebh”,
Analiza bilansa an appendix to the Narodno blagostanje, V, no. 23, June 3™,

1933, 45; ibid, VI, no. 35, August 25", 1934, p.167.
168°AJ. 151-2-2.
19 Thid.
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beverages, as well as agricultural products. Somewhat later, they
started producing, first brandy, cognac, rum and liqueur, then
spirits, yeast, barrels, chemical products. The following factories
worked within this concern: Vladimir Arko for the Production of
Spiritsm and Yeast d.d, and Arko - Email d.d. and Tvorba d.d.
Barrel Factory for the production of the essence of rum and
liqueur.'™ The concern owned buildings and land worth
60,000,000 dinars, and machines worth 40,000,000 dinars. as
well as industrial tracks and wagons for alcoholic beverages and
cisterns worth about 10,000,000 dinars.'™

It was clear that Vladimir Arko, as one of the most prominent
Yugoslav representatives in the AJB administration, would ask for
its support and concrete financial assistance. However, one should
certainly take into account the fact that only a year earlier, in
April 1933, together with Nikola Berkovi¢, he was elected vice
president of the Yugoslav National Committee of the International
Chamber of Commerce, while the former Yugoslav Prime Minister,
Vojislav Marinkovié¢, was elected chairman of the same committee.
A few days later, Vladimir Arko was elected president of the
Association of Industrialists of the Sava Banovina. In the summer
of the same year, when the Yugoslav Jews intensified trade
relations with Palestine, Vladimir Arko was appointed vice-
president of the newly formed Yugoslav-Palestinian Economic
Committee. Having all this in mind, AJB started from the position
that “it would not be opportune to leave the person and company
of Mr. Vladimir Arko to fate”, so “taking into account the opinion
of another large creditor, the National Bank of the Kingdom of
Yugoslavia, not to leave Arko” with the consent of the Vienna

Executive Board, entered into a new business arrangement with
him.!™

" Almanah grada Zagreba, 1931, p.241.
1. Zebec Silj, ibid, p.98.
2°AJ, 151-9-15, Report of the Directorate on operations, balance sheet, as well
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According to this arrangement, he was approved a loan in the
amount of 7 million dinars, for the successive payment of urgent
debts to his creditors, as well as for enabling rational work in
factories. The Bank itself counted on the possibility of more
productive operations of the Factory for the production of spirits
and yeast, as well as on the sale of land from the completely taken
over factories Tvorbe and Arko-Email, which would partially cover
the losses already created in advance. In the Factory for the pro-
duction of spirits and yeast, the Bank appointed its official, who
supervised the entire money turnover, but it was difficult for him
to agree with the owner on the control over the technical part of
the business.'™ After the first degree of consolidation, during
1935, new problems arose. Repayments of the previous debt to the
Bank were not made, current interest was not paid, and the pos-
sibility of supervising the business itself became less and less.
On top of all that, Vladimir Arko did not want to give up his most
profitable factory, which created even bigger problems for the
Bank, considering that it was counting on covering its previ-
ous losses through this factory.!™ Having no other way out, the
Bank, even with the consent of the Executive Board in Vienna,
concluded a new business arrangement with Vladimir Arko, this
time with the mediation of the National Bank. The factory for
the production of spirits and yeast was left to Arko at that time,

as the profit and loss account for the year 1934, with item 4a of the agenda,
from the session of the Management Board of the AJB, held on June 7*, 1935,
see: “Obavestajna sluzba”, in: Narodno blagostanje V,no. 15, Beograd, April
4™, 1933, p.238, ibid, V, no. 16, Beograd, April 15, 1933, p.252; Nebojsa
Popoviec, Jevreji u Srbiji 1918 - 1941, (Beograd: ISI, 1997), p.116

Ibid, Report of the Directorate on operations, balance sheet, as well as the

profit and loss account for the year 1934, with item 4a of the agenda, from the
session of the Management Board of the AJB, held on June 7", 1935

Ibid, Report of the Directorate on operations, balance sheet, as well as the
profit and loss account for the year 1935, with item 4a of the agenda, from the
session of the Management Board of the AJB, held on April 24, 1936
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with the obligation to successively, every six months, pay 1 mil-
lion dinars of significantly reduced debt, in the total amount of
16 million dinars. After all settlements, the uncollectible claim
of AJB amounted to 14 million dinars.!” The name of Vladimir
Arko stopped appearing in the reports from the sessions of the
Management Board almost overnight and without any explanation,
and 1t also disappeared from the lists of shareholders who depos-
ited their shares. However, he did not disappear from the life of
this Bank, and although he never appeared again at the Meetings
of Shareholders and the meetings of the Board of Directors, he
continued to use the services of this banking institution “from the
shadow”.1™

