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Presidency Banks

In 1806, the first Presidency Bank, the Bank of Cal-
cutta, was started. In 1809, its name was changed to
the Bank of Bengal. Its first charter empowered the
directors to issue Promissory Notes payable on demand
for amounts not less than Rs. 10 and not more than Rs.
10,000. Its notes were made legal tender and were ac-
cepted by the Government, but not unconditionally. At
first the Government did not receive its notes outside Cal-
cutta but afterwards they became acceptable at all trea-
suries in the lower province of Bengal. In spite of this
limitation, it is said that it had a wide circulation. Its
notes were in currency as far as Banaras, according to
an authority; but they were subject to a discount of about
four per cent.

The two other Presidency Banks of Bombay and the
Bank of Madras were founded in 1840 and 1843, re-
spectively. The latter replaced the Government Bank of
Madras. Our knowledge of the circulation of the notes
of these Presidency Banks in scarce. The circulation of
the notes of the Bank of Bengal was 29 lacs in 1809,
but it gradually rose to one crore seventy-six lacs in 1862,
the last year of its circulation. The denominations of
its notes were Rs. 10, 15, 16, 20, 25, 50, 100, 250, 500,
1000, and 10,000. This Bank had become so powerful by
1834 that it pursued a policy of receiving only its own
notes and not those of others. The Bank of Bombay had
its highest point of circulation as Rs. 1,28,12,000. The
circulation of the Bank of Madras did never exceed 24.2
lacs.

Besides these three Presidency Banks, there were also
a few private banks, which had the paper currency of
their own; but little is known about them. Of these,
Union Bank, which arose out of the ruins of a num-
ber of trading agencies or firms in 1829, had the circu-
lation of its currency notes between three to seven lacs
till 1837. The notes of this bank for a time were accepted
by the Bank of Bengal; but when in 1854 the latter
decided not to accept the notes of other banks and
persisted in its decision, having its monopoly of Govern-
ment's recognition, it very much affected this bank and
it disappeared in 1848.

The Commercial Bank (1819-1833), The Calcutta Bank
(1824-29), the Bank of Mirzapur, the Bank of India
(founded in 1828), the Bank of Western (founded in
1842), the Oriental Bank Corporation (Agra) and the
United Service Bank of Agra were the other private
banks which issued their own notes. But these banks
could not issue their notes for long.

What was the form of the notes of all these banks
is nowhere described nor do specimens of their notes now
survive. A few notes of the Bank of Bombay that survive
show that it issued notes of several denominatioins that
ranged between Rs. 10 and 10,000 in value and were
uniformly designed, having four long, rectangular borders.
The upper and lower borders had a floral design in centre
which divided them into two compartments. The upper
two compartments had inscriptions in Persian script; and
the lower left in Gujarati and the right one in Hindi in
Devanagari script. The two sides had in niches the effigies
of Mount Stuart Elphinston and Sir John Macolm—suc-
cessive Governors of Bombay, the former on the left
and the latter on the right. The four cardinal points
had the denomination of the note in figures. The upper
left in Persian, upper right in Roman, lower left in
Gujarati and lower right in Devanagari. In the centre
of the field was a long panel of underground tinting,

The field had in the top line BANK OF BOMBAY; under-
neath was the space for the date. Then over the under-
ground tinting was inscribed I PROMISE TO PAY THE
BEARER ON DEMAND (value in words). Below it in
centre was BOMBAY. In the lower left side was Entd.
followed by a space for signature and the Accot. (for
Accountant) : below it the amount in words in a panel.
In the lower right side was the space for the signatures
of Secretary and Treasurer to be put on behalf of the
Bank. The words are FOR THE BANK OF BOMBAY
above and SECY. AND TREASURER below with a space
in between. It bore a serial number also. These notes
were signed in the own writings of the Accountant and
Treasurer and also the date of their issue was written.
Most likely similar was the form of notes of the other
two Presidency Banks. The notes of the Bank of Bengal
were probably signed by a Director before 1857; and
from 1858 its notes were signed by the Secretary, Deputy
Secretary and Accountant.''

First Banking Act

A regular paper currency in India was established only
in 1851, when the issuing of the paper currency passed
from the Banks to the Government of India. The Govern-
ment by an enactment (Act. No. XIX of 1861) in July
1861 prohibited the issue of all negotiable instruments—
bank cheques and drafts excepted, by any corporate body
or person or persons. However this was relaxed in the
case of the three Presidency Banks of Bengal, Bombay
and Madras, which were permitted to continue issuing
business till March 1862. Under this Act a department
of issue was established: but the affairs were managed
by the Presidency Banks on behalf of the Government.
In 1867 the Government took upon itself to carry on the
business.

After the passing of the Act of 1861, the country was
divided into three distinct circles of Calcutta, Bombay
and Madras, and notes issued from any of these circles
were not legally encashable outside its area. A circle
was thus a self-contained currency district.

In 1864, sub-circles were established at Allahabad,
Lahore, Calicut, Trichanapally, Vizigapatam (afterward
termed Coconada), and Nagpur. By 1865-66 Karachi was
added to it. Later, as paper currency increased in cir-
culation, more sub-circles were created. Akola was estab-
lished in 1868-61. By 1876-77 some shuffling was done
with the circles and sub-circles but their number stood
at ten; by 1887 their number was reduced to seven, viz.
Calcutta, Bombay and Madras as the principal circles and
Allahabad, Lahore, Karachi and Calicut as sub-circles.
Of these sub-circles the first two belonged to Calcutta
and the next two to Bombay and Madras, respectively.
Later the Currency Office at Allahabad was shifted to
Kanpur. By an Act of 1882, Burma, which was hitherto
outside the scope of the Paper Currency Act, was brought
within it and a circle office was opened at Rangoon in
1893. The notes of the subcircles were payable not only
at their place of issue, but also at the circle office of the
Presidency to which they belonged; but the notes of the
circles were cashable at the sub-circle office only under
special circumstances. By the Currency Act of 1910, the
sub-circles were abolished. Calicut was absorbed in
Madras and others were made separate circles. The cur-
rency map of India had practically remained unchanged
till 1935, when Burma was excluded from India. After
the division of the country into two parts, Karachi and
Lahore went to Pakistan.

2. This appears from a casual mention in an article,
`Some Notes of India' by R. Leader, published in the
Quarterly Magazine of the International Bank Note
Society, XI, No. 3 (March 1972), p. 140.
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