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Abstract

In my Thesis | review the state defaults of several European countries, that took
place in the early 20th century. In doing so, | examine the measures introduced by
States in order to deal with crises that arose and how they affected public debt and
creditors. | pay attention to the incentives that drove debtors and creditors, and I also try
to show the implications that could be drawn. Furthermore, | consider important to
present the circumstances of the measures taken and their relationship to each other. In
the second half of my dissertation, | analyze one particular Hungarian state bond from
several perspectives as part of a case study. In addition to an overview from the
perspective of economic history, legal aspects of the bond are also included in this
fundamentally dual approach of investigation. In my Thesis, | examine, if there is a
possibility for bondholders to reconcile adverse consequences of 20th century state

defaults in particular concerning bond series targeted.



Zusammenfassung

In meiner Diplomarbeit betrachte ich die Staatspleiten einiger européischer
Lénder, die im 20. Jahrhundert stattfanden. Dabei untersuche ich die von den Staaten
ergriffenen MafRnahmen zur Bewadltigung von Krisen und wie sie sich auf die
Staatsverschuldung und die Glaubiger ausgewirkt haben. Ich achte auf die Anreize, die
Schuldner und Glaubiger angetrieben haben, und ich versuche auch, die Konsequenz
aufzuzeigen, die gezogen werden konnte. Daruber hinaus hielt ich es fir wichtig, die
Umstande der getroffenen Malinahmen und deren Verhéltnis zueinander darzustellen. In
der zweiten Héalfte meiner Dissertation untersuche ich im Rahmen einer Fallstudie eine
bestimmte ungarische Staatsanleine aus mehreren Perspektiven. Neben einem
wirtschaftshistorischen Uberblick werden auch rechtliche Aspekte der Anleihe in diesen
grundsétzlich dualen Untersuchungsansatz einbezogen. n meiner Diplomarbeit
untersuche ich, ob es fir Anleiheglaubiger eine Mdoglichkeit gibt, die nachteiligen
Folgen von Staatsausfallen im 20. Jahrhundert, insbesondere in Bezug auf

Anleiheserien, auszugleichen.
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1.0. Introduction

Implications of sovereign debt issued by a State have always grabbed the mind
of economists and to some extent that of the lawyers. In the 19th and 20th centuries,
sovereign debt was a particularly common source of finance with the purpose of
borrowing from the public and fund budgetary items such as infrastructure
development, services or even war expenditure. State debt can take up many forms, for
instance government bonds. These bonds embody a contractual obligation to provide
interest and in most cases principal payments to bondholders, which are basically
financed by domestic tax revenues. However, as we have seen many times before,
governments may run into financial problems due to numerous reasons resulting in a
default. These defaults are often preceeded by some kind of crisis. The causes are wide-
ranging and could be internal or even external alike. (see Sturzenegger and Zettelmeyer
2006; Bruendel 2015)

History of state defaults being as old as sovereign debt itself provides us a broad
overview about the evergreen issues, consequences and incentives arising when a State
defaults on its debt. In fact, what are these aspects that tie up the raised attention? In
case of a state default the government fails or stictly refuses to honor its debt that brings
about various consequences. The costs of default might appear through several channels
and in the light of the given circumstances the magnitude and length of detrimental
effects may differ. The vast majority of authors agree that the first tangible effect that
the State suffers in the event of default is the drop in GDP per capita, on the extent of
which there is no consensus. In general it is found that the level of annual output cost
varies between 1.4% and 10.5%, depending on the measurement methodology, however
GDP reduction is persistent albeit not permanent. In contrary, Eduardo Levy-Yeyati and
Ugo Panizza (2011, 95-105) found, that GDP drop in case of a default is not statistically
significant. Downturn in GDP is primarily embodied in the decrease of investment and
gross trade, however change in the volume of consumption is not clearly defined.
Among the components of gross national output, investment declines the most during

state default. It is also found that default on sovereigns often triggers banking crisis



amplifying the costs. In order to understand the linkage between the magnitude of
default costs and the banking channel, it is necessary to point out that banks' portfolios
usually include government bonds. In case of a default on sovereigns, banks may
experience massive reduction concerning their asset side via write-offs or lower
valuation of sovereigns thus weakening domestic banking system. Furthermore, defaults
might hold in their lending activity starting a domino effect due to the strong
interdependence of banks on each other, which may lead to a bank run and financial
autarky. Since firms are reliant on banks in obtaining funds for development, a decline
in lending activity may bring about reduction of investments and drop of stock prices.

(see Borensztein and Panizza 2008; Kuvshinov and Zimmermann 2019)

A default and banking crisis can easily be accompanied by a currency crisis,
when the confidence in the currency of the defaulting State collapses. The consequences
can be captured in the fact that the given currency is subject to devaluation. This is
particularly dangerous if, on one hand, a considerable part of the public debt is
denominated in various foreign currencies and, on the other hand, if the banks'
portfolios contain a large number of securities that call for foreign currencies. In
contrary, the situation is completely different if the public debt is mainly denominated
in domestic currency, since in this case the State can devalue its own debt. (see

Borensztein and Panizza 2008; Kuvshinov and Zimmermann 2019)

In addition to this, as a result of a default, trade balance collapses due to a
decline in imports. Moreover, countries try to increase exports in order to eliminate
external dependence, however a negative impact of default could also affect volume of
exports via trade sanctions further reducing GDP. Also, trade and exchange rates are
highly correlated meaning that suppose the currency of defaulting State is devaluated,
cost of imported goods might rise as a result of a detrimental change in exchange rates.

(Borensztein and Panizza 2008)

Another important channel is the reputation through which a default can be
harmful to the country later on. Although if a default occurs, the government faces an
immediate reduction in debt obligations resulting in a plenty of rope concerning its
budget, a repudiation or inability to pay might reduce creditworthiness and reputation.

The deterioration of the international reputation of the given State raises many



problems. Above all, it is worth mentioning that defaulting States experience temporary
exclusion from financial markets in the future, however such restriction is considered to
be short-lived. In addition to this, the worse the credit record and lower the recovery
rate on defaulted public debt, a longer exclusion period is predicted. Furthermore, a
higher haircut and loss suffered by creditors also imply longer restriction of market
access. On the other hand, we must distinguish between inability and unwillingness to
pay. While the latter category is strictly punished by the market, temporary financial
disturbance accompanied by a restructuring being more beneficial for creditors have
significantly milder consequences for the defaulting country. Another aspect of state
default is to be found in the future borrowing conditions, however, there is disagreement
between the authors in this regard. Some argue that default and restructuring have
minimal effects on future loan terms, while others assert that higher haircuts trigger
higher subsequent bond yield spreads and longer period of market exclusion. When it
comes to bondholders, they loose the invested principal and interests lended to the
government and owed on the bond either partly or even fully.(see Sturzenegger and
Zettelmeyer 2006; Cruces and Trebesch 2013; Borensztein and Panizza 2008)

At this point it is important to nail down, that in the 19th and the first half of the
20th century principle of absolute sovereign immunity was a prevailing concept
describing the relationship of a State and private individuals/companies. The essence of
the doctrine is, that private individuals and companies are not able to enforce the State’s
contractual obligation, i.e. suppose a default occurs, a bondholder is not in the position
of demanding compensation or further interest payment using judicial way.
(Sturzenegger and Zettelmeyer 2006) In order to raise bargaining power, creditors
usually form groups and negotiate via committees incentivized to reduce losses. If a
government runs into default, it has many options to choose from depending on the
current circumstances and incentives. In the eye of absolute sovereign immunity, an
obvious choice is to simply repudiate sovereign debt bearing the abovementioned
consequences. On the other hand, if governmental illiquidity is presumed to be
temporary and there is a willingness (or a commitment prescribed by an international
treaty) to honor debt further, a restructuring, transitive suspension of payment, or partial
cancellation takes place. As regards restructuring, the most common measures

introduced are modification of terms and conditions in a way, that interest rates are



somehow reduced and/or duration is extended. Partial cancellation means, that
bondholders agree to accept fractional repayment of their princial. (Sturzenegger and
Zettelmeyer 2006) Depending on the viewpoint, a win-win situation may be achieved
by the parties involved. Suppose a partical cancellation or interest rate reduction is
introduced entailing devaluation of governmental bonds, the State could purchase the
bonds affected back on a considerably low price and at the same time bondholder claims
are not refused completely.

From bondholder perspective, the 20th century was exceedingly eventful and
hectic. Treaty of Versailles closing WW1 redrew the map of Europe and triggered many
detrimental economic consequences. As a result of the Peace Treaty, Austria-Hungary
was sliced up into small separated entities in 1919 called as the Successor States.
Without even taking a relived breath, the Great Depression knocked on the door
pushing many countries into critical economic circumstances, that were still struggling
with side-effects of the first world war anyway. Furthermore, it did not take so long for
WW?2 to leave Europe in ruins. These historical events strongly influenced bond
revaluation bringing about —among more- collapse of commodity prices followed by a
banking crisis, hyperinflation, changes of regimes and currencies, let alone defaults.
Bond prices were affected in a volatile way triggering fluctuations concerning
revaluation and payments. From a 70-100 years perspective, fate of those sovereign
debtholders seems to be only history or rather an instructive example for investors. It is
easy to forget, that holders of state debt in the early 20th century were from one hand
companies and endowments, on the other hand private individuals composed of flesh
and blood with full of investment ambitions and economic expectations. A question
arises now, namely: is there a possibility for bondholders to reconcile adverse

consequences of 20th century state defaults?

In my thesis, after an overview of German and Austro-Hungarian defaults and
their corresponding implications, | am going to analyze the question further by
displaying how the Successor States of Austria-Hungary treated sovereign debt and
bondholders. For the sake of the idea, example of Habsburg Successor States tends to be
singular and challenging due to numerous reasons. First of all, Treaty of Versailles

raised a framed situation that was more beneficial for bondholders compared to a



preceeding state default under the governance of absolute sovereign immunity.
Provisions strictly excluded discretional rights concerning certain kinds of government
bonds obliging Successor States to honor the proportionately distributed Austro-
Hungarian sovereign debt. Moreover, equal treatment and invariable terms were granted
for bondholders irrespective of nationality. Another remarkable improvement was
placed into the Peace Treaties, which secured value preservation at a desirable pre-war
level concerning some securities. On the other hand, Habsburg Successor States
introduced new national currencies, which made the isssue much more complicated.
The dissimilarity in currency values correlated to each other immediately evolved, that
brought about differences in revaluation of state bonds right after WW1. Although the
divided securities had the same terms and conditions in all of the Successor States, debt
service, bondholder treatment and revaluation varied immensely across these countries.
Debtholders pooled into committees in order to attain preferable outcome via bargaining
with the new entities. As a result of negotiations that took place in the 1920s, a series of
international conventions were concluded providing a uniform debt restructuring
applied for all of the countries and bondholders involved. On the other hand, Kingdom
of Hungary opted out of entering into the last ones following a divergent route, which

was strongly influenced by prevalent phenomena of hostility towards foreigners.

In the second part of my thesis, I would like to present the complete history of a
government bond issued by the Kingdom of Hungary within the burden of Austria-
Hungary, which contributes to existing literature on the field of economic history.
However, after conducting an extensive research, based on the results | found, that
defaults on this bond were eventually not resolved. Moreover, the Hungarian way of
dealing with bondholders in the 20th century left open questions and debatable
situations that remained unanswered and unsolved until today. | am going to argue, that
there are grounds for owners of this particular bond to reconcile detrimental effetcs of
previous Hungarian default now. | am going to show, that legal aspects of the
aforementioned bond exceeds existing literature providing a unique or rather divergent
answer compared to current considerations, which helps us to illuminate my research
question. As we will see, conclusions are far-reaching that may give rise for further
researches in the topic of historical sovereign bonds affecting recent and prevailing

thinking.