Due to the painful struggle that the Bank had over this, as well
as the arrangement with Slaveks, all the other business of the
Bank suffered. Since 1935, there has been a gradual shift to the
financing of a number of smaller but more profitable industrial
and commercial firms, most often through short-term loans with
an interest rate of 6% to 8%. It 1s especially interesting to see what
kind of companies were involved and what is the amount of credit

1%5°AJ, 151-2-2, the Minutes from the XX session of the Board of Directors of
AJB, held in Belgrade, July 22, 1937. We should not ignore the fact that in
the same year when these negotiations began, a member of the Management
Board of AJB, Nikola Berkovi¢, was elected a member of the Management
Board of the National Bank, which greatly mitigated the severe conse-
quences of the bank due to such an unfavorable business arrangement, see:
“Obavestajna sluzba”, Narodno blagostanje, VI, no. 11, Beograd, April 8",
1934, 169

In July 1936, as many as four new companies were registered, which entered
the sphere of interest of AJB: Nekretnina d.d., Lastins¢ak d.d., Jordanovac
d.d. and Gorica d.d. all from Zagreb; Vladimir Arko was a member of their
Management Boards and their largest shareholder, see: Trade Register,
Narodno blagostanje, VIII, no. 29, Belgrade, July 18", 1936, 472. Even with
these companies, the Bank’s engagement would prove to be quite unsuccess-
ful, see: AJ, 151-2-2, minutes from the sessions of the Board of Directors of
AJB for 1937 and 1938 business years.
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that was granted to them. According to the report from the session
of the Bank’s Management Board for the business year 1935, a
total of 115 loans in the amount of over 250,000 dinars to 2.5
million dinars were granted (if we exclude the loan granted
to Anglo-Yugoslav Petroleum d.d. in the amount of 16 million
dinars). About 50 such loans were then granted to industrial and
commercial firms with dominant foreign and domestic Jewish
capital.'™ It is interesting that in Belgrade they accounted for
about half of all granted loans, while in Zagreb and Novi Sad
(since 1936) they accounted for more than half of all granted
loans.!'™ In the period from April 1936 to July 1937, AJB
granted 154 short-term loans in the amount of 250,000 dinars
to 8 million dinars.!” The same practice continued during 1938
and the first half of 1939. At that time, a total of 130 loans were
granted, of which 63 loans to companies with Jewish capital
(Tables 6 and 7).1%

7 AJ, 151 -2-2, Report with item 2 from the session of the Board of Directors of
AJB, held on December 10", 1935 in Belgrade. From the list of granted loans,
the Jewish origin of the capital could be seen either from the name of the com-
pany itself or on the basis of the name of the guarantor of the granted loans.
For the assigned so-called export credits as guarantors were usually large
Austrian, Czech and other firms, making the determination of Jewish capital
much more difficult; therefore, we believe that the number of loans granted
to such companies was significantly higher than we were able to determine.

% Ibid, Report with item 4 from the session of the Board of Directors of AJB,
held on July 22", 1937 in Belgrade. According to interwar statistics, Jews
accounted for 3.31% of the total population in Belgrade in 1931, and 4.69%
in Zagreb. More than a third of all employed Jews in the Kingdom were mer-
chants, and in 1938 there were 70 Jewish industrialists in Belgrade alone,
see: H. Pass Freidenreich, The Jews of Yugoslavia. A Quest for Community
(Philadelphia: Jewish Pubn Society, 1979), p.215, p.220.

' Ibid, Report with item 4 from the session of the Board of Directors of AJB,
held on June 7", 1935, and Report with item 2 from the session of the Board
of Directors of AJB, held on December 10", 1935 in Belgrade

18 Tbid, Report with item 5 from the session of the Board of Directors of AJB,
held on August 15, 1939 in Belgrade
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Table 6:
Main Offices
BELGRADE
Years Total number of Number of credits | in percent
granted credits granted to firms
with Jewish capital %
1935. 38 19 50%
1936 - 1937 77 37 48%
1938 - 1939 68 27 39.70%
ZAGREB
Years Total number of Number of credits | in percent
granted credits granted to firms
with Jewish capital %
1935. 43 23 53.48 %
1936 - 1937 57 38 66.66 %
1938 - 1939 46 30 65.21 %
Source: Ad, 151-41(70)-65(95)
Table 7:
Affiliations
NOVI SAD
Years Total number of Number of credits | in percent
granted credits granted to firms
with Jewish capital %
1935. 24 11 45.83 %
1936 - 1937 11 9 81.81 %
1938 - 1939 16 6 37.5%
LJUBLJANA
Years Total number of Number of credits | in percent
granted credits granted to firms
with Jewish capital %
1935. 10 0 0%
1936 - 1937 9 0 0%
1938 - 1939 8 0 0%

Source: Ad, 151-41(70)-65(95)
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Table 8:
Firms with Jewish capital that enjoyed the trust of the AJB from
year to year were, among others:

AMOUNT OF
NAME OF THE FIRM CREDIT IN DINARS

Split a.d. for cement exports - Split* 11,000,000
Hartman i Koen Meat exports a.d. - Subotica** 8,500,000
Osijek Leather Factory d.d — Osijek 8,300,000
Aluminum Factory - Zagreb*** 7,000,000
Hinko Majer i Drug - Zagreb™" 7,000,000
Brickyard Miler — Zagreb 6,300,000
Factories for Cotton Industry d.d. Hermana Polaka

Sinovi - Zagreb 6,200,000
Braca Kenigstedler d.d. - Novi Sad 5,300,000
Industrijsko i trgovacko D.D - Beograd™* 5,000,000

Source: AJ, 151-41(68)-65(92)

" The share capital of this company amounted to 30 million dinars, of which 60.34%
was of British origin, while the rest was in the hands of local and Italian Jews. It was
engaged in the export of cement to Palestine and the English colonies, see: Elaborat
o britanskom kapitalu, p.126; Nebojsa Popovic, ibid, p.109.

sk

Hartman was a well-known industrialist from Subotica in close ties with British busi-
ness circles, whom he especially helped in 1939/40 as an intermediary in the purchase
of grain from Vojvodina, organized by Unitad Kingdom Commercial Corporation.
In the economic war that Britain was waging with Germany in the Danube region at
that time, the goal was to limit German foreign trade as much as possible. This grain,
which was transported by the Danube, was mostly thrown into the Black Sea and a
small part was shipped to Asia Minor, see: Elaborat o britanskom kapitalu, p.261.

The factory was established with foreign Jewish capital and its guarantor was
Creditanstalt-Bankverein, see: AJ, 65-1183-2167; Elaborat o britanskom kapitalu,
p-140.

The firm of Jewish family Myler (brothers Milan i Artur Mari¢) as guarantor
Creditanstalt-Bankverein, see: AJ, 65-1183-2167

This firm was established by Yugoslav and Austrian Jews in 1922, see: AJ,
65-1243-22217.

Sk

dddk
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Table 9:

Loans between 2 and 4 million dinars were given to the companies
listed in the following table, as well as to about a dozen other
Yugoslav companies with dominant Jewish capital:

NAME OF THE FIRM AMOUNT OF
CREDIT IN DINARS
Konzorcijum za izvoz stoke u Palestinu 1
. 3,300,000
Egipat - Beograd
Voja Petrovié¢ & Ko, Gloganer & F. Polak i Moreno,
eksport of agricultural products - 3,000,000
Beograd
International & Caro & Jelinek - Beograd 2,500,000
Jugoslovensko zitarsko i trgovacko a.d. - Beograd” 2,000,000
Moise D. Salom Wholesale trade in
. . 2,000,000
manufactures - Sarajevo, Zagreb affiliation
Jugoslovensko Standard Vacuum Oil Comp. -
- 2,000,000
Zagreb
A. Lovenberger Wholesale trade in
. 2,000,000
manufactures - Novi Sad
Astra d.d. for oil processing and distribution - Beo-
q- 2,000,000
gra

Source: Ad, 151-41(68)-65(92)

* Major shareholders of this firm were the Jews, Jeno HirSenhanser i Ladislav Edenburg,
see: AJ, 151-2-2

™ Director of this firm and three out of four members of the Management were Jews, see:

N. Popovie, ibid, p.109.

The members of the Management as well as the majority of clerks were Jews, see:
Institut za istorijska pitanja, Elaborat o britanskom kapitalu. p.148.

ek
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Especially interesting is the case with the lending to the company
Anglo-jugoslovensko petrolejsko d.d. which in 1935 changed its
name to Jugoslovensko Shell and then became part of a large oil
cartel in Yugoslavia, which also included the companies Astra d.d.
and Yugoslovensko Standard Vacuum Oil Comp. with headquarters
in Zagreb, which is 1938/39 moved to Belgrade.’® In the period from
1935 to 1939, the Bank granted loans to the company Jugoslovensko
Shell in the amount of as much as 38.5 million dinars.®> Therefore,
there is no doubt that through the international capital (of Jewish
origin) engaged in Creditanstalt-Bankverein, this large company
entered also the sphere of interest of AJB.

All these data only deepen the conclusion about the dominant role
of Jews in industrial and trade affairs both in the Kingdom and
abroad, about which, between the two World Wars, the great
financial and economic expert Ljubomir St. Kosier wrote: ... “The
main part of our export trade is held by the Jews, and even more
than that - about 70% of the import trade was directly or indirectly
related to Jewish traders(..) One should only keep in mind the
large trade firms from Italy, Austria, Czechoslovakia, Germany,
France and England, which work with our country and two-
thirds of which are in the hands of Jews, and finally, most of the

'8 Tn this cartel, British and international Jewish capital was represented, which
through these companies connected with domestic Jewish capital. The main
mediator was the AJB, see: Institut za istorijska pitanja, Elaborat o britans-
kom kapitalu, p.143.

