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An Object-Lesson for Americans

The Inflation Notes of Hungary 1945-46
By Dr. Mihaly Kupa

World War II not only brought devastation to the
Hungarian soil but it wrecked the country's financial
system as well. After the war it became necessary to
completely reorganize the monetary system.

By the end of the war—in 1944  the bank note cir-
culation in Hungary reached 20 billion pengoe. This
inflated level of currency in circulation could be traced
in large measure to the financial measures which had
been introduced in 1939. The figure of 20 billion pengoe
compared to a total of only 545 million pengoe in bank
notes which circulated throughout all of Hungary two
years previously.

Because of the immense difficulties in printing paper
money brought about by a lack of materials, skilled labor
and equipment, it was not possible to begin immediate
reissuance of bank notes at the conclusion of the war.
Fortified by three Russian loans, the Hungarian Finance
Ministry was ready by July 1945 to issue its first post-
war notes.

The first note in the denomination of 100 pengoe was
released on July 16, 1945. This issue marked the first
of the notes now known as the Hungarian inflation series.
There followed a rapid inflation requiring the issue of
notes in ever-increasing denominations. The inflation,
which lasted a little over a year, saw the value of pengoe
denominations rise to the 100 million pengoe mark on
March 18, 1946, whereupon the monetary unit was
changed to milpengoe, each new unit now being equal
to one million of the old pengoe. Milpengoe notes were
issued until June 3, 1946, when the overwhelming infla-
tion caused the abandonment of the milpengoe unit for
the bilpengoe (written on notes "B. PENGO"). The
last old milpengoe series was the one milliard milpengoe
released on June 3. 1946. The same day the changeover
to bilpengoe notes was effected with the issuance of the
ten thousand bilpengoe note. One bilpengoe had the
equivalent value of 1,000,000,000,000 of the old pengoe.
The inflationary spiral continued until the last of these
notes in denominations of 100 million bilpengoe and
of one milliard bilpengoe (a note which did not circu-
late) was released on the same date of June 3, 1946.

This wild inflation was caused principally by the
government's attempt to cover its deficits by increasing
the quantity of bank notes in circulation. The con-
tinually increasing shortage of consumer goods hastened
the depreciation of the pengoe. The result was a lack
of confidence in the pengoe by the public, which sig-
nalled the start of a mad race between wages and prices,
a factor that had both a paralyzing and demoralizing
effect on the community. In December 1945, the Fi-
nance Ministry ordered a levy on bank notes. The
result was temporary, however, lasting only a fortnight.
Numismatic examples of the attempted levy may be seen
on the one thousand, ten thousand and one hundred

thousand pengoe notes of 1945. Those notes bearing
the red, brown and green bank stamps are the notes to
which the capital levy had been affixed. The stamps cost
the owners of the notes 75% of their face value.

The velocity reached by the inflation may be seen if
we recall that the bank note and bill circulation amounted
in 1937 to 545 million pengoe or roughly 103 million
U. S. dollars and that it rose at the end of June 1945
to 23.572 million pengoe, which represented a sum of
37.5 million U. S. dollars. On December 31, 1945. the
bank note circulation had risen to 765.466 million pengoe
with the equivalent of 2.7 million U. S. dollars. By
July 15, 1946, the total bank note circulation in Hungary
had reached the figure of 760.470.754,175.318 milliard
pengoe!

From July 9, 1946 onward, the pengoe bank note
ceased to be regarded as a means of payment. The
government next introduced a new monetary unit, the
adopengoe or, in English, taxpengoe. The taxpengoe
was originally issued by the state for the purpose of
facilitating the collection of taxes and dues. Naturally,
even the taxpengoe vouchers were unable to halt the
vicious spiral, though it must be admitted that they did
bring about some lessening in the speed of depreciation
of the currency. For awhile. however, the adopengoe
became a popular form of calculating any payment re-
placing the previous currency. Nothing could stop the
depreciation of the currency, nothing could stop the mad
inflation, however.

On the first day of issue of May 1. 1946, the adopengoe
was worth 630 pengoe. Fifteen days later the ratio
had risen to 4,400 to 1; by the end of the month 108,000
to 1 was being quoted; and on July 28, 1946, the value
of the adopengoe had fallen to two billion bilpengoe to 1.
The highest denomination adopengoe note, 100 million
adopengoe, dated May 25, 1946 at the greatest point of
the inflation, was equivalent to an incredible 20,000,000,-
000,000.000,000.000.000.000 pengoe!!