11.0. Overview of state defaults

[1.1. Example of Germany

Last decades of the 19th century has seen a lending boom manifested in
sovereign bond issuances, all of which government bonds constituted the major part.
Due to the fact, that the Central Powers were excluded from international financial
markets, Germany relied on domestic purchasing power and primarily financed its war
expenditure by issuing war bonds. Nine series of these securities were directly sold to
the public producing 97 billion marks for Germany. Motives for war bond subscription
were notably influenced by governmental and social pressure materialized in patriotic

propagation and expectations on victory. (see Bruendel 2015; Trag 2019)

In 1919 Treaty of Versailles closed the first world war bringing fundamental
economic, political and moral changes in countries that made up the Central Powers. A
considerable amount of compensation commitment was imposed on Germany, who had
to face with territorial losses as well.? (Finch 1922) Furthermore, it did not take too long
for change of regime leading to the establishment of Weimar Republic. At that time, a
significant matter of pre-war and war bonds suddenly arose, that were circulating in
hands with their mass. Creditors of Germany apprehensively waited for official
declarations from the newly born Republic about what will be the fate of their bonds.
Fear of bondholders was by fact not irrational, because Germany followed the classical

inflanatory policy. (Trag 2019)

Between 1914-1918 Germany increased the money supply by 400% boosting
inflation. Moreover, the German Central Bank (Reichsbank) reduced the fraction of one

third gold backing, which was originally intended to protect value of the German mark

! War bonds=Kriegsanleihen
2 Treaty of Peace between the Allied and Associated Powers and Germany, signed in 28. June 1919,
Versailles (hereinafter referred to as: Peace Treaty of Versailles), Article 232.



and replaced it mostly by paper money. The lack of reasonable and fundamental
monetary intervention generated devaluation of the German currency and purchasing
power gradually decreased. On the other hand, value of government debt was being
reduced by rising inflation. From 1919 onwards, Germany had to deal with
hyperinflation that made public debt unmanageable. The seemingly incontrollable
running of inflation was beaten by a currency reform in 1923, which was considered to
be a state default. As a result of this movement, 1 trillion mark was converted into 1
new rentenmark devaluating the preceeding German currency as well as financial assets
that were denominated in German mark. In addition to this, Loan Dissolution Act
proclaimed in 1925 eventually set out the issue of sovereign debt devaluating the entire
amout at once, which affected money claims and debt securities alike. Value of
government bonds was reduced to 2.5% of the original one, however covered bonds and
government bonds securing a right to draw were revalued on a 12.5% level compared to
their initial worth. (Trag 2019)

To sum up the incentives and consequences of the German default that occured
just after WW1 briefly, it demonstrates a clear devaluative strategy, where the State was
financed by the combination of unbacked extensive money supply along with loans.®
Additionally, Germany obviously benefited from high inflation beyond control
depreciating pre-war and war bonds that were the major components of sovereign debt.
(Trég 2019)

By relieving the budget considerably, Germany overcame one of the most
pressing issue, however there were other serious problems to deal with. In accordance
with the Peace Treaty, Germany had to honor reparation payment obligations towards
the UK and France. Germany dearly needed capital, which was hard to obtain from
domestic soil. So as to be able to acquire the funds necessary, several type of bonds
were issued between 1924-1930 generating substantial revenue. For instance, Reich
reparation bonds were released by the government denominated in various foreign
currencies, called the Dawes and Young Bonds. Other than that, some bonds served

different purposes satisfying the needs of German private sector, such as industries and

% Investigation of the question, whether government and central bank policy was intentional or unmeant is
beyond my thesis.
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agricultural enterprises issued by States of the Reich and public agencies. (see Trég
2019, Buxbaum 2016)

Within the framework of the Dawes Plan, bonds were issued denominated in US
dollar, pound sterling, Swedish crown, lire and Swiss francs in 1924 with an expiry of
25 years. These securities were partly marketed to german citizens, however most of the
instruments were subscribed in the UK, USA, France, Switzerland, Belgium, the
Netherlands, Sweeden and lItaly offering 7% of interests. Moreover, the total nominal
value of Dawes bonds issued amounted to 190,4 million gold dollars. The Young Plan,
implemented from 1930, continued the privatization of German debt and, together with
the Dawes Plan, greatly contributed to Germany's economic recovery. In addition to
this, the former reduced German reparation charges and also involved the issuance of
new bonds with a nominal value of 302 million gold dollars. The Young securities
provided an interest rate of 5.5% and were issued in several currencies, particularly in
US dollars, French francs, pound sterling, Swiss francs, florins, belgas, lire and
Swedisch crowns maturing in 35 years. Unlike Dawes bonds, where only the American
issue contained a security clause, all issues of these securities were protected by a gold

clause. (see Clement 2004; Accominotti and Kessler and Oosterlinck 2017)

Despite the fact, that Weimar Republic urgently needed financial aid for
recovery, volume of bond issues soon exceeded a level that would have been
sustainable. The original motive of Dawes Plan and the mass issuance of reparation
bonds was to stimulate German economy contributing to world economic development.
On the other hand, higher and higher demanded yields for new series risked financial
capacity maintained for reparation payments, which eventually led to a new unstable
situation. After a stock market crash in 1929 premonitory signs of the Great Depression
arrived shortly in Europe influencing among more the German economy. First of all,
investors from the USA withdrew capital from German markets. Moreover, Weimar
Republic conducted renegotiations with the Allies aiming to temporarily reduce the
amount of reparation payments avoiding another default. Furthermore, a moratorium on
service of certain parts of sovereign debt was introduced in 1933. (see Trag 2019;
Buxbaum 2016)

11



Germany made an effort to lower repayment obligations concerning reparation
bonds and other debt instruments by repurchasing these securities worldwide on a
depressed price in secondary markets. Moreover, relying on the lack of foreign
exchange reserves and partial suspension of debt service temporarily took a big burden
off the shoulders of the Germans. In 1933 Germany issued additional sovereign debt
instruments in replacement of earlier ones from the 1920s. Some type of bonds bought
back in this way were converted into Reichsmark denominations, while other debt
securities issued during the Weimar regime were replaced by bonds denominated in
reichsmark or foreign currencies. (Buxbaum 2016) Although the introduced measures
seemingly exerted their effects evenly, some track of unequal treatment could be
detected in relation of certain kind of bonds and based on nationality alike. Due to the
Standstill Agreement and complete transfer moratorium announced, service of short-
term debt was suspended, however medium and long run securities were initially not
affected such as Dawes and Young bonds. The exception and differentiation with
creditors in relation to the Dawes and Young securities was basically manifested in
clearing agreements. Germany entered into such separate agreements with each
underwriting country on the service of these bonds, so their fate followed separate paths
based on the nationality of the owners. Before the German conversion, trade-related
sanctions were envisaged by Great-Britain for those countries, that default on British
creditors. There are reasonable grounds to believe, that such an announcement pressed
Germany to eventually honor Dawes and Young Plan bonds held by the British, while
interest payments were reduced in relation of bondholders from the USA. Until the
outbreak of WW?2, the service of Dawes and Young bonds went on without
considerable disturbance, albeit with reduced interest rates, but after 1939 the payments
were gradually suspended, which also affected the neutral States. (see Sturzenegger and
Zettelmeyer 2006; Clement 2004)

In summary, the Great Depression as an external blow resulted in a financial
crisis, that contributed to the German default in 1932. Compared to the previous crash,
Germany chose temporary suspension of debt service combined with a comprehensive
conversion and interest rate reduction instead of letting inflation to do its job. (see
Buxbaum 2016; Sturzenegger and Zettelmeyer 2006) From bondholder perspective, the

recent default that took place in 1932 was unambigously more beneficial. Loss of value
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was not grave that much in particular concerning Dawes and Young securities and
Treaty of Versailles provisions still tied up hands of the State preventing repudiation. In
the 1930s, Germany came to a crossroads and instead of refusing debt service fully,
which would have risked complete financial isolation, payment obligations were
partially met. In essence, default grew into an openly undertaken policy under the new
German regime, which steered the country towards financial autarky. Suspension of
debt service and partial default on medium and long-term debt brought immediate
financial relief for Germany, but the costs seemed to be significant in the long run with
the exclusion from international capital markets. (Clement 2004)

The end of the second world war brought another state default for Germany. In
addition to this, Paris Peace Treaty again imposed reparation commitment on the
country, which was separated into Federal Republic of Germany and German
Democratic Republic. From 1949 onwards preliminary legislative efforts were carried
out in order to facilitate further service of sovereign debt created before WW2. The
summit of initiatives was the London Debt Agreement* in 1953, which differentiated
between foreigners, domestic bondholders and others regaining possession of their
previous securities. The validation process was open for holders of sovereign debt
instruments categorizing between Eastern and Western German issuers. In each case,
claiming a security as well as proving rights had to be based on reasonable grounds.
Pursuant to provisions of the London Debt Agreement, Federal Republic of Germany
concluded a settlement with holders of validated pre-war securities restructuing its debt.
Maturity was extended, however debt service continued with lowered interest rates. As
regards state bonds, pieces of Dawes and Young were subject to the restructuring
mentioned. Most of the bondholders made the best of the opportunity, whose debt
securities were converted into newly issued instruments called conversion bonds. Until
complete redemption, these bonds were traded even in the 1980°s, and some of them

were redeemed at last only in 2010. (Buxbaum 2016)°

Although holders of state bonds were better off with the LDA, debt instruments

issued by municipalities and the private sector organisations located in the German

4 often abbreviated as LDA in the literature
® London Debt Agreement, 1953, Annex I.
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Democratic Republic fell under different judgement. As regards holders of Dawes and
Young bonds, the received two securities in exchange of the old ones. While the first
bond intended to cover the amortisation of the original capital investment paid from
1958 onwards, the second security offered compensation for the loss suffered as a result
of the partial transfer moratorium took place in 1934 and the suspension of debt service
durint WW2. After reunification of Germany declared in 1990 several claims® came up
culminating in a wave of proceedings against the State founded on such issues as
previous validation process, sovereign immunity, distinction between eastern and
western region of Germany and of course lapse of time. (see Buxbaum 2016; Clement
2004)

11.2. Example of Austria-Hungary

The historical review of Austro-Hungarian defaults starts in 1867’ whenas the
Compromise between Austria and Hungary was declared setting up the constitutional
Monarchy. Similar to Germany, Austria-Hungary also triggered a large debt issuance
beforehand on State level as well as among municipalities and the private sector. In
1868 interest payments were reduced concerning pre-Compromise debt, however the
volume of Austrian and Hungarian bonds issued separately grew in a rapid but
unbalanced way afterwards. Kovér (2018, 2-21) argues, that previously Austria-
Hungary had a bad international reputation because of its unstable attitude towards debt
service. This feature debased marketing chances of Kingdom of Hungary, which tried to
offset bad judgement by offering high yield on debt instruments. Government bonds
constituted the most popular securities, that provided stable source of financing
infrastructural and budgetary projects. During the last decades of the 19th century
access to international markets became easier for the Monarchy. Taking advantage of

new possibilities, Austria-Hungary issued such securities, that were partly tailored for

5 Limitation: These lawsuits and legal arguments of the parties involved are not parts of my Thesis.
7 Before 1867 Austria governed Hungary in a form of absolutism treating it as a province. Austrian
emperors upheld unrestrictable power and they owed hardly any liability to the Hungarian Parliament.
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investors from abroad. Taken all around, Austro-Hungarian government bonds even
attracted foreign investors, especially the German ones who rather preferred securities
issued by either States of Monarchy compared to that of less beneficial domestic debt
instruments. (see Koévér 2018; Trag 2019) In spite of the fact, that the Monarchy
showed up as a unity in international sphere, bonds issued by either Austria or Hungary
were treated as sovereigns only belonging to the issuer. On the other hand, this feature
was shaded as Hungary contributed to servicing interest payments of the Austrian bonds
without admission to represent them as Hungarian debt. (Kévér 2018)

As a member of the Central Powers, Austria-Hungary was also deprived of the
opportunity to acquire funds from foreign money markets between 1914-1918. On the
other hand, the Monarchy forged benefit from the potential of wealthy middle-class
individuals marketing war bonds to the crowds. Additionally, money supply was
extended printing a mass of banknotes. In aggregate, eight series of war securities were
issued yielding 53 billion crowns® for the budget. At the beginning of WW1, bonds
were sold at an average rate of 96% offering higher interest, than preceeding
government securities. During the last years of the war, 60% of face value was a general
price, which continued to be the margin after 1918. Similar to other participants of the
war on both sides such as the USA or Germany, there was a substantial pressure on
Austro-Hungarian citizens to subscribe these instruments. (see Bruendel 2015; Gross
and Gummer 2014)

Peace Treaty of Saint-Germain-en-Laye and Trianon® signed in 1919! and
19202 put an end to Austria-Hungary slicing it up into small Central-European
countries. Croatia along with Slovenia and Serbia declared independence forming a
conjoined State, which was followed by defection of Czecho-Slovakia. Austria and
Hungary also proclaimed their separated Republics, while residual territories were

detached to Italy, Romania, Ukraine and Poland. Likewise Germany, Successor States’

& New common unit of account was introduced in 1892 switching from gold forint to gold crown. See
Appendix on page 74.