'8 Due to the lack of detailed records on loans granted until 1935, we indirectly

came to the conclusion that lending to companies with Jewish capital was a
practice ever from the time of the operation of the Wiener Bankervein branch
in the Kingdom, and that this tradition continued after the establishment of
AJB, with that difference, that it was largely intensified in the period from
1935 to the middle of 1939, apparently due to the difficult circumstances in
which the Jews found themselves in Germany and then in Austria, see: AJ,
151-41(68)-65(92), files of credits granted from credit institutions in Belgrade
and Zagreb, and the Novi Sad affiliation 1935-1939
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commissioners and intermediaries for Yugoslav export and import
trade are Viennese, Pest, Italian and German Jews(...) which hold
in their hands the main financial arteries of our State with foreign
countries, which occupy a dominant position in our credit and
industrial organization, which have in their hands large export
firms and finally their connections (with foreign Jews), and in light
of these facts they are in a position to put our foreign trade inthe
direction which s most suitable for them(...) In general, the role of
Jews in foreign trade is all the greater as in the Kingdom of Serbs,
Croats and Slovenes not only domestic Jews appear, but above
all foreign ones, with large export and import firms in Vienna,
Pest, Prague, Hamburg, Trieste, Milan, Paris, Berlin, Bucharest
and Constantinople, who by means of their excellent business
organization and connections with world financial centers and
overseas lands for a long time will exert a decisive influence on the
foreign trade and trade policy of the Balkan Slavs.”*** However, at the
time when Kosier wrote these lines, the danger that the realization
of the concept of a “large economic space” (grofer Virtschaftsraum)
and “additional economic space” of Nazi Germany would have for
the economic impact of international capital of Jewish origin, was
not yet in sight. In fact, this conception presupposed precisely the
conquest of economic positions and the creation of an economic
monopoly in the countries of Central and Southeastern Europe,
with the elimination of each and especially Jewish competition.

18 1j.St. Kosier, Jeveji u Jugoslaviji i Bugarskoj, (Zagreb: Ekonomska bib-
lioteka Srba Hrvata i Slovenaca, 1930); citation overtaken from the book
written by Nebojsa Popovic, Jevreji u Srbiji 1918-1941, (Beograd: ISI, 1997),

p.106. 189
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The great European banking crisis of the 1930s had multiple
consequences for Yugoslav private banking. Due to the severe
financial problems in which the banks of Vienna and Pest found
themselves, their role as financial intermediaries in Yugoslavia and
in the Balkans weakened. In fact, it turned out that the financing
of old Austrian arrangements did not bring enough desired profits
to large international capital, and the method of cooperation with
certain domestic economic and political representatives from year
to year only created increasing losses. At that time, the old concept
of a “mixed type” bank was already being abandoned in the whole
of Europe, which at the same time financed the industry and dealt
with deposit operations. The new type of bank excluded the
possibility of using short-term loans through current accounts
to finance companies or even industrial concerns. However, with
this new concept, banking affiliations in industrialized European
countries, such as those in Yugoslavia, were most affected. The
banks that lent to the industry were not allowed to force the
realization of their claims in the new circumstances, because
they were so engaged with their debtors themselves in such forms
that the failure of those debtors meant, in a way, their collapse.
Therefore, if they were under the tighter control of Western
European financial centers, they could expect their help, while
other affiliations, under the tighter control of Viennese and Pest
banks, were almost left to their own devices and forced to seek
help from the Yugoslav state and its Central Bank.
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In this sense, the AJB gained great importance in the Yugoslav
banking system as one of the few banks from which international
capital did not withdraw, but on the contrary, with adequate
financial intervention pointed out the great importance of this
Yugoslav banking institution in the international economic and
financial system. Thus, while the “escape” of foreign loans from
other banks created great unrest among domestic depositors who
knew that businessmen among foreingn capitalists understood very
well the situation, which suggested them the lack of confidence in
overall Yugoslav banking system, on the other hand, thanks to the
reputation of the European bankers engaged in the work of AJB
and their business and political ties being built in years before
crisis in Yugoslavia and abroad, enabled this Bank to climb on
the very top of the “banking” scale in Yugoslavia, keep the trust of
domestic depositors and foreign creditors and become in time one
of major financial bases for the placement of foreign capital in the
economy of the Kingdom of Yugoslavia.
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THE POSITION OF THE JEWS
IN THE KINGDOM OF YUGOSLAVIA

