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© OnekcaHap PycHak* (YepHisui)

CTAHOBULIE BAHKIBCbKOI CUCTEMMU MIBHIYHOI BYKOBUHU | XOTUHLLUHA
Y MDKBOEHHWU MNEPIOA

Y ecmammi i0emvcs npo cmanosuue dauxiecvkoi cucmemu Ilisniunoi bykosunu it Xomunwunu y
1918-1940 pp. y cknadi koponiecokoi Pymynii. Yeaea 3eepmaemuvcs na po36umox OAHKIBCLKUX YCAHOS
ma OCHOBHI HanpamKu ix OisnbHocmi. Haconouyemocs na necamusnux nacuioxkax Ilepuioi ceimosoi sitinu
o5t inancosoi cghepu peciony, 0emanbHo SUCEIMAIOEMbCSL NEPIo0 NIOHECeHHsT OAHKIBCLKUX YCMAHO8
1920-x pp. Xapaxmepusyemuvcs enaug Benukoi 0enpecii. AHA3y10mbcs OCHOBHI ii nposi6u.

Y 1918-1940 pp. 6anxiecoka cucmema Ilisniunoi byxosunu ma Xomuhwunu 3a3Ha1d OOKOPIHHUX
nepemeopensb. OOHUM i3 OCHOBHUX HOBOBBEOEHb CIAILO 3ANPOBAONCEHHS PYMYHCHKOI 2pOU060i 0OuHUYi —
nes. Y 1920-x pp. sunuxna Hu3ka Hosux 6anxie abo iddynacs peopearnizayis icuyrouux incmumyyii. Hoesi
Oamnku aice Oisnu 30e0ilbul0c0 K aKYiOHePHI Mosapucmea, a He Haiedxicanu micyesii aominicmpayii. Ha
nouamxy 1930-x pp. Kintoka ycmanos smyuieni 6yau npunurnumu pooomy. Ilonpu nosceasnents OisibHoOCi
banxie nanpukinyi 1930-x pp., Hacrioku HaUOIILWOL C8IMOBOI eKOHOMIUHOL KPU3U, NOGHICMIO MAK I He
680a10Cs NOOONAMIL.

Ha nouamxy pymyncoko2o npasniiHs npogiony poiws y (hinancosux npoyecax idiepasas Hayionanvnuil
oankx Pymynii, sakuii oopa3zy nicas npueonanns Ilisniunoi bBykosunu 1t Xomunwunu 3acnysag y Yeprnisysx
CB0€ NPedCmMaBHUYME0. Y 11020 0008 '3KU CHOUAMK) 86X00UE KOHMPOJIb HAO JIKEI0ayicto (initl KOMUUHb020
Ascmpo-Yeopcbkoeo 6amnky ma 0OMIH A8CMPIUCLKUX | POCIUCLKUX OAHKHOM HA PYMYHCBKY 2POULO8Y
0OUHUYIO.

Tnwumu enusosumu banxkamuy kpaissaxcanucs.: « Kpaiiosuii banky, «Inomeunuii 6aunk», « Aneniticoruil
oanky, «Komepyivinuil nayionarpnuti oanxy, « Tosapucmeo kpeoumysanHs mopeieni i npoMUCciI080Cmiy,
«banx Mapmopow, branx i Koy, «Cxionuu 6auky, Pymyncoxuti 6anky, «Bioencokuii mopeosuii Oanky,
«Pymyncoxuii kpeoumnuii banky, «Ouaona kacay.

Knrouosicnosa: bauxu, llieniuna bByxkosuna, Xomurwuna, inghasayis, 2pouiosa 00uHuUYs, Kpeounty8aHHs,
xanimau, 0eno3um.

Oleksandr Rusnak (Chernivtsi)

THE STATE OF THE BANKING SYSTEM OF NORTHERN BUKOVYNA
AND KHOTYN REGION IN THE INTERWAR PERIOD

Abstract. In this article the author describes the state of the banking system of Northern Bukovyna and
Khotyn region in 1918-1940 in the amalgamation of royal Romania. The attention is paid to the development
of bank offices and main directions of their work. The stress is laid on negative results of World War I for
the financial system of region, the period of rising of bank sphere in 1920s is investigated in details. The
influence of Great depression on work of regions banks is characterized. Its main manifestations are
analyzed.