® In the literature, both of ,,crown” and ,.Krone” signifies currency of Austria-Hungary at that time.

10 Hungarian concerns are discussed in an autonomous chapter.

1 Treaty Of Peace Between The Principal Allied And Associated Powers And Austria (Signed At St.
Germain-En-Laye, 1919, 10 September)

12 Treaty of Peace Between The Allied and Associated Powers and Hungary, And Protocol and
Declaration, Signed at Trianon June 4, 1920
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economies of the Habsburg Empire did not avoid hyperinflation either, the solution of
which could not be postponed. Apart from political circumstances, economic
considerations also justified to switch from commonly shared crown to brand new
national currencies. In line with prescriptions of the Peace Treaties, every crown-
denominated Austro-Hungarian banknotes had to be overstamped for the purpose of
allocation among Successor States, but the implementation was rather characterized by
abusive conduct from the public. Official stamps to mark paper money have often
become victims of forgery hindering valid fund separation. After the labelling process,
Austro-Hungarian banknotes were converted®® into Czech crown, Serbian dinar,
Romanian lei in no time, however Austria carried out the conversion only by
introduction of the new legal unit of account, the schilling in 1925. The delay counted in
years demanded high price for Republic of Austria, as deteriorative inflationary trend
has depreciated crown by that time. (Spencer and Garber 1992)

Dissolution of Austria-Hungary brought up another field of impetuous debate,
that related to after-war treatment of sovereign debt. To start with, Peace Treaties of
Saint-Germain and Trianon divided debt into two major categories. Secured debt
denoted infrastuctural investments such as railways or mines financed by issued
securities, which were adjudicated to Successor States based on territorial grounds
respectively. In turn, unsecured debt granting no right to seize investment objects were
typically government bonds. As regards war bonds, they were inherited by States based
on current location, however the Peace Treaties did not explicitly prescribed further
service of these instruments. On the other hand, some of the government bonds were

shared among the Successor States based on their proportional contribution to overall

13 Conversion rates were set as follows: 1 crown amounted to 0,5 lei, 1,05263 dinar, 1 Czech crown and
0,0001 schilling.

16



revenues®* of Austria-Hungary between 1911-1913. In addition to this, Austria had to

honor debt certificates located outside of former borders. (Spencer and Garber 1992)*°

Successor States treated debt overhang in a different way. Compared to its
neighbours, Czecho-Slovakia was in the most promising shape from financial
perspective, which pursued a mixture of austerity activities, for instance capital levies,
domestic savings and deflation. Furthermore, Czecho-Slovakia did not hesitate to issue
liberation bonds domestically under profitable terms, which turned out to be a great
success. With the revenues flowed from selling liberation bonds, the State financed its
inherited debt internally and tried to buy allocated pre-war debt back as much as
possible. Due to the confidence Czecho-Slovakia gained from investors, it even became
net creditor across Central-Eastern-Europe by the middle of the 1920s. (Gross and
Gummer 2014)*

Inversely, Austria chose to inflate its war debt following a path similar to the
German way and repurchase activities were also carried out. Incentives seemed to be
clear and grounded here as from one hand most of the holders of war securities were
concentrated in Austria and Central-Hungary, on the other hand bonds out of borders
burdened the Austrian Republic. War debt was primarily financed by central bank loans,
however injecting more crowns into the economy simultaniously eroded the amount
Austria was owing to bondholders. As flooding of crowns induced hyperinflation the
level of which was no longer controllable, Austria sought for financial aid from the
League of Nations. In 1922 the international community allotted 650 million gold
crowns, which was able to stabilize financial positions ruling out financial deficit and

push back inflation. Besides the external financial aid granted by Geneva Protocols,

14 Methodology of allocation gave birth to disputes as from other perspectives (eg. population, territory),
liability of Successor States would have been different. Later on, Kingdom of Hungary was the strongest
opponent of this imposition, but without any result.

A trianoni békeszerzdés végrehajtasa, Allami Zarszamadas 1924-25, 133. oldal [=Implementation of the
Peace Treaty of Trianon, Court of Auditors Report for the years 1924-25, page 133.] see Appendix on
page 80-81. and Trianoni békeszerz6dés és az azt becikkelyez6 1921. évi XXXIIL. torvénycikk [=Peace
Treay of Trianon and the XXXII1. Hungarian Act of Parliament in 1921. implementing it] Part IX.,
Financial Clauses, Article 186, see Appendix on page 76-78.

155, Agreement between the Allied and Associated Powers with regard to the contributions to the cost of
liberation of the territories of the former Austro-Hungarian Monarchy, signed at Saint-Germain-en-Laye,
September 10, 1919, Article 2. (hereinafter referred to as Cost of Liberation Agreement)

16 Az orszaggylilés fels6hazanak 29. iilése 1928. évi marcius ho 21-én, szerdan (jegyz6konyv 164-175.
oldalak) [=29th session of the Upper House of Parliament held on Wednesday, March 21, 1928 (protocol
page 164-175.)], see Appendix on page 100-103.
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Austria had to cope with strict supervision of the League of Nations. Other than that,
adherence to terms of Peace Treaties in particular those regulating debt service was
reaffirmed constituting source of abomination towards foreign debtholders later on.
(Gross and Gummer 2014)*’

Although the Peace Treaties regulated distribution of Austro-Hungarian public
debt and the corresponding service among Successor States, story of sovereign bonds
was far not ended. From the total debt of the Monarchy embodied by securities that
were also offered and subsribed abroad, Hungary was liable for 6.331,276.524 gold
crowns principle, calculated in the state of 1914 free of inflation. As regards those
securities, 36% of the total principal was held by Hungarian investors and 21,4% by
Austrian ones respectively. The remaining approximately 42,6% of the total principle
was all foreigner held debt. Among foreign investors, Germans, Dutch and other
neutrals predominated owning approximately 71% of all foreign subscriptions with
British, French, and Belgian bondholders sharing the remaining 29%. In addition to this,
the pre-war Hungarian debt also had a considerable portion that was exclusively
domestically subscribed and directed to domestic investors, the amount of which was
732,922.509 gold crowns, also calculated at the value of 1914. Furthermore, we must
add the 53 billion crowns worth of war bonds subscribed by domestic investors, for
which the entire Monarchy was responsible, as well as the entire Austrian debt. (see
Bruendel 2015; Gross and Gummer 2014)*8

After WWI an Inter-Allied Commission called the Reparation Commission was
set up, which had an exclusive right to interpret provisions of Peace Treaties operating
as a quasi court. The Commission was entitled to draw up a schedule of payments for
Austria, Hungary as well as Germany in which interest payments arising from sovereign
debt instruments were included. Furthermore, the Commission had discretional rights to
approve subsequent international agreements on payment obligations.*® All Successor
States of the Habsburg Empire were struggling with servicing the tremendous amount

of Austro-Hungarian debt, however at different levels. By taking the theoretically not

17 Az orszaggylilés fels6hazanak 29. iilése 1928. évi marcius ho 21-én, szerdan (jegyz6konyv 164-175.
oldalak) [=29th session of the Upper House of Parliament held on Wednesday, March 21, 1928 (protocol
page 164-175.)], see Appendix on page 100-103.

18 Court of Auditors Report for the years 1921-1922, Hungary, page 138/138.

9 Treaty of Saint-Germain-en-Laye, Article 179. and Treaty of Versailles, Article 233.
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forbidden opportunity, Successor States concluded several covenants on secured and
unsecured debt. The purpose of these agreements reregulating terms of debt service was
from one hand to partially postpone interest payments relieving annual budgets, on the
other hand to reduce indebtness. Innsbruck Covenant was signed in 1923 completed by
Protocol of Prague in 1925 and Paris Covenant concluded in 1926 approved without
exception by the Reparation Commission. These agreements finally set out exact
portions of Austro-Hungarian debt divided up among Successor States. Moreover, a
distinction between foreigners?® and domestic bondholders was made.?! While debt
service in relation of domestic ones stayed in line with the Peace Treaties concerning
interest rates, those of unsecured debt belonging to foreigners were reduced to 32% and
27% of the original rate depending on the particular bond. In addition to this, residual
interests that remained unpaid since 1914 were prevised from 1926 onwards.?? Beyond
Reparation Commission, another supranational organisation, the Caisse Commune?®
was set up with headquarters located in Paris. In principle, CC was empowered and
obliged to allocate interest payments among foreign bondholders accumulated from
Successor States. Moreover, it embodied a bridge between foreign bondholder
representative committes and debtor countries.?* Paris Agreement and supplementary
covenants concluded in 1930 closed the line of conventions on pre-war debt of the
Monarchy, which shortened bond durations placing in view further gradual increase of
interest rates. Compared to the previous covenants, Hungary refused to undertake

revaluation obligations and opted out.?

Crash of New York stock market in 1929 inferred capital flight across Europe,

which affected Austria’s biggest bank, Vienna’s Creditanstalt injuriously. Investors

20 In the eye of Innsbruck Covenant, foreigner denotes a bondholder outside the former borders of Austria
Hungary.

21 Cost of Liberation Agreement, Annex

22 Innshruck Convention, Article 9. and Innsbrucki Egyezmény, 1923. [=Innsbruck Convention of 1923],
Rendelet a habor el6tti magyar allamadossagok jovObeni kezelése targyaban (Kiiliigyi Kozlony, 1926.
junius 5. VI. évfolyam, 4. szdm 15-16. oldalak) [=Decree on the future management of pre-war
Hungarian public debt (Foreign Affairs Gazette, 5 June 1926 VI. grade, number 4. page 15-16.], see
Appendix on page 78-79.