In the territory within the future borders of the Kingdom of
Yugoslavia, the Jewish population at the time of their settlement
lived in small groups whose ties to the countries they came from
were stronger than the common religion and ethnicity. Two-thirds
of Jews were Ashkenazi from Eastern European and Central
European countries (Hungary, Slovakia, the Czech Republic, Poland,
Austria, Germany) and whose mother tongue was Yiddish, while
one-third of future Yugoslav Sephardic Jews were from Spain,
Portugal, Italy, Turkey and other Balkan countries and their
mother tongue was Ladino. Over time, new generations have
embraced a language that has been in use in their immediate liv-
ing and working environment. With the creation of the Yugoslav
state In 1918, its citizens became Jews from Serbia, as well as
those from other South Slavic countries that had been part of
Austro-Hungary until then, among which there were significant
differences in origin, language, social structure, culture and
tradition. Thus, in the areas south of the Sava and the Danube, the
Sephardim mostly lived, while in other parts of the new State, the
Ashkenazi lived.!

! More on the history of Yugoslav Jews see: V. Vinaver, “Jevreji u Srbiji
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In Serbia, since gaining independence, Jews have enjoyed all civil
and political rights. King Milan Obrenovi¢ nurtured a particularly
good relationship with them, so that with the coming to power of the
Karadordevi¢ dynasty, those relations would be further improved.
Thus, in 1907, King Peter I personally laid the foundation for the
new Belgrade synagogue “Beth Israel”. Jews fought side by side
with Serbian soldiers during the Balkan Wars and the First World
War, and in 1917 Serbia became the first country, after Great
Britain, to recognize the right of Jews for a “home” and also for their
home country in Palestine.

On the territory of the former Austro-Hungarian Monarchy, their
position was far more complex. Thus, in Dalmatia, Istria, Croatia
and Slavonia, Jews gained and lost their political freedoms together
with the local population. An important date for them was cer-
tainly October 21, 1873, when the emancipation of Jews in Croatia,

pocetkom XX veka”, Jevrejski almanah 1955-56 [ Jewish almanac], (Belgrade:
Savez jevrejskih opstina Jugoslavije [Federation of Jewish Communitues in
Jugoslavia] 1956), pp.28-34; N. Popovic, Nebojisa, Jevreji u Srbiji 1918 -
1941, (Beograd: ISI, 1997); Z. Lebl, Do ’konacnog resenja’, Jevreji u Srbiji,
(Beograd: Cigoja, 2002); M. Koljanin, Jevreji i antisemitizam u Kraljevini
Jugoslaviji 1918-1941 (Beograd: ISI, 2008); H. Pass Freidenreich, The Jews
of Yugoslavia. A Quest for Community, (Philadelphia: Jewish Pubn Society,
1979); Zidovi na tlu Jugoslavije, Katalog izlozbe, (Zagreb: Muzejski pros-
tor, 1988); 1. Goldstein, “Historiografija o Zidovima u Hrvatskoj”, Radovi
Zavoda za hrvatsku povijest Filozofskog fakulteta Sveucilista uw Zagrebu,
36-37(2002-2004), pp.285-290; ibid, Zidovi u Zagrebu 1918-1941, (Zagreb:
Novi liber, 2004); M. Gross, “Ravnopravnost bez jednakovrijednosti”, Dva
stoljeca povijesti i kulture Zidova u Zagrebu i Hrvatskoj, ed. S. Matkovic
(Zagreb: Hrvatski institut za povijest, 1998), pp.106-126; Lj. Dobrovsak,
“Emancipacija Zidova u Kraljevini Hrvatskoj, Slavoniji i Dalmaciji u
19. stoljecu”, Radovi Zavoda za hrvatsku povijest Filozofskog fakulteta
Sveucilista u Zagrebu, 37 (2005), pp.125-143; ibid, “Hrvatska, srpska, aus-
trijska i madarska historiografija o povijesti Zidova od 1868. do danas”,
Historiografija | povijest u suvremenom drusivu, eds. G. Ravanéié et.al.
(Zagreb : Hrvatski institut za povijest, 2014), pp.51-70

* 8. Ignjat, Jevreji u Beogradu (Novi Sad: Hicad, 1926), pp.101-104
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Slavonia and Dalmatia was officially proclaimed, which finally
enabled them to engage in other occupations besides trade. This
led to a sharp increase in the percentage of Jews in medicine, law,
banking and other private professions in a relatively short period
of time. Since 1906, the life of Jewish communities has been reg-
ulated by law. After the First World War, the number of Jews in
Croatia rose sharply, so that in 1921 there were 20,000 of them,
out of a total of 64,000 Yugoslav Jews.? The Ashkenazi lived on the
territory of southern Hungary, in today’s Vojvodina, and they
quickly accepted the Hungarian language and culture, settling
Novi Sad and Subotica in the largest number. Due to the exception-
ally good position they had in this area, they found the change of
borders in 1919 as a great injustice, just like ethnic Hungarians.
Zionism in this area began to develop only within the Yugoslav
state.*