Keywords: banks, Northern Bukovyna, Khotyn region, inflation, monetary unit, credit, capital, deposit.
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Formulation of scientific problem and analysis of recent research. Today, when the financial
sphere of Ukraine, having moved beyond the strict framework of the command-administrative system, has
long been operating on the basis of a market economy, it is important to study the experience of financial
structures of some of its territories, which were previously under capitalist relations. This experience is
especially relevant today, when our state, like others, for the second time in 20 years, has fallen under the
influence of the global financial crisis. In many ways, the experience of overcoming of the main economical
problems in Northern Bukovyna and Khotyn region during the Great Depression can be useful today. After
all, certain aspects of one of the largest global scale economic aggravations have appeared in our time.

On the other hand, the available publications of scientists do not allow getting a holistic picture of
the work of the regional banking system in the interwar period. The first researchers of this problem were
Romanian specialists N. Prelici' and V.Ungurean®. In their works, they gave a brief description of the
activity of the most powerful banks in Bukovyna, but the authors were overly keen on their achievements,
showing only the positive side of the functioning of banking institutions. Soviet historians did not pay
enough attention to this issue, limiting themselves to brief notes of a critical nature.

Interest in the problem has grown among Ukrainian researchers. Their most recent work, which
characterizes the financial and economic development of the region in the interwar period, is «History of
financial and economic relations in Bukovyna»®. Despite the fact that the work was published in 2009, it is
not without essential shortcomings.

Therefore, based on previous researches of Ukrainian scholars, critically using the works of Soviet
and Romanian historians, as well as introducing into scientific circulation a number of archival documents,
the author aims to provide the comprehensive description of the banking system in the interwar period.

Presenting main material. In 1918-1940, Northern Bukovyna and Khotyn region were involved in
economic processes, typical for the whole Romania. Therefore, the general trends in the financial system
of the country were fully reflected in the region under the study.

After the end of World War I, the financial situation in Romania was extremely difficult. There were
typical inflation surges caused by the post-war global crisis, which destroyed Romania’s trade balances.
Arouse chronic budget deficits, which have been caused by the imperfection of the fiscal system®. Thus,
the country’s leadership was forced to large money issues supplies, which were not provided by precious
metals. This led to intense inflation®. To this was added the growth of the country’s external debt, which
caused the devaluation of the national currency abroad more than inside of the country. Contrary to
expectations, the end of the war did not stop the growth of military maintenance costs. Postwar financial
losses were also linked to administrative reform. National Bank of Romania (Banca Nationala a Romaniei,
hereinafter —- NBR), gave loans to the state, and in 1918 the public debt amounted to 1,596 million lei®.

NBR has experienced acute problems with the money issue in the newly acceded lands. With the
inclusion of large areas of Bukovyna, Bessarabia, Ardeal, Banat the question of unification of the currency
arose, because there were in circulation Austro-Hungarian crowns or Russian ruble. And herewith the State
Treasury was scattered in «Bank of England», «Bank of the Reich» («Reichsbank») and in Moscow. The
questions of the return of these funds arose at the Paris Peace Conference in 1919, but unlike the countries
of Western Europe, where were Romanian reserves, from Bolshevik Russia could not return anything’.

At the same time, in Khotyn region, as in the whole Bessarabia, at the beginning of the Romanian
rule there was one feature, related to the functioning of the monetary system. A few years after World
War I, Russian ruble of two types were still in circulation here: the Romanovs’ and Kerensky’ Provisional
Government money issues. Despite the fact that due to the large number of counterfeit banknotes (especially
“kerenkas”) there was almost complete devaluation in 1919, the population still did not want to use the
Romanian currency, and paid in Russian ruble®.