23 Caisse Commune=Joint Office of Foreign Holders of Bonds of the Austrian and Hungarian Pre-war
Public Debts

24 Innsbruck Convention, Article 1. and Cost of Liberation Agreement, Annex

25 Cost of Liberation Agreement, Annex, and Paris Agreement, 31. October, 1930, and Allami
Zéarszémadas 1930-31, Jelentés az 1930-31. évi zarszdmadasrol 27-29 oldalak [=Court of Auditors Report
for the years 1930-31, Report on the final accounts for the year 1930-31 page 27-29.], see Appendix on
page 85-86.
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from Western-Europe withrew funds from Austria thus weakening the schilling, which
provoked a bank run. As a result of illiquidity, investors lost confidence in Creditanstalt
launching a domino effect. International banking crisis swept through Europe from
London to Berlin causing a series of bankruptcies in 1931. (Gross and Gummer 2014)

As we see, treatment of defaults after WW1 were in sharp contrast to each other.
Austria followed a classical inflationary path eroding its own war-debt by taking
advantage of non-existent obligation to honor it. In turn, Czecho-Slovakia introduced
austerity measures providing an undisputedly more beneficial restructural situation for
bondholders. Moreover, both of these Successor States bought back a considerable
amount of war bonds. One of the main reasons of Great Depression’s chain reactional
impact in Europe is attributed to prior financial instability driven by creation of new
national currencies by Successor States. Defaults occured between 1931-1932 were
resolved by debt restructurings, where Successor States represented an almost unified
position towards bondholders strictly favouring domestic ones. (see Gross and Gummer
2014; Sturzenegger and Zettelmeyer 2006)2°

11.3. Hungary

Kingdom of Hungary was an integral part of the Austro-Hungarian Monarchy on
constitutional basis from 1867 onwards. After the Compromise, Hungary needed funds
in order to boost internal economic development. There were basically two choices,
attracting potential domestic investors or somehow get access to foreign markets. After
1867 internal purchasing power was utilized initially by marketing bonds directly to the
public, however in 1872 Hungary showed up in the London Stock Exchange for the first
time. Due to the fact, that foreign investors were distrustful of the Monarchy at that
time, these considerations were offset by offering higher yields. Furthermore, a few
years later Hungary tried to attract attention of investors from abroad by issuing

multilingual government debt instruments. These bonds were mostly denominated in

26 Paris Agreement, 31. October, 1930, and Cost of Liberation Agreement, Annex.
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gold forints?’, however the currency was equivalent?® to certain fraction of other
European currencies based on gold content. After reassuring the markets, Hungary
switched from generally applied six percent interest rates to four percent. Within the
first conversion?® in 1881 the preceeding government bonds offering six percent interest
rate were withdrawn and changed to new securities on lower rates. The second and third
conversion® took place in 1888 and 1892 respectively, when certain kinds of bonds
were merged providing lower yields for the future. Hungarian governmental bond series
became so popular across international markets, that by the turn of the 19th century,
most of government securities were held by foreign investors. (Kévér 2018)

During the first world war, the eight series of war bonds were issued partially in
Hungary, which lacked the opportunity of external finance. In addition to this, the
government ran a massive propaganda encouraging subscription for these securities
selling them without residuals. (see Bruendel 2015; Spencer and Garber 1992; Gross
and Gummer 2014)3!

Beyond dissolution of Austria-Hungary, Peace Treaty of Trianon signed in 1920
sliced Hungary up taking away approximately two third of its former territory.
Moreover, a short internal riot stirred up moods and Hungary sank into anarchy. From
the armistice, Hungary pursued a clear inflationary policy uplifting government debt,
which was strongly influenced by internal political instability. In order to solve
temporary financial turmoil additional banknotes were printed and injected into the
economy, however such monetary policy was only suitable to boost inflation. By
breaking up the Austrian-Hungarian Bank, circumstances continued to deteriorate
resulting in a hyperinflation. Among the Habsburg Successor States, Hungary lagged

behind with its measures. Following the Austrian example, Hungary turned to the

27 Currency of Austria-Hungary between 1868-1892

28 100 forints = 250 francs = 200 marks = 10 pounds sterling

29.1881. évi XXXII. térvénycikk [=XXXII. Act of Parliament in 1881] 1. §, see Appendix on page 71.
30.1880. évi VIII. torvénycikk [=VI1II. Act of Parliament in 1880] 1. 8, see Appendix on page 70. and
1888. évi VI. torvénycikk [=VI. Act of Parliament in 1888] 4. §, see Appendix on page 72. and 1892. évi
XXI. torvénycikk [=XXI. Act of Parliament in 1892] 1. § and 7-8. §, see Appendix on page 72-73.

31 Az orszaggylilés fels6hazanak 29. iilése 1928. évi marcius ho 21-én, szerdan (jegyz6konyv 164-175.
oldalak) [=29th session of the Upper House of Parliament held on Wednesday, March 21, 1928 (protocol
page 164-175.)], see Appendix on page 100-103.
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League of Nations for financial aid. An international loan®? was granted up to 253
million crowns, however Hungarian economy was put under supervision. Overstamping
crown denominated banknotes was carried out the latest of the neighboring countries,
which made Hungary a target of abusive conduct. Banknotes already registered for
instance in Austria or Czecho-Slovakia flowed into Hungarian territory by smugglers
removing official stamps. Hungarian currency reform also took place with a
considerable delay, but eventually a new national unit of account, the pengd®® was
introduced in 1925% in replacement of depreciated crown. The reconstruction loan
along with currency reform were successful in eliminating budget deficits and kept
inflation under control. On the other hand, Hungary was placed under a protectorate.
Moreover, it confirmed compliance with the Peace Treaty. (see Spencer and Garber
1992; Gross and Gummer 2014)

As regards debt recognition and service Hungary acted initially in the same way
as Austria, however later on it showed some essential differences. First of all, similarly
to the other Habsburg Successor States, distinction between secured and unsecured debt
has been made. Morover, certain government bonds were subject to capital levy. By
accepting terms of the Peace Treaty of Trianon, Hungary acknowledged the imposed
portion of sovereign debt allocated by the Reparation Commission, which was
confirmed by acts of Parliaments.®® In full agreement with the Successor States,
Hungary was a contracting party to Innsbruck Convention and the following

complementations. (Gross and Gummer 2014)%

Beyond financial motives, reduction of interest rates and duration regarding
foreigners was strongly incentivized by prevailing political views. In the 20s and 30s,

right wing governments represented hatred of Western Powers making them liable for

32 Financial aid —called ,,Relief Credit” in Hungary- was embodied in governmental bond issuances.
These securities were denominated in various currencies and were issued in Great Britain, USA, Italy,
Switzerland, Sweden, the Netherlands, Czecho-Slovakia and Hungary.

33 The conversion rate was 1 peng6=12500 crowns.

341925, évi XXXV. torvénycikk [=XXXV. Act of Parliament in 1925] 1. § and 17. §, see Appendix on
page 81.

35 Peace Treaty of Trianon was implemented into Hungarian law by XXXII1. Hungarian Act of
Parliament in 1921. Moreover, 1931. évi XI. torvénycikk [=XI. Act of Parliament in 1931] secured
adherence to debt service again, however it also envisaged possible conclusion of international covenants
in the subject matter of inherited Habsburg debt. See Appendix on page 84-85.

36 Cost of Liberation Agreement, Article 1-5. and Annex
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mutilation of Hungary, which left its mark on the treatment of foreign bondholders. On
top of that, Hungary refused to conclude Paris Agreement along with its complementary
documents in 1930 Hungarian representatives argued, that making room for more
beneficial security revaluation in the future is strictly ruled out for foreigners. Likewise
Germany, considerable bond repurchase was implemented instead at a depressed price

taking advantage of the Great Depression’s European impact.®’

Between 1939-1945 none of the sovereign debtholders received interests either
via Caisse Commune or domestically, which were only prevised in budgetary Act of
Parliaments. WW2 brought about hyperinflation in Hungary, which was terminated by a
currency reform switching from inflated pengé to forint. Paris Peace Treaty® signed by
Hungary in 1947 settled bondholder claims by prescribing further service of pre-war
debt instruments. In addition to this, loss of enforceability due to lapse of time was ruled
out for the period, when military operations were carried out in Europe. As Hungary
was hit hardly by WW?2 and due to the lack of financial capacity, sovereign debt service
was suspended for indefinite time in 1945 affecting domestic and foreign investors
alike. In accordance with Paris Peace Treaty, Hungary officially acknowledged debt
service obligation, but suspension of payments remained in force. On the other hand,
after the communist takeover in 1949% all of previous sovereign debt were simply

repudiated.*

37 Allami Zarszamadas 1930-31., Jelentés az 1930-31. évi zarszamadasrol 27-29 oldalak [=Court of
Auditors Report for the years 1930-31, Report on the final accounts for the year 1930-31. page 27-29.],
see Appendix on page 85-86. and Az orszaggyiilés fels6hazanak 29. iilése 1928. évi marcius ho 21-€én,
szerdan (jegyzOkonyv 164-175. oldalak) [=29th session of the Upper House of Parliament held on
Wednesday, March 21, 1928 (protocol page 164-175.)], see Appendix on page 100-103.

38 Treaty of Peace Between the Allied and Associated Powers and Hungary, Paris, 10. February 1947
(hereinafter referred to as Paris Peace Treaty)

39 After 1949, none of the debt instruments showed up in state accounting as an obligation serviced.

40 Jelentés az 1947-48-as koltségvetésrdl [=Report on the Budget for the years of 1947-48, Hungary], see
Appendix on page 88-89. and 670/1946. M.E. rendelet [=670/1946. Decree of the Prime Minister] 2. §,
see Appendix on page 86. and 9000/1946. M.E. rendelet [=9000/1946. Decree of the Prime Minister] 7. §,
see Appendix on page 86-87.
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111.0. Case Study

[11.1. History of Royal Hungarian Bonds

After the Compromise with Austria that took place in 1867 Hungary desparately
needed funds for development. Due to the bad international reputation of Austria as a
debtor, a bumpy road led to success in collecting financial resources to boost the
economy. Following the example of other European powers, Hungary flooded the
market with governmental bonds serving the needs of foreign investors. Fitting well into
the already functioning Latin Monetary Union, Hungary gradually issued Royal
Hungarian Bonds, which became popular among foreigners demonstrated by the sales
volumes abroad. The Rotschild Consortium comprising organisations and financial
institutions worldwide possessing large influence was officially entrusted with the

administration and management of the sales. (Kévér 2018)

Royal Hungarian Bonds were issued based on Acts of Parliaments of 1880.
VI, 1881. XI. and XXXII., 1887. XXXII., 1888. VI. and 1892. XXI. We can
distinguish between four issuance dates and series. The first and most effective one was
carried out on the 11th of May in 1881 with an overall nominal value of 545,000.000
gold forints. A few years later, the first in a row was followed by three more issues in
1888 and 1893 respectively. The bond series issued on the 1st of January in 1888 was
completely sold in German territory, however Hungarian investors also bought from the
rest. In addition to this, the economic considerations behind the emissions also show
some differences. First of all, the aim of the series issued in 1881 was to reduce annual
interest charges by redeeming many existing bonds having interest rate of 6% and
converting them into Royal Hungarian Bonds offering interest rate of 4%. On the other
hand, Royal Hungarian Bonds sold to the public in 1888 filled the budget deficit and
replenished the reserves of the state treasury accordingly. Approaching the turn of the

century private railways were nationalized. Eventually, the last series of Royal
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Hungarian Bonds issued in 1893 intended to compensate such shareholders in return to

invalidating and collecting their shares.*!

Royal Hungarian Bonds had a uniform content applicable for all series and every
holders of these securities. The Hungarian front page of Royal Hungarian Bonds is
followed by equivalent English, German and French translations as these securities
were primarily marketed to foreign investors. According to the terms and conditions,
the face value was expressed in gold forint. The 4% annual interest was divided into
two installments, which were due in January and July respectively. Coupons were
attached to the bond enough for ten years and the coupon sheet was subject to renewal
after that period. Furthermore, the coupons were declared to be exempt from any current
and future taxes and fees. Gold forint was introduced as a common official unit of
account of Austria-Hungary in 1869 Gold coins of 4 and 8 forints were minted with
90% fineness depicting Franz Josef I. Austro-Hungarian emperor in the front. These
coins were equivalent to 10 and 20 gold francs based on gold content. Furthermore,
claims arising from Royal Hungarian Bonds were declared to be integral part of

Hungarian state debt.*?