An important group of Yugoslav Jews consisted of Sephardim
living in Bosnia and Herzegovina, who over the centuries arrived
there mostly from Turkey, the Aegean and Albania, and to a lesser
extent from Italy and the Venetian Republic. They have made a
significant contribution to economic development, fully fitting into
life in the new environment. Based on Ottoman sources, 1t can be
seen that since their arrival in Bosnia, Jews have been able to
perform their religious rites freely. As non-Muslims, the Jews were
obliged to pay the head tax, jizya-harach and ispendzha for not
performing military service and property security. As they mostly

* L. Glesinger, Iz povjesti Jevreja u Hrvatskoj, Jevrejski almanah 1954
[Jewish almanac], (Beograd: Savez jevrejskih opstina Jugoslavije [ Federation
of Jewish Communitues in Jugoslavia] 1954), pp.60-68

* M. Koljanin, ibid, p.47; about three-quarters of the total number of Jews in
Yugoslavia lived in 11 cities: Belgrade, Zagreb, Sarajevo, Subotica, Novi Sad,
Skopje, Osijek, Zrenjanin, Bitola, Senta and Zemun, while the rest were set-
tled in smaller cities, see: D. Perera, “Neki statisticki podaci o Jevrejima u
Jugoslaviji u periodu do 1938. do 1965. god”, Jevrejski almanah 1968-1970,
Beograd, 1970, p.135.
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lived in urban areas and especially in Sarajevo (which was already
a strong economic and trade center in the 16th century, not only in
Bosnia but in the entire Balkans), they, like the rest of the urban
population, were exempt from certain taxes, given that they were
engaged in handicrafts and trade. After the Austro-Hungarian
annexation of Bosnia and Herzegovina, Ashkenazi began to move
to Sarajevo. As early as 1879, they founded their municipality
there, built a synagogue and opened the First Gymnasium, which
1s the oldest cultural and educational institution in Bosnia and
Herzegovina.’

The unification of individual city Jewish communities in the area
where the Yugoslav state was later formed was considered even
before the First World War. This idea could be realized only after
the founding of the new State. Thus, in 1920, a single Association
of Jewish Religious Communities of Yugoslavia was formed, which
already by 1933 had considerably strengthened the mutual ties,
as well as the material position of the community within the
Kingdom. During that period, the Jews got their first represent-
ative in the Assembly, Rabbi Isak Alkalaj. In fact, since 1921,
the legal status of the Jewish community has been regulated by
the first Constitution of the Kingdom. The Constitution was the
guarantor of the principle of full freedom of religion and equality
of all legally recognized religious communities, among which was
the Jewish religious community. Its position was also guaranteed
by the new Constitution from 1931. Also, in 1929, the Law on the
Religious Community of Jews in the Kingdom was passed, which,
among other things, determined the amount of the state subsidy.
Observed in relation to the number of members of the community,
this amount was the largest in the country.® According to the lat-

> P. Finci, Kratka kronologija jevrejske zajednice u Bosni i Hercegovini (from
Pinkasa Jevrejske opstine Sarajevo) see: hitp://lwww.jevrejsketeme.in.rs/
jevrejske-teme-pdf/Kratka%20kronologija%20jevrejske%20zajednice %20
1%20Bosni%20i%20Hercegovini.pdf (approached on July 1st, 2020)

6 1. Lazi¢, “Pravni polozaj verskih zajednica u staroj i novoj Jugoslaviji”’, Nase
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est statistics from 1938, there were 17,370 Jewish families in
Yugoslavia with 71,342 members and 4,000 to 5,000 Jews of
foreign nationality. They lived in all parts of the country, with only
a hundred of them in Slovenia, and even fewer in Montenegro.”

The professional structure of the Jews reflected their participa-
tion in economic activities in the Kingdom extremely well. Thus,
while the Jewish population was the least engaged in agricul-
ture (only 5%) and somewhat more in crafts, its presence was sig-
nificant in the field of industry, and predominant in trade and
banking. Their economic power in Yugoslavia was many times
greater than their share in the population, which could be partly
explained by their traditional intermediary role in the econ-
omy, interconnectedness and great mobility of capital, which was
important not only for them but also for society as a whole. This
connection of the locals with the Jewish capital in other developed
countries, which enabled them great economic advantages in the
Kingdom, sometimes bothered them. We have already pointed out
that some pre-war research showed that Jewish capital dominated
foreign trade in Yugoslavia and had significant and sometimes
predominant interests, especially in insurance and banking as
well as in the food, construction and textile industries. In this
process, the economic and social position of Jews in Croatia and
Slavonia most obviously improved.® For example, during one dec-
ade, only in one Croatian city, Osijek, the share of Jewish capital
in shareholding companies increased by 100%, while, say, in
Subotica in 1921, individual factory owners, who were Jews, dom-
inated here in sharehodling companies during the entire interwar
period.’

teme, 6, Zagreb 1967, p.1097.
" D. Perera, “Neki statisticki podaci o Jevrejima u Jugoslaviji”, p.135.