Often in 1920 there were cases of fraud in the exchange of Austrian krone or Russian ruble for
Romanian lei. «In this year (1920) the exchange of Austrian krone for Romanian lei was transferred at
the rate of 2 krone for one leu. People, who did not know the exchange rate believed all the panic rumors
spread by those who already knew the exchange rate set by the Ministry of Finance beforehand, bought lei
for 5 or more krone before the official exchange and thus enriched the baptized and unbaptized leeches for
millions» (here and hereinafter — the author’s translation)’.

There were cases of fraud in the exchange of foreign currency, mostly of the US dollar. In addition to
identifying of those involved, the authorities carried out public elucidative work'.
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Since 1914 to 1922, a strong increase of inflation was registered — 28.6 times!''. The largest depreciation
of the Romanian national currency was observed against the British pound, the US dollar and the French
franc'?. Since 1923, the inflation declined, which made possible, during 1925-1929, to stabilize gradually
the currency.

Therefore, the main direction of governments work was the fight against speculation in the national
currency. Largely under the influence of deflationary processes (which were characteristic of Europe) only
since 1922 began an inflation decline. A new Gold Exchange Standard was introduced, which ended the
dominance of gold in internal circulation and greatly reduced its role in foreign exchange.

Since 1923 the stabilization of the national currency began. With the exception of seasonal fluctuations,
no significant jumps were observed. In 1925 it was decided to reduce the money supply. Gold reserves
began to accumulate. The policy of increasing gold reserves has proved its worth during the economic
crisis.

However, deflationary policy slowed down many types of economic activity, and in 1927 it was
proposed to abandon from the revaluation of the currency. Instead, they allowed the market to stabilize the
currency’.

The law of February 7, 1929 determined the value of the lei in 10 mg of gold of 900 samples and
thus resumed the conversion of the national currency. A number of economists criticized this course and
considered it inflated. Thus, the American dollar was sold for 45.6 lei in January 1920, in 1923 for 206.3
lei, in May 1926 for 265.9 lei, and in February 1929 for 167.5 lei. This exchange rate was maintained for
some time by the sale of currency by NBR. Stabilization of the exchange rate made it possible to avoid its
fluctuations. Thus, Romania became the last country in Europe, which had regulated the monetary situation
after the World War I'*.

But soon, in 1930, with the fall in prices for raw materials and grain in Romania, the economic
crisis began. This disrupted economic growth plans. The situation was complicated by the introduction of
protectionist customs laws in the countries that were Romania’s main trading partners: Hungary, Austria,
Germany, Bulgaria, Czechoslovakia and Greece. Nevertheless, in 1929-1932 the policy of promoting the
development of national industry was pursued. Since 1932, customs policy through tariff rates has made it
possible to mitigate the effects of the crisis®.

Beginning since 1930, when Romania was hit by the economic crisis, prices jumped for industrial
and agricultural products. There was a big difference between the prices for agricultural and industrial
products'®. Prices for agricultural products fell twice during 1930-1931 and only in 1935 they reached the
pre-crisis level. Prices for industrial products fell until 1933, but in a lesser extent!”.

In 1933-1935, sporadic attempts were made to revive the economy. Only in 1936 the price of gold
stabilized, and the value of the national currency was set at 38% lower than in 19298, Since 1935 to 1940,
there was a slight rise in prices, which allowed the Romanian national economy to reach satisfactory
positions'.

The mainstay of the state in the rise of the postwar ruined economy and the unification of money
circulation was NBR, established in 1880, It held an exceptional position among other banks. Having the
status of the first financial institution of Romania, it immediately after the joining of Northern Bukovyna
and Khotyn region established its representative office in Chernivtsi. The beginning of its work was
extremely difficult. Its responsibilities initially included overseeing the liquidation of branches of former
«Austro-Hungarian Bank». The main problem was the exchange of Austrian and Russian banknotes for the
Romanian currency. However, the region did not even have enough personnel for this?!.

In total, in the first half of the 1920s, there were about 1,000 banks and credit unions in Romania.
However, NBR provided more assistance to the financial institutions of the capital. Some of them received
from NBR in 5-6 times more loans than their authorized capital. Among them was «Bank of Payments»
(«Banca de Scont») with the authorized capital of 80 million lei, «General Bank» («Banca Generalay) — 60
million. This policy has led to a concentration of capital and business people in Bucharest, where various
financial institutions have been established®.