Although the face value was denominated in gold forints, holders of Royal
Hungarian Bonds had the right to choose between four European currencies in any of
which the interests could be picked up. In the eye of the original piece of bond attached,
1000 gold forints were equal to 2500 francs, 100 pound sterling and 2025 marks
proportional to the gold content of currencies named. These multilingual and multi-
currency governmental bonds provided sufficient flexibility for investors allowing them
to benefit from market speculation about exchange rates. Furthermore, foreign

bondholders also benefited from these securities for convenience as it was secured to

411880. évi VIII. torvénycikk [=VI1II. Act of Parliament in 1880] 1. §, see Appendix on page 70. and
1881. évi XI. torvénycikk [=XI. Act of Parliament in 1881] 1. §, see Appendix on page 70. and 1881. évi
XXXII. torvénycikk [=XXXII. Act of Parliament in 1881] 1. §, see Appendix on page71. and 1887. évi
XXXII. torvénycikk [=XXXII. Act of Parliament in 1887] 1. §, see Appendix on page 71-72. and 1888.
évi V1. torvénycikk [=VI. Act of Parliament in 1888] 4. §, see Appendix on page 72. and 1892. évi XXI.
torvénycikk [=XXI. Act of Parliament in 1892] 1. §, 7. § and 8. §, see Appendix on page 72-73. and
Table summarizing data of Royal Hungarian Bonds, see Appendix on page 65. and A pénzligyi bizottsag
jelentése az 1887. évi XXXI|I. torvénycikk végrehajtasardl, 1. oldal [=Report of the Finance Committee
on the implementation of XXXII. Act of Parliament in 1887 (page 1.)], see Appendix on page 72.

42 Royal Hungarian Bond, see Appendix on page 52-55. and 1869. évi XII. térvénycikk [=XII. Act of
Parliament in 1869] 1-3.8, see Appendix on page 69. and A gold coin of 4 forints = 10 francs and A gold
coin of 8 forints = 20 francs, see Appendix on page 56.
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honour coupons in numerous major European cities, for instance Vienna, Paris, Berlin
or even London. Another feature of Royal Hungarian Bonds is, that they were not
assigned to one particular person, but the current possessor was assumed to be the
owner at once. According to these terms, the ownership of securities could be
transferred without considerable administrational obstacles thereby facilitating

convenient trading in the markets.*3

Contrary to the annual interests generally having 5 years of expiry** the principal
of Royal Hungarian Bonds have no maturity, except for the series issued in 1893.
Despite the fact, that the provisions of the bonds are completely silent on maturity, it is
governed by law on which the issues are based. While XXI. Act of Parliament in 1892
expressis verbis sets a maturity of 75 years, the other legal grounds of issuances do not
prescribe such a period for the rest of the series. The case of the 1881 issue is interesting
and decisive. XXXII. Act of Parliament in 1881 brings previous bonds within the scope
of the Act, thereby effecting the conversion. Among the statues of previous securities
issued there is only one, namely the II. Act of Parliament in 1879 that prescribes 36
years of maturity for a bond, however the legislator excluded this kind of financial
instrument in 1881 letting it to expire. Consequently, XXXII. Act of Parliament of 1881
converts only governmental bonds without maturity replacing them with never expiring

Royal Hungarian Bonds.*®

In 1892 gold forint was replaced by gold crown as a new Austro-Hungarian
national unit of account, however the previous currency was officially let to be a mean

of payment in the following years further. The exchange rate was set by law as follows:

43 Royal Hungarian Bond, see Appendix on page 52-55.

44i.e.. A bondholder has 5 years to claim for coupon payments. The expiry of the time limit terminates the
right of claim. | will show the details later in a separated chapter.

% Jelentése a magyar kiralyi pénziigyministernek a [...] 1892. évi XXI. torvénycikk végrehajtasarol (2.
oldal) [=Report of the Royal Hungarian Minister of Finance on the implementation of XXI. Act of
Parliament in 1892 (page 2.)], see Appendix on page 74. and 1879. évi Il. térvénycikk [=I1. Act of
Parliament in 1879] 3. §, see Appendix on page 70. and 1880. évi VIII. térvénycikk [=VIII. Act of
Parliament in 1880] 1. §, see Appendix on page 70. and 1881. évi XI. torvénycikk [=XI. Act of
Parliament in 1881] 1. §, see Appendix on page 70. and 1881. évi XXXI|I. térvénycikk [=XXXII. Act of
Parliament in 1881] 1. §, see Appendix on page 71. and 1887. évi XXXI|I. térvénycikk [=XXXII. Act of
Parliament in 1887] 1. §, see Appendix on page 71-72. and 1888. évi VI. térvénycikk [=VI. Act of
Parliament in 1888] 4. §, see Appendix on page 72. and 1892. évi XXI. térvénycikk [=XXI. Act of
Parliament in 1892] 1. § and 7-8. §, see Appendix on page 72-73.
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42 gold forints equal 100 gold crowns.*® From 1900 onwards, the interests on the gold
forint denominated Royal Hungarian Bonds were paid with an appropriate conversion
without modifying terms and conditions of these securities. As state of 1914 we can be
sure that these bonds were mostly bought by foreigners in relation of Hungary. The
largest group was made up of bondholders from Germany, the area of German Lowland
and other countries' considered neutral by the Monarchy possessing 689,8 millions of
gold crowns face value. In addition to this, investors from France, Great-Britain and
Belgium constituted the second major faction holding 533,4 millions face value. Unlike
foreigners, Royal Hungarian Bonds were not so preferred by Austrian and Hungarian
investors, who had only the relatively small amount of approximately 286 million
crowns compared to Western-European and other powers. As we can see from the
summary graph there is an apparent positive correlation between payment places and
the investors, i.e. the location of major cities, where the coupons could be honoured

determines the composition of bondholders.*’

From Hungarian point of view, Peace Treaty of Trianon meant not only the
dissolution of Austria-Hungary as a straight result of loosing WWI, but the
fragmentation of historical Hungarian territory too triggering a number of economical
and political issues. After the war, in addition to settling the new borders, the issue of
the debt of the monarchy came up above all else. In other words, like in Germany and in
every Successor States of Austria-Hungary the classical question arose: What will
happen with governmental debt? Initially, it was also questionable whether there would
be a contractual payment obligation in relation of debt instruments and if so, which
securities might be affected. The Peace Treaty has been ratified and implemented by
Hungary, which was followed by the process of internal legislation in compliance with
its provisions. First of all, Hungary acknowledged the amount of pre-war public debt
imposing a 20% of capital levy onto the bondholders. Furthermore, the overstamping of

Royal Hungarian Bonds in Hungary had been ordered. Based on Hungarian law, failure

46 1892. évi XVII. torvénycikk [=XVII. Act of Parliament in 1892] 1. §, see Appendix on page 74. and
1892. évi XIX. torvénycikk [=XIX. Act of Parliament in 1892] 2. §, see Appendix on page 74.

47 Distribution of Royal Hungarian Bonds based on current owners in 1914, see Appendix on page 57.

and Allami Zarszamadas 1920-21. [=Court of Auditors Report for the years 1920-1921], page 138/138.

27



to overstamp securites may have resulted in forfeiting the right of raising claims against
the State.*8

The further fate of Royal Hungarian Bonds, which formed a considerable part of
the unsecured government debt of Hungary, was settled by the Peace Treaty.
Introducing warranty rules was also much needed, as the citizens of the Allies were
heavily involved and incentivized in the matter. Additionally, severe inflation took
place in the Successor States, in particular in Austria and Hungary, threatening with the
complete devaluation of principals and interests paid in crown at that time. In
accordance with the relevant rules of the Treaty, the Reparation Commission
adjudicated the amount of Royal Hungarian Bonds to the Successor States imposing
debt service obligation onto them. In making the final decision, average financial
capacity of the years 1911, 1912 and 1913 of Hungarian territories was taken into
account as well as revenues distributed among torn areas of Hungary. As a result of this,
45,733% of the overal face value issued of Royal Hungarian Bonds was allocated to
Hungary entailig huge debt service obligation. Bondholders up to the amount set
became creditors of the all-time Hungarian Government, which had the exclusive
payment commitment relating those bonds held. At the same time, creditors of Hungary
lost the right of raising a claim towards any other Successor State. Similarly, Romania
acquiring Transylvania from Hungary became liable for 21.802% of Royal Hungarian
Bonds. Furthermore, Czechoslovakia was able to rise to third place on the podium with
16.02%, while the debt service burden imposed on the rest of the Successor States was
rather low. In line with provisions of the Peace Treaty, further debt service of Royal
Hungarian Bonds denominated in gold forints had to be carried out in gold pound
sterling and gold dollar of the USA proportional to gold content. In addition to this,
bondholders could still choose between these currencies in which they desired annual
interest payments. Peace Treaty of Trianon fixed the proportionality factor of these

currencies relating to the final face values and interests for Royal Hungarian Bonds as

“8 Trianoni békeszerz6dés és az azt becikkelyezd 1921. évi XXXIIL. torvénycikk [=Peace Treay of
Trianon and the XXXIII. Hungarian Act of Parliament in 1921 implementing it] see Appendix on page
76-78. and 1921. évi XXVI. torvénycikk [=XXVI. Act of Parliament in 1921] 1. §, see Appendix on page
75-76. and 9930/1920. M.E. rendelet [=9930/1920. Decree of the Prime Minister] 1-2. § and 4. §, see
Appendix on page 75. and 960/1925. M.E. rendelet [=960/1925. Decree of the Prime Minister] 1. §, 3. §
and 6. 8, see Appendix on page 81-82.
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follows: ,,equivalents being calculated on the basis of the weight and fineness of gold of

the three coins as enacted by law on January I, 1914.” (Spencer and Garber 1992)*°

Shortly after the ratification of the Peace Treaty, another problem arose that fell
outside the scope of the applicable regulation. The Successor States, which were
separated acting independently at that time, entered into negotiations with each other
along with representative committees of bondholders as a result of which their
considerations were united. In 1923, a Convention was concluded in Innsbruck
regulating —among more- those pieces of Royal Hungarian Bonds and the relating debt
service outside the former territories of the Monarchy, that remained unstamped.
Innsbruck Convention, which was fully accepted by all Successor States, remedied the
shortcomings of the Peace Treaty, however, it was significantly more disadvantageous
for bondholders. According to the provisions of the Convention, the Caisse Commune
was set up collecting annual interest payments of debtor Successor States owing after
old foreign-owned denominations® and transferring them further towards bondholders.
Annual coupons of Royal Hungarian Bonds were reduced to 32% compared to the
original interest rate. Moreover, the Convention entrusted the Caisse Commune with the
choice of the final currency in which payment obligations should be met, taking this
opportunity away from bondholders.>! In the following years, several agreements were
reached between the Successor States, which refined the provisions of the Convention
such as Prague and Paris in 1925 and 1930, however the substance of the provisions has
not changed. These additions were accepted by all parties, but Hungary refused to sign
the latest one in 1930. The recently mentioned Paris Agreement gradually intended to
modify the reduced interest rate of Royal Hungarian Bonds from 32% to 100%.