 1j.St. Kosier, Jeveji u Jugoslaviji i Bugarskoj (Zagreb: Ekonomska bib-
lioteka Srba Hrvata i Slovenaca, 1930), p.73.

* M. Koljanin, ibid, p.97.
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The economic strength of Yugoslav Jews significantly contributed
to the modernization and Europeanization of the entire society.
However, due to their financial strength and power, any negative,
especially dubious business connections with foreign and domestic
political and economic elites, with a corruption scandal in the back-
ground was often under public scrutiny. That is why a very impor-
tant part of the stereotype about Jews was that they were behind
the largest number of economic scandals that shook the Kingdom
between the two world wars. In time, this will become a common
place for anti-Semitic propaganda in Yugoslavia. Namely, since
the National Socialists came to power in Germany in 1933, anti-
Semitism has spread to European countries just as German eco-
nomic, cultural, political and military influence has spread. Large
waves of Jewish refugees from Germany, and later from Austria
and the Sudetenland, flowed into the Yugoslav borders in the
years after 1933. This refugee tide carried with it a danger, not
only of jeopardizing the Yugoslav authorities’ foreign policy efforts
to establish and maintain good relations with powerful neigh-
bors such as fascist Italy and since the Anschluss of 1938 the
Third Reich, but also of internal political problems such as was to
encourage anti-Semitism. While the first danger was already suc-
cessfully eliminated during the government of Milan Stojadinovic,
the second inevitably gained more and more momentum, zealously
encouraged by certain pro-fascist and right-wing movements and
organizations.'

In the period from 1938 to 1941, philosemitic texts, publications
and brochures had a limited influence on Yugoslav public opin-
ion due to the small circulation and in most cases the anonymity of
the authors, while anti-Semitic propaganda had a much greater
influence, as it was accessible to newspapers, such as Vreme
or Balkan. The taciturnity of the high-circulation newspapers

1 M. Ristovi¢, “Jugoslavija i jevrejske izbeglice 1938 — 19417, Istorija XX veka,
no 1, Beograd, 1996, pp.21-41; H. Pass Freidenreich, ibid, p.180.
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Politika and Pravda together gave the impression to the Yugoslav
Jews that they were in a state that also considered them one of
its important internal political problems.!! Since the beginning
of the 1930s, the magazine Narodna odbrana had openly accused
Jews of being foreign exploiters, bearers of corruption and enemies
of establishing national harmony between Serbs and Croats. From
the middle of the same decade, anti-Semitic propaganda in the
Serbian environment became more and more organized, through
the activities of the first pro-fascist political movement in Serbia,
which operated under the name - the Yugoslav People’s Movement
Zbor. Its president and founder, lawyer Dimitrije Ljoti¢, a great
admirer of the character and work of Adolf Hitler, practically per-
sonified this movement, which would lead to open cooperation
with the Nazis after the occupation of Yugoslavia in 1941. In
Croatia, anti-Semitic propaganda was both anti-Yugoslav and
anti-Serbian, given that it was backed by far-right and clerical
organizations as well as illegal terrorist organizations, the most
famous of which was certainly the Ustasha. The return of Ustasha
emigration to the country after the Yugoslav-Italian agreement
of 1937 gave a strong impetus to pro-fascist and anti-Semitic
propaganda in Croatia. There, Jews were most often accused of
acting against Croatian interests, that is, against the Croatian
liberation movement, but their economic strength, on which the
entire Croatian economy was largely based, was no less under
attack.'

In the background of this situation was the great German
economic and political influence on the official Yugoslav policy.
Namely, after the assassination of King Alexander Karadordevic
in 1934, and especially after the arrival of Prime Minister Milan

"""N. Duka, “Antisemitizam i kritika antisemitizma u beogradskoj brosuri 1933
- 1945”7, Godisnjak za drustvenu istoriju, I book. 3, Beograd, 1994, 283-300;
N. Popovic, ibid, pp.164-170.