Since the second half of the 1920s the situation has somewhat changed. The province was given the
opportunity to believe in itself by starting the organization of economic life. To do this, we had, first of all,
to make NBR’s capital more mobile, which has already reached all corners of the country®.
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Beginning since 1930, the financial situation in Northern Bukovyna and Khotyn region became feather
more linked to Bucharest. At the same time, there have been close ties with foreign countries since prewar
times. Until 1931, the capital formation of the region increased mainly due to an enlargement of bank
deposits of the local population. Despite the fact that the economy was financed here from Bucharest and
from abroad, local investments played a leading role?*.

After World War I, many Austrian banks collapsed financially in the region. Some disappeared
on the whole, and those that remained became mostly the property of Romanian banks®. If in 1914 in
Chernivtsi there were only 4 large banks: branches of «K. K. priv. Mortgage Bank of Galicia in Lvivy
(«K. K. priv. Galizische Akt. — Hypothekenbank in Lemberg»), «Vienna Bank» («Wienerbank — Verein A.
G. Viena»), «Anglo-Austrian Bank» («Anglo-Osterr. Bank Wien») with main office in Vienna and Prague
«Central Bank of Prague» («Ustredni Banka Praha»)* and 12 private, then gradually their total number
increased. However, not everyone was able to survive the global economic crisis. Mostly branches of
powerful financial structures from Bucharest remained®’. In particular, during the war 4 more banks (joint-
stock companies) were formed?®. In total, 17 private institutions were founded on the territory of Northern
Bukovyna in 1914-1918. In many villages at that time there were also unregistered moneylenders®.

The leading financial institutions of the region, founded before the arrival of the Romanian government,
continued their activities in the interwar period. The main among them was «Regionalbank» («Die
Regionalbank»), which was opened as a joint-stock company in 1905. In Romanian times, after the change
of leadership, it was engaged in all types of banking operations®. At the same time, special attention was
paid to financial operations in the agricultural sector, namely, the issuance of loans for the purchase of
property and real estate, ensuring agrarian reform (there was a special agricultural section of the bank)*'.
In general, it functioned successfully, although not without difficulties*. In March 1928, the bank was
transformed into a joint-stock company «Regional Bank» («Banca Regionald») with a share capital of 1
million 500 thousand lei*.

At the time of the joining of region to Romania, «Galician Mortgage Bank in Lviv» («Galizische
Aktien-Hypothekenbank in Lemberg») was also operating. In a short period of time, it took a dominant
position in Bukovyna. Until February 1920 it was a branch of «Lviv Mortgage Bank». Later it was named
«Mortgage Bank JSC» («Banca Ipotecara S. A.»)*. It was engaged in the issuance of promissory notes,
collections, transfers of money from one account to another, stock exchange transactions, issuance of
securities, savings books, storage of valuables and pawnshop activities. The bank attached great importance
to the development of trade in agricultural products. It financed the creation of warehouses in Chernivtsi
for its storage and preparation for sale®*. In 1922 it opened warehouses in Lipcani for storage of goods for
producers and traders from Bessarabia. It provided lendings for the purchase of products to merchants,
facilitated the organization of the export of movable property and the conclusion of extensive trade
relations™. According to the Romanian-Polish agreements, the bank ensured close interstate relations in
the field of commerce?’.

Since 1910, a branch of «Anglo-Austrian Bank» operated in Bukovyna. It contributed mainly to
the industrialization of the forest industry and the development of agriculture*®*. And in 1920, due to a
change of leadership (the administration of «Anglo Bank» («Banca Anglo») was established) and with the
relocation of the central office from Vienna to London, the name was changed to «Anglo Bank» («Banca
Anglo»)¥. Chernivtsi branch came under the direct control of London leadership and worked according to
the established principles of British banks*.