Moreover, it has been declared, that the infinite duration of these bonds should be

% Trianoni békeszerz6dés és az azt becikkelyezd 1921. évi XXXIIIL. torvénycikk [=Peace Treay of
Trianon and the XXXIII. Hungarian Act of Parliament in 1921 implementing it] Part IX., Financial
Clauses, Article 186. point 2 and Annex, see Appendix on page 76-78. and Distribution of Hungarian
state debt due to the decision of the Reparation Commission, see Appendix on page 57. and A trianoni
békeszerzédés végrehajtasa, Allami Zarszamadas 1924-25.” [=Implementation of the Peace Treaty of
Trianon, Court of Auditors Report for the years 1924-25], page 133/133, see Appendix on page 80-81.
50 old foreign-owned denominations = securities held by investors having citizenship different from that
of those belong to any of the former territory of the Monarchy

*! Innsbrucki Egyezmény, 1923. [=Innsbruck Convention of 1923] and Rendelet a haboru el6tti magyar
allamadossagok jovobeni kezelése targyaban (Kulugyi Kozlony, 1926. janius 5. VI. évfolyam, 4. szam
15-16. oldalak) [=Decree on the future management of pre-war Hungarian public debt (Foreign Affairs
Gazette, 5 June 1926 V1. grade, number 4. page 15-16.], see Appendix on page 78-79.
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lowered to 50 years. In contrast, Hungary has taken its own path and also taken
increasingly unpredictable and illogical steps about debt service. First of all, instead of
signing Paris Agreement, Hungary bought back Royal Hungarian Bonds only from
foreigners up to 16,6 millions of gold forints face value on a depressed price taking
benefit from the European impact of the Great Depression. On the other hand, as before
within the burden of Innsbruck Convention or in connection with the relief credit
provided by the United Nations, Hungary again declared adherence to the provisions of
the Peace Treaty of Trianon in 1931. Furthermore, the possibility of concluding
multilateral international agreements on the topic of debt service was enacted, but it was

never exploited though.®2

In the 1920s, Hungary was eventful in the world of politics. Both the opposition
and the right-wing ruling party intensively blamed each other and the Peace Treaty of
Trianon for the grievous financial situation.>® The Treaty was generally seen as a
punishment of the West and hatred of foreign bondholders was growing because of the
contractual obligation to pay considerable amount of interests for abroad. In spite of the
fact, that Hungary submitted itself to the decision of the Reparation Commission,
methodology was actively criticized. It was suggested that taking into account only the
financial capacity leads to a distorted result in the allocation of former debt disregarding
territorial and population aspects. Moreover, is was casted in the eyes of the
Government why they did not buy back a large number of bonds after the Austrian and
Czech models reducing annual interests greatly. At the same time, the Hungarian
Government conducted such a practise, that distinction was made between foreigners
and domestic investors. While interests of Royal Hungarian Bonds were duly calculated
in gold US dollars based on the desire of Caisse Commune, domestic bondholders were

paid by inflated paper crown breaching the provisions of the Peace Treaty and

52 Allami Zarszamadas 1930-31, Jelentés az 1930-31. évi zarszamadasrol 27-29 oldalak [=Court of
Auditors Report for the years 1930-31, Report on the final accounts for the year 1930-31 page 27-29], see
Appendix on page 85-86. and Innsbrucki Egyezmény, 1923. [=Innsbruck Convention of 1923]

Rendelet a habort el6tti magyar allamadossagok jovobeni kezelése targyaban (Kiiliigyi Kozlony, 1926.
junius 5. VI. évfolyam, 4. szdm 15-16. oldalak) [=Decree on the future management of pre-war
Hungarian public debt (Foreign Affairs Gazette, 5 June 1926 V1. grade, number 4. page 15-16.], see
Appendix on page 78-79. and 1931. évi XI. térvénycikk [=XI. Act of Parliament in 1931] Article 2.,
points 1-2, see Appendix on page 84-85.

3 Assessment and qualification of Trianon as a Hungarian is beyond the intention of my Thesis, let alone
supporting political considerations.
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constituting direct discrimination.>* Opposition MPs have spoken out on numerous
occasions representing domestic bondholders. The government was blamed for the
systematic violation of the Treaty and a lack of valorisation in relation of Hungarian
bondholders. Although individual private law cases has reached the Hungarian Supreme
Court, which adjudicated for bondholders representing a clear and consequent point of
view, the Government has consistently neglected this relying on the lack of financial
capacity. The legal basis of such decisions on which the highest judicial forum of
Hungary relied upon was mostly included in the XII. Act of Parliament of 1928. As
stated in the explanatory part of a final verdict, demanding gold and paying back
inflated paper money does not constitute a fulfillment of an obligation. Furthermore, the
extra charge of the interim depreciation of the currency should be borne by the debtor,

as in such case the creditor claims for nothing in excess of his or her demand.>®

The introduction of the pengé in 1925 as a new national unit of account put an end to

the inflation in Hungary, which was the largest in the region. Crown of Austria-Hungary

54 History of Royal Hungarian Bonds can be extracted and learned from Court of Auditors Reports that
contain every relevant information. | cite them in the following way: [year. electronic pages/page
numbers according to the original printed document] Relevant Court of Auditors Reports:

1894. pages 244/238. and 196/190, 1895. page 272/272, 1896. page 674/278, 1897. page 592/200, 1898.
page 612/186, 1899. page 598/206, 1900. page 636/224, 1901. page 674/230, 1902. page 676/230,
1903.page 690/230, 1904. page 244/244, 1905. page 720/270, 1906. page 842/276, 1907. page 862/284,
1908. page 960/308, 1909. page 984/306, 1910. page 1046/322, 1911. page 994/318, 1912. page 950/358,
1913. pages 888/358. and 2325/71, 1914. page 824/350, 1914-1915. page 728/318, 1915-1916. page
376/376, 1916-1920. no data, 1920-1921. page 138/138, 1921-1922.page 644/468, 1922-1923. pages
678/524. 520/60. and 107/79, 1923-1924. pages 798/520. and 804/626, 1924-1925. pages 568/412. and
573/417, 1925-1926. page 568/388, 1926-1927. pages 658/386. and 662/390, 1927-1928. pages 730/394.
and 719/383, 1928-1929. pages 708/400. 709/401. and 44/44, 1929-1930. pages 698/398. 453/153. and
720/420, 1930-1931. pages 796/424. and 805/433., 1931-1932. pages 698/414. and 707/423, 1932-
1933.pages 684/414. and 692/422, 1933-1934. pages 672/368. and 673/369, 1934-1935. pages 682/370.
and 683/371, 1935-1936. pages 264/236. and 265/237, 1936-1937. page 220/212, 1937-1938. pages
240/218. and 241/219, 1938-1939. pages 254/232. and 255/233, 1939-1940. pages 276/254. and 277/255,
1941. pages 306/286. and 307/287, 1942. page 304/284, 1943. page 213/213, 1944-1946. no data, 1946-
1947. page 230/214, 1947-1948. page 326/302,, see the links and the sample table of a Court of Auditors
Report in Appendix on page 58-63.

55 A nemzetgyiilés 540. iilése 1926. évi aprilis hd 28-4n, szerdan (jegyzokonyv, 72-74. oldalak) [=540th
session of the National Assembly held on Wednesday, April 28, 1926 (protocol page 72-74.), see
Appendix on page 99-100. and Az orszaggylilés fels6hazanak 29. iilése 1928. évi marcius ho 21-€n,
szerdan (jegyzOkonyv 164-175. oldalak) [=29th session of the Upper House of Parliament held on
Wednesday, March 21, 1928 (protocol page 164-175.)], see Appendix on page 100-103. and Az
orszaggyilés képvisel6hazanak 291. iilése 1929. majus 13-4n, hétfon (jegyzokonyv 201. oldal) [=291st
session of the House of Representatives held on Monday, May 13, 1929 (protocol page 201.)], see
Appendix on page 103. and Az orszaggyiilés képvisel6hazanak 393. tilése 1930. évi majus ho 16-an,
pénteken (jegyzokonyv 98. oldal) [=The 393rd session of the House of Representatives held on Friday,
May 16, 1930 (protocol page 98.)], see Appendix on page 104. and 1928. évi XII. térvénycikk, [=XII. Act
of Parliament in 1928], see Appendix on page 83.
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was replaced and the following exchange rate came into force: 1 pengdé = 12,500
crowns. The 1930s proved to be uneventful in terms of Royal Hungarian Bonds. The
Government continued its breach of contract with the difference that final payment of
interests were converted to pengé. During WWII, the issue of Royal Hungarian Bonds
remained completely pending with no debt service being made since 1940 neither in
relation of foreigners nor for domestic ones. Although, in principle, there was an
opportunity for further debt service after the end of the combat operations, Hungary's
financial and infrastructural circumstances did not allow to carry it out. Instead, a decree
was enacted and announced in 1946 preventing the enforcement of claims against the
Hungarian State thereby making the position of bondholders uncertain. On the other
hand, it gave investors a faint ray of hope that counting and conversion of private law
claims in terms of depreciated pengé after the war was also suspended. Inflation has
quickly bitten to such an extent that it far exceeded the levels that of the 1920s. The
forint® was introduced on the 1st of August 1946 replacing the devalued pengé. With
the exchange rate ,,400.000,000.000,000.000,000.000,000.000 (four hundred thousand
quadrillion) peng6é = 1 forint” Hungary set a world record for inflation. The newly
formed Government of the Republic of Hungary intended to settle public debts as soon
as possible reassuring creditors. Due to the Russian and German presence in Hungary
and the destruction caused by military operations, many bonds were destroyed or simply
disappeared, that was the reason why the real Hungarian bond portfolio had to be
clarified first and foremost. Lost and destroyed bonds were replaced by temporary
receipts based on data of official records administered by governmental organisations,
while original pieces of securities that no longer existed or found were declared null and
void by courts, thus preventing subsequent claims arising from stolen ones.
Furthermore, two consecutive budgetary Act of Parliaments have officially declared that
beyond many other securites, Royal Hungarian Bonds will continue to be part of
government debt. In addition to this, claims for residuary and future interest payments
were also acknowledged by Hungary, however relying on lack of financial capacity debt
service continued to be suspended. The aggregate face value of Royal Hungarian Bonds

was expressed in newly introduced forints excluding the impact of previous inflation of

%6 This finally introduced forint (without gold content), which is the official unit of account even today
should not be confused with the gold coin forint used during the Monarchy.
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pengd. Moreover, in 1947 Hungary ratified Paris Peace Treaty and inplemented it into
Hungarian law. In line with the relevant provisions and in the view of the state of war,
all deadlines that applied to Royal Hungarian Bonds had to be treated as suspended
between 1939-1947. According to the terms and conditions of these securities, the
bondholder could enforce his or her claim by presenting the current coupon.
Enforcement was obviously impossible during the war, to which the Peace Treaty had
regard. This meant in practice that if the bondholder was unable to raise claims for
payments based on the coupons matured during the war, such claims were not lost due
to expiry, but could be raised afterwards. These regulations assured holders of Royal
Hungarian Bonds of the protection and continued existence of their rights irrespective
of nationality, thus institutionalizing further debt service of Hungary.>’

The Hungarian communist takeover in 1948-1949 unexpectedly hit the
international and domestic public alike and the situation of creditors once again became
precarious due to the conceptions represented by state power. The first thing for the
state party was to further suspend potential claims of creditors against Hungary, which
in itself did not seem dangerous yet. On the other hand, many type of bonds and shares
had to be submitted under a Council of Ministers decree, which also applied to Royal
Hungarian Bonds because of the calculation of interests in gold pound sterling and gold
US dollar applicable since 1921. The regulation was applied to everyone and to all
organizations that held the bonds and shares in question even abroad. The
aggressiveness of the provision is shown by the threat of imprisonment in the event of
failure of deposit obligations making a difference between negligence and wilfulness.
According to the relevant literature, the submissions and deposits ordered and carried
out together intended to prevent bondholders from acquiring compensation and
enforcing claims later. In addition to this, the scrapping of bonds without a CC stamp
[=Caisse Commune] was ordered, which declared to represent no value. The arbitrary

declaration of the non-CC stamped bonds, wich were by fact held mostly by residents of

571925, évi XXXV. torvénycikk [=XXXV. Act of Parliament in 1925] 1. § and 17. §, see Appendix on
page 81. and 670/1946. M.E. rendelet [=670/1946. Decree of the Prime Minister] 1-2. §, see Appendix on
page 86. and 9000/1946. M.E. rendelet [=9000/1946. Decree of the Prime Minister] 7. 8, see Appendix on
page 86-87. and 8640/1946. M.E. rendelet [=8640/1946. Decree of the Prime Minister] 1. §, see
Appendix on page 87. and Jelentés az 1946-47-es koltségvetésr6l [=Report on the Budget for the years
1946-47, Hungary], see Appendix on page 87-88. and Jelentés az1947-48-as koltségvetésrdl [=Report on
the Budget for the years of 1947-48, Hungary], see Appendix on page 88-89. and Court of Auditors
Reports, see Appendix on page 59-63. and citation 54.
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Hungary was clearly aimed to prevent claims of domestic investors constituting a large
fraction of state debt. The idea behind such conduct was clear. Unlike foreigners
protected by distance, Western Powers and lack of Hungarian authority, Hungarian
citizens had no bargaining power let alone claims enforcement within the burden of an
authoritarian regime. (Mihalyi 2018)°® After that, although foreign holders of Royal
Hungarian Bonds were not subject to scrapping, the Hungarian state party simply
refused to honour any securities without further notice and legislation. From 1949
onwards, there is no trace of any interest payment either up to a half sentence in the
Court of Auditors Reporst or budget laws. In 1990 the regime, which had previously
been refined into socialism, collapsed and a change took place in Hungary. Shortly after
the proclamation of the Republic of Hungary, the so-called bond lawsuits, which
characterized the entire 1990s, began with their masses.