2 Tbid; M. Koljanin, tbid, p.47.
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Stojadinovié, a year later, Yugoslav foreign policy increasingly
turned to cooperation with Nazi Germany and fascist Italy. When
Stojadinovic’s government fell in February 1939, the Jewish
community gave great support to the new government of Dragisa
Cvetkovié, which partially silenced the anti-Semitic propaganda
in the country. In return, the Jews significantly supported the
signing of the Cvetkovic-Macek agreement with their support.'®
However, after the unexpected and complete collapse of France in
the spring of 1940, Germany definitely became the most important
foreign policy partner of the Yugoslav economy, and in that sense,
the political pressure of Nazi Germany on Yugoslavia was growing.
This situation inevitably led to politically forced measures which,
at the end of 1940, for the first time in the history of the Kingdom
of Yugoslavia, led to the introduction of discriminatory measures
against Jewish Yugoslav citizens. Namely, on October 5, 1940,
the Council of Ministers passed, without an official explanation
of the motives, two anti-Semitic decrees, the first of which practi-
cally banned all food wholesalers if their owners or co-owners were
Jews, while the second decree introduced numerus clausus which
stipulated that the percentage of Jewish pupils and students had
to be reduced to the level of the percentage of Jews in the total
population.!* This was an extremely severe blow to the Yugoslav

3 The Cvetkovic-Matek agreement was a political compromise made in August
1939 between the Prime Minister of the Kingdom of Yugoslavia, Dragisa
Cvetkovic, and the leader of the coalition of the Croatian Peasant Party and
the Peasant-Democratic Coalition, Vladko Macek. It implied the formation
of a new coalition government in which Matek was appointed vice-president
and the proclamation of a territory that included a large number of ethnic
Croats in the Banovina of Croatia, see: J. B. Hoptner, Yugoslavia in Crisis
1934-1941 (Wisconsin: Literary Licensing, LLC, 2011), p.256; It is interest-
ing that Yugoslav Jews had previously taken an active part in the negotia-
tions on the political reorganization of the state, so the only meeting between
Prime Minister Milan Stojadinovi¢ and Vladtko Macek was held in the hunt-
ing lodge of the Jewish industrialist Robert Deutsch-Maceljski in early 1937,
M. Koljanin, ibid, p.105.

" H. Pass Freidenreich, ibid, pp.239-242.
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Jewish community because, although they made up just under half
a percent (0.46%) of the total population, their children’s share
at the University of Belgrade alone was 3.16% and at trade
academies 4%. Prior to the enactment of the Decree, 118 Jewish
students, out of a total of 3,731, enrolled in the first year of
study at the University of Belgrade. After a scuffle between the
state representatives, who thought that only 17 students should
be enrolled, and the University, the University won Pyrrhic
victory, succeeding in getting “as many as” 44 Jewish students to
study that year.'

Three months before the decrees were passed, the AJB manage-
ment fired about 40 of its employees, all of whom were of Jewish
descent, without the knowledge and approval of the Yugoslav
authorities. It was the first mass dismissal of Jews from a legally
speaking Yugoslav institution, carried out under conditions of
strong pressure from the new, German owners. Except for the sym-
bolic manifestation of professional solidarity, embodied in a pro-
test text of the Glasnik Saveza bankovnih ¢inovnika (Gazette of
the Union of Bank Officials), this unpleasant event had almost no
echo in the Yugoslav public at the time.'* Therefore, it is not sur-
prising that the reactions to the introduction of discriminatory
measures against Yugoslav Jews were lukewarm, while among
political parties, the only one that criticized the decrees was the
illegal Communist Party of Yugoslavia, which through its mem-
bers and sympathizers, especially at the University of Belgrade,
actively took participation in printing proclamations and organizing
protest rallies of students and professors.!’

> M. Koljanin, ibid, p.427.

6 Glasnik bankarskih, osiguravajucih, irgovackih i industrijskih sluzbenika,

Zagreb, no.10, 11. September 1940; V. Aleksi¢, Banka i mo¢, Socijalno-
finasijska istorija Opste Jugoslovenskog bankarskog drusiva 1928-1945
(Beograd: Stubovi kulture, 2002), p.74.

' M. Koljanin, ibid, p.448.
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REPRESENTATION OF JEWS IN THE ALLGEMEINER
JUGOSLAWISCHER BANKVEREIN

Out of a total of eighteen foreign representatives, who passed
through the AJB Board of Directors in the period from 1928 to
1940, eight of them were Jews. Among them were already men-
tioned: Richard Fanta, wholesaler and consul general from Vienna,
1n the administration from 1928 to 1935; Alfred Heinsheimer, CEO
of Wiener Bankverein, from 1928 to 1936; Hugo Weinberger, from
1928 to 1933; Oscar Pollak, director of Wiener Bankverein and
director of Bihmische Union-Bank (Ceskd banka Union), 1928 and
from 1937 to 1938; Gotlib Moravec from 1929 to 1933, when he
was succeeded by Otto Freund, another director of the same
Bank, in administration until 1939; then, there was Alfred
Schwartz, the director of the Budapest branch of the Wiener
Bankverein, as well as the general manager of the Banque Belge
pour UEtranger in 1929 and from 1934 to 1938; and Edmond
Goldschmidt, the representative of foreign capital in the AJB,
from 1931 to 1939. In the same period, among six foreign repre