Gradually, new banking institutions expanded their activities in Northern Bukovyna and Khotyn region.
Thus, in 1921, «Commercial National Bank» («Banca Comerciald Nationala»), founded by «Agricultural
Bank» («Banca Agricolay) from Bucharest and «Mercury Bank» («Banca Mercury) from Vienna, began
operating in Chernivtsi*!. At once the authorized capital was 15 million lei. A year later, due to the bank’s
activities, it was increased to 30 million. During this period, shareholders were paid dividends in the
amount of 16%*.

In 1924, the Ministry of Trade and Industry in Chernivtsi established joint-stock «Company of Credit
for Trade and Industry» («Societatea de Credit pentru Comert si Industrie»). The government approved the
authorized capital in the amount of 25 million lei*. The bank facilitated lendings to enterprises engaged in
trade and industry**. However, «Company of Credit for Trade and Industry» was adversely affected by the
global economic crisis. As of 1930, the bank had a debt of 100 million lei. Although it managed to reduce it
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to 36 million by 1934, but at a meeting of board members in connection with the bankruptcy, it was decided
to liquidate the company and create a corresponding commission®.

One of the most powerful banks in the region in the interwar period was «Bank Marmorosh, Blanc and
Co.» («Banca Marmorosch, Blanc & Co.»). On June 1, 1919, its branch opened in Chernivtsi. It primarily
financed large-scale industry and trade in Bukovyna and Bessarabia. In particular, with its help, it was
possible to restore the sugar factories that were destroyed during the World War I in Stara Zhuchka, Luzhany
and Zarozhany. Over time, the largest commercial and industrial enterprises in the region were added to
its concern (the bank had parts of shares in them)*. Among them were joint-stock companies: «First
Bukovynian Brewery» («Prima fabrica Bucovineand de bere S. A.»), « Woodworking factory «Bykovynay
(«Fabrica pentru industria lemnului «Bucovina» S. A.), as well as «Karapchiv» yeast factory» («Fabrica
de drojdie «Carapciv»), «General» («Generala») and «Mechanical» («Mecano») enterprises. In addition,
«Bank Marmorosh, Blanc and Co.» lent to enterprises, engaged in grain processing, wood processing,
grain exports and imports of various goods*’. Under its leadership, shops and warehouses were established
(the railway from the central station of Chernivtsi led to them), which could accommodate 500 freight
carriage®.

In 1918, with an authorized capital of 22.5 million lei, «East Bank» («Banca de Est S. A.») was
established in Chernivtsi®, with branches in Chudei, Kitsman, Mykhalcha, Putyla, Seliatyn, Storozhynets,
Vashkivtsi, Vyzhnytsia, and Zastavna®. It served mainly foreign trade. It was especially successful before
the Great Depression. Thus, in 1924 it paid 17% of dividends to shareholders!. One of the main creditors
was Religious Fund of Bukovyna®.

In 1919 in Chernivtsi began its activities a branch of «Romanian Bank» («Banca Roméaneasca S. A.»),
founded in Bucharest in 19113, With one of the most extensive networks across the country, it has worked
with more than 130 financial institutions®*. Much attention was paid to lending of individuals®. At the same
time, the interest rate at which loans were granted did not exceed 3%. Interest-free loans were sometimes
provided>.

During the interwar period, continued to operate Chernivtsi branch of «Vienna Commercial Bank»
(«Wiener Bank-Verein»), founded in Vienna in 1904%7. Through it, the population of the region often
received remittances from America. Although in general it carried out typical financial activities™.

Either in 1924°° or in 1926%, in Chernivtsi began operating a branch of «Romanian Credit Bank»
(«Banca de Credit Roman S. A.»), founded in 1888 in Bucharest. Acting until 1940, it had branches
throughout the country®'. Its purpose was to promote the development of industry and agriculture by
providing loans for the establishment of industrial enterprises, the purchase of raw materials, movable
and immovable property, as well as financing the export of agricultural products. In particular, the bank
facilitated the export of products of «Zarozhany Sugar Plant» («Fabrica de zahar «Zarojeni») and small
food industry enterprises to Poland, England and Germany®. The company’s clients became forestry and
light industry enterprises, as well as traders®. Conducting of foreign operations was ensured by buying /
selling of large amounts of various types of foreign currency: German marks, Polish zlotys, Czech crowns,
Swiss and French francs, US dollars, British pounds®.