The fate of Royal Hungarian Bonds can be traced by analyzing the booked debt
service and yields, so in this way the historical overview discussed above makes sense.
A bond with a face value of 1000 originally offered annual yields of 40 golden forints.
The introduction of the gold crown in 1892 as a new unit of account proved to be of a
technical nature, because annual interests were still paid in gold forints until 1900. No
particular problem arose afterwards either, as the calculation was still made in gold
forints, then yields were converted and finally paid denominated in the new currency,
gold crowns. Debt service was suspended during the First World War, however it was
relaunched first towards domestic bondholders. Although the post-war hyperinflation in
Hungary lasted until the introduction of the pengé and the acquisition of the relief
credit, yields paid during this time stayed on the pre-war level. It directly followed from
this practice that the interests received by Hungarian bondholders suffered a huge loss
of value. The key moment can be captured in the complete restoration of debt service in
1926, when the fate and value of Royal Hungarian Bonds were sharply separated. From
this year onwards - in accordance with the Innsbruck Convention- only 32% of the
annual yields were paid to foreign bondholders increased by previously missed interests

that were equally envisaged over 12 years. While the annual yields owed to foreign

58 1030/1949. Korm. rendelet [=1030/1949. Decree of the Government] 1-2. §, see Appendix on page 92.
and 13110/1948. Korm. rendelet [=13110/1948. Decree of the Government] 1-2. §, see Appendix on page
91-92. and 4246/1949. Minisztertanacsi Rendelet [=4246/1949. Decree of the Council of Ministers] 1. §
and 6. §, see Appendix on page 93.
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bondholders were fully calculated in US gold dollars in line with the rules of the Peace
Treaty of Trianon, the Hungarian governments used the inflated paper crown as a basis
towards domestic bondholders. This practice constituted violation of the Peace Treaty
resulting in a huge drop in the value and yields of Royal Hungarian Bonds held by
domestic investors. The debt service continued along these lines until 1940. Annual
yields of foreigners only decreased when the impact of the Great Depression spread to
Europe, as the value of the US dollar decreased. After 1940, no yields were paid on
Royal Hungarian Bonds at all, so the overview of debt service ends in that year.>®

11.2. Legal solution

Contrary to expectations after the change of regime, the Hungarian State did not
want to deal with the issue of bonds, continuing its previous communist practice. The
XXV. Act of Parliament of 1991 provided for the partial reparation of damage caused
by the State to the property of citizens during communism and socialism. The drafting
of the so-called Compensation Act was necessary in view of the ongoing EU accession
negotiations, but it seemed to be not very satisfactory among the citizens. The Act of
Parliament affected only a narrow circle of the society. Moreover, it remained silent
concerning the issue of bonds at all, which remained unserved since 1940. Lawsuits
against the State of Hungary for unpaid interests and actions for damages arising from
taking away bonds were filed with great zeal and hope in the 1990s. The plaintiffs'
masses, in view of the decades-long period passed, were mostly descendants of former
foreign and domestic bondholders and those who had acquired such bonds in the

meantime based on expectations or for aesthetic beauty represented by the old

5 Innsbrucki Egyezmény, 1923. [=Innsbruck Convention of 1923]

Rendelet a habort el6tti magyar allamadossagok jovobeni kezelése targyaban (Kiiliigyi Kozlony, 1926.
junius 5. VI. évfolyam, 4. szdm 15-16. oldalak) [=Decree on the future management of pre-war
Hungarian public debt (Foreign Affairs Gazette, 5 June 1926 VI. grade, number 4. page 15-16.], see
Appendix on page 78-79. and Yields of a 1000 gold forints denomination, see Appendix on page 67-69.
and Trianoni békeszerz6dés és az azt becikkelyez6 1921. évi XXXIII. torvénycikk [=Peace Treay of
Trianon and the XXXIII. Hungarian Act of Parliament in 1921 implementing it], Part IX., Financial
Clauses, Article 186. and Annex, see Appendix on page 76-78. and Court of Auditors Reports, see
Appendix on page 59-63.
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securities. A number of problems arose during the litigations, which made it difficult to
prove the allegations in particular. First of all, most of the judges practicing in the 1990s
had never encountered such bonds in their lifetime. Furthermore, in many cases only the
temporary receipts®® issued to replace bonds lost and destroyed after 1946 were
available, from which it was impossible to get familiar with the terms and conditions of
the given bond. Aggravated by the lack of literature available on these bonds, both the
plaintiffs and the judges were in a difficult and incompetent position. The lack of
relevant literature is obviously due to the censorship of the previous regime, as it was
not even allowed and advisable to talk about these cases. In contrast, the State and its
representatives occupied very convenient defendant positions. They operated with the
same tactics in virtually every bond case without exception relying on defensive denial
claiming, from one hand that the securities in question have lost their value due to
hyperinflation in 1946 on the other hand the claims embodied in the lack of interest
payments have expired due to lapse of time. In principle, these cases could not even
arise in the surrounding Successor States, since according to the last amendment to the
Innsbruck Convention - which everyone except Hungary signed - the claims arising
from Royal Hungarian Bonds ceased in the 1970s. Furthermore, Hungary specifically
refused to maximize the maturity of Royal Hungarian Bonds at 50 years, as this would
have been accompanied by a gradual but 70% valorization. It directly follows from
these facts that the claims arising from Royal Hungarian Bonds could only be asserted
against Hungary, since these securities still have no expiration date as far as Hungary is

concerned.®?

In line with the Certificate of deposit presented in the Appendix, bondholder
Sandor Hegedus, was deprived of a temporary receipt replacing one piece of Royal
Hungarian Bond in 1964 which belonged to the series issued in 1881. The deposit
certificate received in return of the temporary receipt at the time of transfer contains all

relevant features by which the bond can be identified. On the basis of the available

0 These temporary receipts only contained some basic information about the security given, eg.
denomination and face value, existence of CC stamp on it, but nothing about the terms and conditions.

61 The following sources were always invoked: 9000/1946. M.E. rendelet [=9000/1946. Decree of the
Prime Minister] and 8640/1946. M.E. rendelet [=8640/1946. Decree of the Prime Minister], see Appendix
on page 86-87.

62 Allami Zarszamadas 1930-31, Jelentés az 1930-31. évi zarszamadasrol 27-29 oldalak [=Court of
Auditors Report for the years 1930-31, Report on the final accounts for the year 1930-31 page 27-29.],
see Appendix on page 85-86.

36



information and after investigating the Court of Auditors Reports, it can be stated that a
bond with a nominal value of 10.000 gold forints offering 4% annual interest could only
be a Royal Hungarian Bond issued in 1881. The Ministry of Finance perfectly reflects
previous and current attitude of the State refusing debt service based on allegations, that
Royal Hungarian Bonds lost their value and claims are expired. The inflation of the
peng6 in 1946 they refer to is a fact and beyond any dispute. Such banknotes were so
worthless, that they were swept away from the streets and people rolled cigarettes out of
them. At this point, we need to raise the following questions: Did the depreciation of
pengé lead to the depreciation of bonds? Are these two phenomenon related to each
other at all? Answering these questions along with my research question governing the
Thesis outlined in the Introduction leads to a different response from the prevailing

considerations.53

I11.2.1. Loss of value:

First of all, temporary receipts were issued solely to replace government bonds
in 1946 which in itself implies an obligation from the side of the State. In addition to
this, due to the terms and conditions, honouring Royal Hungarian Bonds is imposed on

the Hungarian Government.®*

The examination of the issue begins with the relationship between international
and domestic law. Generally, an international treaty prevails over domestic law in all
cases, which means that domestic law must not be in conflict with the content of the
international treaty from the outset. In addition to this, practices contrary to the content
of an international treaty are not allowed to be pursued. As regards international legal
sources governing Royal Hungarian Bonds, we are talking about Trianon and Paris

Peace Treaty, Innsbruck Convention and subsequent additions. It has often been

53 Deposit certificate, see Appendix on page 64. and Court of Auditors Reports, see Appendix on page 59-
63. and citation 54.

54 Royal Hungarian Bond, see Appendix on page 52-55. and Jelentés az 1946-47-es koltségvetésrol
[=Report on the Budget for the years 1946-47, Hungary], see Appendix on page 87-88.
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suggested that the Peace Treaty of Trianon is old, on the other hand, not even applied
and of no practical significance. There is also a view that the Peace Treaty of Trianon
was overridden by the Paris Peace Treaty and the latter prevails. As | do not wish to
conduct a lengthy debate on this subject, | merely express my own point of view, due to
which the two Peace Treaties are independent of each other and differ in content as well
as subject matter, and that both are applicable for certain cases to this day. Just to give
an example, keeping the Peace Treaty of Trianon in force still ensures that current
borders of Central-Europe are maintained. Furthermore, we could consider where the
repeal of the source of law defining national borders would lead. Instead, | would like to
choose a much more indisputable way of arguing by drawing attention to the pure fact,
that the Hungarian Acts of Parliament implementing both Peace Treaties are still in
force with unchanged content concerning Royal Hungarian Bonds. In practice, this
means that the provisions of these Acts of Parliament are still applicable today even in
legal relationships of private law. The mere fact that a national Act of Parliament was
enacted a long time ago is not an escape here either, as for instance Code Civil came
into force in Napoleonic times and it still governs french private law though. Taking all
these facts into account, in my firm opinion, the above-mentioned Hungarian sources of
law used for implementation the content of multilateral international treaties are still
applicable to Royal Hungarian Bonds, and an argument can be formed relying on them.
It is even less debatable that Hungary has declared its adherence to the provisions of the
Peace Treaty of Trianon on several occasions. Furthermore, honouring Royal Hungarian
Bonds was carried out without interruption until the beginning of WWII. After the war,
the debt service was suspended, but the claims arising from Royal Hungarian Bonds
were acknowledged as a debt of the State. Similarly, counting in the inflationary peng6
was forbidden until the introduction of the forint on the 1st of August, 1946. If we take
a look at the Report on the Budget of 1947-48 it shows up right away, that the nominal
value of acknowledged Royal Hungarian Bonds was expressed in the original gold
forints denomination and the value for 1947-48 was expressed in the new unit of
account, the forint. We also see that the sum of face values expressed in the new forint
was extremely huge. How is it then? The institutions and representatives acting on
behalf of the Hungarian State claim, that the devaluation of the peng6 has also dragged

Royal Hungarian Bonds making them loose their value. How is it possible, that a
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security loses its value in 1946 and is highly valued a year or two later by Hungary? It

makes no sence.5®

Based on these facts, I strongly believe, that Royal Hungarian Bonds have not
lost their value. It also necessarily follows from the foregoing that, on one hand, the
inflation of pengd did not affect value of Royal Hungarian Bonds and, on the other
hand, the depreciation of peng6 is not equal to the depreciation of a claim expressed in a
particular security. Although it took the Supreme Court of Hungary a whole decade to
form a universal consideration about the issue in question, in a verdict proclaimed at the
very end of the so-called bond lawsuits, the highest judicial forum has finally dispelled
the doubts. Pursuant to the decision of 2000, it was established that since the
introduction of the peng6 in 1925 claims arising from a given bond has been paid by the
Hungarian State —after applying the appropriate calculation and conversion methods- in
pengé. Moreover, the fact that a bond has been registered and overstamped under
different laws does not mean at all, that the claim contained in it has been converted into
a claim denominated in pengé. According to the Court, these findings should be
interpreted as meaning that, although it has become impossible to honor debt in pengd
due to inflation, payments must still be carried out in the currency used at the original
face value. The significance of the decision can be seen in the fact that it —along with
justification and findigs- binds lower courts in the future, however this was

unfortunately a thin consolation for those who have already lost lawsuits in the 1990s.5¢