Finally by the Finance Ministry order No. 136.300/
1946.VII.P.M.. the use of tax stamps overprinted with
adopengoe values was authorized for circulation as "aux-
iliary legal tender." These small stamps actually circu-
lated as money from June 1, 1946 onward. They were
of the type used to record dues from real estate deeds.
judicial dues and the like. These stamps are rectangles
26 x 37 mm. in size. The overprints are black in color.
The smallest stamp note of the inflation had an equivalent
value of 200.000 trillion pengoe.

From the middle of July 1946. non-interest bearing
treasury notes of the Hungarian Postal Savings Bank
were in circulation as a medium of payment in denomina-
tions of "Tizezer" (10,000). "Szazezer" (100.000 ).
"Egymillio" (one million), and "Tizmillio" (ten million
adopengoe).
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100 pengoe note, April 5, 1945

100,000,000 pengoe note, March 18, 1946
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1,000 pengoe pre-inflation note, 1943

10,000 pengoe note, July 15, 1945
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1,000,000,000,000 pengoe note, May 24, 1946
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Fiscal stamps overprinted in taxpengoe for use as legal
tender currency

On July 31, 1946, the last day of the inflation, one
adopengoe had the equivalent value of 2,000 trillion
pengoe or 2,000 billion milpengoe or 2,000 million
bilpengoe.

At this point Hungary's present monetary unit, the
"Forint" (florin I was introduced on August 1, 1946 at
a ratio of 200 million adopengoe to one forint.

Despite this disastrous inflation, the early inflation
notes have left us with some beautiful examples of the
engraver's art. Some are illustrated here. A complete
collection of this series makes a beautiful and colorful
display.

TWO DOLLAR (Lazy 2) NOTES

Jewett City, Conn. National Bank
Kinderhook, N.Y. Union National
Palmyra, N.Y. First National
Peeksville, N.Y. Winchester National
N.Y.C. First National
N.Y.C. Market National
N.Y.C. Marine National
N.Y.C. Banking Association
N.Y.C. Ninth National
N.Y.C. Saint Nicholas National
N.Y.C. State of N.Y. National
Philadelphia, Pa. Sixth National
Newport, R.I. First National
Providence, R.I. Roger Williams

FIVE DOLLAR NOTES

Jewett City, Conn. National Bank
Aurora, Ill. First National
Canton, Ill First National
Cecil, Ill. First National
Galena, Ill. First National
Peru, Ill. First National
Chicago, Fourth National
Chicago, First National
Chicago, Merchants' National
Chicago, Third National
Chicago, Traders' National
Osage, Iowa, First National
Richmond, Indiana, First National
Louisville, Ky. First National
Boston, Mass. Shoe & Leather National
New Bedford, Mass. Merchants' National
Westfield, Mass. Hampden National
Jackson, Mich. People's National
Concord, N.H., First National
St. Louis, Mo., First National
N.Y.C. Commercial National
N.Y.C. Merchants' National
Canton, Ohio. First National
Cincinnati, Ohio. First National
Dayton, Ohio, First National
Hanover, Pa. First National
Pittsburgh, Pa., First National
Tamaqua, Pa., First National
Milwaukee, Wisc. First National

TEN DOLLAR NOTES

Huntsville, Ala., National Bank
Chicago, Ill., Merchants' National
Richmond, Ind., National Bank
Lafayette, Ind., National Bank
Terre Haute, Ind., First National
Thornton, Maine, First National
Boston, Mass. First National
Lebanon, N.H., First National
St. Louis, Mo., First National

New York State

KNOWN COUNTERFEIT FIRST CHARTER
NATIONAL BANK NOTES

The following list is reprinted from Donlon's 3rd
edition catalog United States Large Size Paper Money
1861-1923 with the express permission of Mr. William
Donlon. It is drawn from a compilation made in 1876
from records of the Secret Service.

Genuine Nationals were printed for most of these
banks, but many counterfeit notes still exist and occa-
sionally come to light. All early issues of United States
paper money should be carefully examined, especially
First Charter Nationals and U. S. Legal Tender notes.

Buffalo, Firemen's & Merchants
Cherry Valley, Central National
Lockport, Exchange National
Lockport, First National
Newburg, Highland National
N.Y.C. Central National
N.Y.C. Commercial National
N.Y.C. First National
N.Y.C. Marine National
N.Y.C. Mechanics' National
N.Y.C. Merchants' National
N.Y.C. State of N.Y. National
N.Y.C. Tradesman's National
Peekskill, Winchester National
Poughkeepsie, City National
Poughkeepsie, Farmers & Mfgs.

(Continued on Page 193)


	The Inflation Notes of Hungary, 1945-46