Since 1860 to 1940 in Bukovyna there was a joint-stock company «Savings Bank» («Banca de
Economii»). During the period under study, the company’s charter underwent minor changes, but it
continued to operate normally until the economic crisis®.

In 1920s banking business reached its most rapid development in the region. By 1928, 26 new joint-
stock companies were opened throughout Bukovyna, which were engaged in financial transactions®.
Among them, in addition to the above mentioned, in Chernivtsi: «Commercial and Industrial Bank»
(«Banca Comerciala si Industriala») with authorized capital of 5 million lei, «Bank «Agricultural Producer»
(«Banca «Producatorul Agricol») — 25 million lei, «Bukovynian Agrarian Bank» («Banca de Agricultura
Bucovineana») — 6 million lei, «Bank «Romanian Artisan» («Banca «Meseriasul Roman») — 5 million
lei, «North Bukovynian Bank» («Bancé Bucovineand de Nord») — 3 million lei, «Civil Bank» («Banca
Civica») — 3 million lei, «Industrial and Agricultural Bank» («Banca Industro-Agricola») — 3 million lei,
«Bank of Volunteers» («Banca Voluntarilor») — 1 million lei, «Teachers’ Bank for Upper Moldova» («Banca
Invatatorilor pentru Moldova de Sus») — 1 million lei, «Bank for Internal and External Trade» («Banca
pentru Comertul Intern si Extern») — 5 million lei, «Romanian-Polish Bank» («Bancd Romano-Polonay)
— 2 million lei; in Sadgora «Credit Bank» («Banca de Credit») — 1.5 million lei; in Storozhynets «People’s
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Bank» («Banca Poporului») — 1 million lei, «Storozhynets Bank» («Banca Storojinetului») — 0.5 million
lei, and «Storozhynets County Agricultural Lending Company» («Societatea de Credit a Agricultorilor din
Judetul Storojinet») — 0.5 million lei; in Vashkivtsi «Commercial Bank» («Bancd Comercialdy) — 1 million
lei®.

In 1929, «Bukovynian Bank» («Bancad Bucovineand») was founded in Chernivtsi with a capital of 8
million lei. Its shareholders became «... merchants, industrialists, lawyers and senior officials»®®.

One of the most powerful banks in Bessarabia, which had an extensive network of branches in Khotyn
and Chernivtsi counties, was «Bank of Bessarabia» («Banca Basarabiei») with its center in Chisinau®. The
company’s branches operated in Ataky, Khotyn, Novoselytsia, Sokyriany and Chernivtsi™.

If we divide the shareholders of the banks by nationality, Germans owned «Civicy» and «Bukovynian
Agrarian Bank», Ukrainians — «North Bukovynian Bank», and Poles — «Romanian-Polish Bank».
Romanians in Northern Bukovyna owned: «Bank «Agricultural Producer» (provided lendings at one of
the lowest interest rates in the region)”!, «Bank of Volunteers», «Teachers’ Bank for Upper Moldovay,
«Commercial Bank», «Regionalbank», «Storozhynets Bank», «Storozhynets County Agricultural Lending
Company», «Bank «Romanian Artisan»’. «Jews, of course, owned most of the banking institutions»’.

The vast majority of banks in the region were based not on individual capital, but collective. In total, as
of 1928, the capital of Romanian banks in Bukovyna amounted to 55 million 150 thousand lei, despite the
fact that the total capital of all banks was 165 million 450 thousand lei. The total number of shareholders
was about 7,000 people’. The small Romanian capital here was divided between many weak banks that
could not get trust by NBR or the inhabitants of the region. They could meet only a few minor local needs.
Naturally, the owners of Romanian banks called for the struggle to create a powerful financial institution
that could incorporate small ones and gain the trust of depositors and NBR”.

However, even during the global economic crisis, NBR paid attention to the most powerful financial
institutions in the region. Of 60 million lei which were distributed by NBR among banks of Bukovyna,
only 8 million were received by banks with Romanian capital’.

It should be noted that banking structures of Northern Bukovyna and Khotyn region, as well as the
whole Romania, could not escape the devastating effects of the largest financial collapse of 1929-1933.
However, the crisis was marked by its later beginning and end than in most countries of the world”’.

By 1930, the capital of banks, which were formed after the war, had grown significantly. But, starting
since 1931, this trend was disrupted: at the beginning of the year, several banks stopped paying. Since the
second half of 1931 the outflow of capital from banking institutions had begun. Depositors stopped making
deposits and began to withdraw intensively money from accounts’. In 1931 the number of bankrupts on
bills in the region increased by 15% compared with 19307.

The financial situation of the region, as well as the general state of the economy, continued to
deteriorate in 1932 and 1933. The collapse of American banks in early 1933 led to a sharp fall in the
dollar and provoked monetary panic around the world and, of course, deteriorating of financial situation in
Romania. Large sums of money, taken from local banks in 1932, were converted into dollars, and in 1933,
due to the fall in the US dollar, these capitals declined significantly. The collapse of the dollar caused a
general distrust in foreign currency, which paralyzed any manifestations of the entrepreneurial spirit and
became an obstacle to the accumulation of money and the formation of new capitals. The remaining funds
were invested mainly in construction, often without urgency, which led to the devaluation of housing fund.

The number of banks began to decline, and their activities became rather modest, limited by remittances,
encashments and export financing. Lending of private people has practically stopped because of difficulties
in its repaying. Only at the end of 1933 some large banks began seldom to give loans. A convincing proof
that lendings were not provided was the number of contested policies in 1933: 5,000 against 17,130 in
1932%,

In 1935 the situation remained the same. Occasionally, people trusted their savings to banks because
they could not invest them more profitably. As in the whole country, there was a prolonged credit crisis
in the region. In 1935, 1329 bills were appealed against 2,214 in 1934. The activity of private banks that
remained in the region decreased even more. Only export of timber, eggs and livestock was financed?®!.

In 1936, due to the revival of foreign trade and industry, the financial situation in the region improved.
However, despite the fact that the number of depositors increased, the situation with deposits was far
from normal. After all, during the crisis, the structure of lending was completely changed. Financial and
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securities lendings have almost completely disappeared. Before the crisis, the main source of banks for
lending to trade and industry were mainly funds of depositors. And at that time the credit went from the
top to the bottom: from NBR to small banks, and the latter, in turn, gave loans further. In 1936, 1,333 bills
were protested®.

The stabilization of the price of gold, carried out in November 1936, had no effect on Bukovyna and
Bessarabia. But construction activity continued to grow. Only in the city of Chernivtsi 150 million lei were
invested®. The largest buildings of that time, built with usage of metal and reinforced concrete structures,
included the House of Romanian Culture (nowadays the House of Officers) and the building of the airport.

Even at the end of the Romanian rule in the region, despite some improvements, banking institutions
were unable to recover fully. The outflow of capitals from banks continued®. One of the last in the region
in November 1938 was joint-stock company «North Bank» («Banca de Nord») with a share capital of 30
million lei. Its shareholders, along with private people, were the Religious Fund of Bukovyna®.

Conclusions. Thus, with the joining of Northern Bukovyna and Khotyn into Romania, the region
became dependent for 22 years from the impact of economic processes that covered the entire country.
The difficult financial situation of the country after World War I greatly hampered the development of the
banking sphere. This was especially related to the province. However, since the mid-1920s, National Bank
of Romania has managed to curb the inflation, so positive trends have emerged in the activities of banking
institutions. In the 1920s, a number of new banks emerged or existing institutions were reorganized. The
new banks already operated mostly as joint-stock companies and did not belong to the local administration.
The activity of banks declined significantly during the Great Depression that engulfed Romania in the early
1930s. Several institutions were forced to close. Despite the revival of their activities in the late 1930s, the
region’s banking system has not been able to overcome fully the effects of the world’s greatest economic
crisis. After all, the trust of the population has already been lost.
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