The devaluation of Royal Hungarian Bonds emphasized by Hungary is refuted
by another fact, that I also would like to draw attention to. Years after the hyperinflation

and introduction of forint, Royal Hungarian Bonds without a CC stamp were declared

8 Trianoni békeszerz6dés és az azt becikkelyezd 1921. évi XXXIIL. torvénycikk [=Peace Treay of
Trianon and the XXXIII. Hungarian Act of Parliament in 1921 implementing it], see Appendix on page
76-78. and Innsbrucki Egyezmény, 1923. [=Innsbruck Convention of 1923], Rendelet a habor elétti
magyar allamadossagok jovobeni kezelése targyaban (Kiiliigyi K6zlony, 1926. junius 5. VI. évfolyam, 4.
szdm 15-16. oldalak) [=Decree on the future management of pre-war Hungarian public debt (Foreign
Affairs Gazette, 5 June 1926 VI. grade, number 4. page 15-16.], see Appendix on page 78-79. and 1931.
évi XI. torvénycikk [=XI. Act of Parliament in 1931] Article 2., points 1-2, see Appendix on page 84-85.
and 670/1946. M.E. rendelet [=670/1946. Decree of the Prime Minister] 1-2. §, see Appendix on page 86.
and 9000/1946. M.E. rendelet [=9000/1946. Decree of the Prime Minister] 7. §, see Appendix on page
86-87. and 8640/1946. M.E. rendelet [=8640/1946. Decree of the Prime Minister] 1. §, see Appendix on
page 87. and Jelentés az 1947-48-as koltségvetésrol [=Report on the Budget for the years of 1947-48,
Hungary], see Appendix on page 88-89.

56 325/2000. Verdict of the Supreme Court of Hungary, see Appendix on page 95-96.
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worthless in 1949. It follows from this provision in itself that pieces bearing a CC stamp
signifying authority of Caisse Commune and placement abroad still represented value at
that time.%” Furthermore, no legislation on these securities was subsequently enacted,
the state party simply refused to pay interests and such attitude is being represented by
Hungarian governments after the change of regime in 1990 and until today.

[11.2.2. EXxpiry of claims:

Expiry means that a right ceases to be enforceable before court as a result of
lapse of time, which is often called limitation period. When it comes to bonds, this can
be interpreted within two aspects: the expiry of principal and the expiry of the interests
(coupons) dependable thereon.

It is relatively easy to assess contractual claims arising from coupons of Royal
Hungarian Bonds. As regards principal, these securities except series of 1893 have no
maturity (i.e. they have infinite lifetime), which is supported by the lack of expiry
stipulation from one hand among provisions of bonds, on the other hand in the Acts of
Parliament constituting grounds for issuances. From this statement, it necessarily
follows that, in theory, we can only talk about the expiration of claims arising from
overdue coupons. With regard to limitation, Hungarian law has been unbroken and
completely uniform since 1881 as the rudimentary auxiliary rule of expiry and the three
subsequent Acts of Parliament regulating Hungarian private law provides for no
substantive change. Accordingly, the limitation period begins when the coupon
becomes due and from maturity, the bondholder has five years to raise a claim for
payment. If the bondholder fails to do so within the limitation period, he/she looses
his/her opportunity to enforce such claims later. In 1987 the barrier to both of the

litigation against Hungary and the demand for interests arising from Royal Hungarian

57.1030/1949. Korm. rendelet [=1030/1949. Decree of the Government] 1-2. § and Annex, see Appendix
on page 92.
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Bonds was removed, so that the expiration of coupons can be interpreted only from first
of January, 1988.%8

It creates a completely different legal situation if a Royal Hungarian Bond or the
temporary receipt replacing it was taken away from the owner. In this case we are
talking about a claim to property, which has also been uniformly regulated by the
Hungarian Civil Codes since 1928. In line with the relevant provisions of those Acts of
Parliament, property claims do not expire. This means that the bondholder, or his/her
successor after his/her death, can reclaim the bond or the temporary receipt issued in its
place without time limit. In case of claim to property, the expiration of the coupons
provided by Royal Hungarian Bonds are subject to a completely different assessment.
First of all, we know that Hungary has not paid interests since 1939. We also know, that
debt service was suspended from 1945 until de facto refusal of state party in 1949.
According to the Paris Peace Treaty and the Hungarian Act of Parliament implementing
it, claims arising from Royal Hungarian Bonds did not expire between 1939 and 1947.
Moreover, Royal Hungarian Bonds were not honoured until today. As a claim to
property precedes a claim arising from the obligation to pay interests, the expiry of
coupons is excluded. This finding is also justified by the fact that the owner is unable to
enforce his/her claim for an excusable reason, as he/she does not hold either the bond or
the temporary receipt replacing it. In my opinion, it follows directly from the verdicts of

the Courts just mentioned, that an owner, whose piece of Royal Hungarian Bond or the

%8 Royal Hungarian Bond, see Appendix on page 52-55. and 1880. évi VIII. torvénycikk [=V1I1. Act of
Parliament in 1880] 1. §, see Appendix on page 70. and 1881. évi XI. térvénycikk [=XI. Act of
Parliament in 1881] 1. §, see Appendix on page 70. and 1881. évi XXXII. térvénycikk [=XXXII. Act of
Parliament in 1881] 1. §, see Appendix on page 71. and 1887. évi XXXII. térvénycikk [=XXXII. Act of
Parliament in 1887] 1. §, see Appendix on page 71-72. and 1888. évi VI. térvénycikk [=VI. Act of
Parliament in 1888] 4. §, see Appendix on page 72. and 1892. évi XXI. térvénycikk [=XXI. Act of
Parliament in 1892] 1. § and 7-8. §, see Appendix on page 72-73. and Jelentése a magyar kiralyi
pénziigyministernek a [...] 1892. évi XXI. torvénycikk végrehajtasarodl (2. oldal) [=Report of the Royal
Hungarian Minister of Finance on the implementation of XXI. Act of Parliament in 1892 (page 2.)] see
Appendix on page 74. and 1881. évi XXXIII. térvénycikk [=XXXIII. Act of Parliament in 1881] 38. §
and 40. §, see Appendix on page 71. and 1928. évi maganjogi térvényjavaslat, MAGYARORSZAG
MAGANJOGI TORVENYKONYVE [=private law bill of 1928, Code Civil of Hungary] 1287. §, 1290. §
see Appendix on page 83-84. and 1959. évi IV. torvény [=IV. Act of Parliament in 1959] 324-325. § and
326. § (1), see Appendix on page 93-94. and 2013. évi V. torvény [=V. Act of Parliament in 2013] 6:22-
6:23. § and 6:24. § (3), see Appendix on page 97-98. and 86/1987. MT. Rendelet [=86. Decree of the
Council of Ministers] 1-2. § and Annex, see Appendix on page 94-95. and 325/2000. Verdict of the
Supreme Court of Hungary, see Appendix on page 95-96. and 953/2003. Verdict of the Supreme Court of
Hungary, see Appendix on page 96-97.

41



temporary receipt replacing it has been confiscated could claim for interest calculated

from 1939 onwards.®°

111.2.3. Valuation

In order to determine the value of Royal Hungarian Bonds from a financial point
of view, as well as to indicate the value of a legal claim arising from these securities, we
must first of all clarify the value of the capital and the resulting interests. The easiest
way to do this is to calculate in fine gold as a unit, since the expression in different
currencies used today is misleading due to the constant change in their interdependent
value. The valuation by calculating in fine gold leads to a correct result, because these
bonds provide coupons in gold. Moreover, their capital along with annual interests are
expressed in different gold currencies proportional to each other based on gold content.
In addition to this, Peace Treaty of Trianon continued and institutionalized this method
of calculation by fixing the bases of annual coupons and comparing three gold

currencies.”®

The weight and gold content of a 4 gold forints coin:’*

1
15¢

Gold content: total weight X multiplier = 3,226 X 0,9 =2,9 grams

Total weight: multiplier X pound = X 500grams = 3,226 grams

iy |

69 1928. évi maganjogi torvényjavaslat, MAGYARORSZAG MAGANJOGI TORVENYKONYVE
[=private law bill of 1928, Code Civil of Hungary] 1284. 8 and 1292. §, see Appendix on page 83-84. and
1959. évi IV. térvény [=IV. Act of Parliament in 1959] 115. § and 326. § (2), see Appendix on page 93-
94. and 2013. évi V. torvény [=V. Act of Parliament in 2013] 5:35. § and 6:24. § (1), see Appendix on
page 97-98. and Jelentés az 1947-48-as koltségvetésrdl [=Report on the Budget for the years of 1947-48,
Hungary], see Appendix on page 88-89. and 670/1946. M.E. rendelet [=670/1946. Decree of the Prime
Minister] 2. §, see Appendix on page 86. and Parizsi Békeszerz6dés és az azt becikkelyez6 1947. évi
XVIII. térvény [=Paris Peace Treaty and the XVI1I1. Hungarian Act of Parliament in 1947 implementing
it] Articles 31. and 37., Annex V. point B, see Appendix on page 89-91. and 13110/1948. Korm. rendelet
[=13110/1948. Decree of the Government] 1-2. §, see Appendix on page 91-92.

70 Trianoni békeszerzOdés és az azt becikkelyez6 1921. évi XXXIII. torvénycikk [=Peace Treay of
Trianon and the XXXIII. Hungarian Act of Parliament in 1921 implementing it], Part IX. Financial
Clauses, Article 186. and Annex, see Appendix on page 76-78.

711869. évi XII. torvénycikk [=XI1. Act of Parliament in 1869] 1-28, see Appendix on page 69.
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While determining the gold content of the principal, | used a 1000 gold forints

denomination as a basis:

Gold content of 1000 gold forints:
number of 4 gold forints coins X gold content of a 4 gold forints coin

=250%x29 =72 grams

After doing that, the annual interest and half year’s coupons can be easily determined,

as follows: 2

One year's interest in gold: gold content of principal X interest rate

725% 0,04 =29 grams

Half year's interest in gold: gold content of principal X interest rate /2

=725%(0,04/2) =14, 5 grams

111.2.3.1. Value of legal claims

In the scope of determining the value of a legal claim arising from a 1000 gold
forints denomination, | take the two cases outlined in Chapter Ill. and IV. as a basis. In
the first case, the holder of the bond or the temporary receipt can claim the amount of
the coupons of the last 5 years increased by late interest. On the other hand, in the
second —extreme- case, when the bond or the temporary receipt was taken away, the
owner (successor) could claim the amount of the unpaid coupons increased by late
interest from January 1941 until today. Coupons maturing in the future must be ignored
in both calculations, as they cannotd be enforced yet due to their non-expiration.
Furthermore, both calculations are based on exactly the same methodology, in the

second case we simply have to go back further with the coupons that remained unpaid.

Above all, it is worth interpreting the terms and conditions of Royal Hungarian
Bonds. Accordingly, interest claims arise twice a year (in January and July), the due

dates of which are separate from each other.” The obligee, which in this case is the

72 Royal Hungarian Bond, see Appendix on page 52-55.
3 Royal Hungarian Bond, see Appendix on page 52-55.
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Hungarian State, becomes late on the day when the current matured coupon is not paid.
As already mentioned, an unpaid coupon is subject to late interest from the day of the
delay, which must be cumulated. In practice, this means that each coupon becomes
principal just for the sake of calculation, to which the amounts increased by late
interests must be added separately. After doing this, we have to add up the increased

values of each coupon and thus get the final sum.”

Value of a legal claim arising from 5 years unpaid coupons is then calculated from 30
June, 2022 backwards as follows:"
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74 Late interest in Hungary, see Appendix on page 66-67.
75 Late interest in Hungary, see Appendix on page 66-67.
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wfiere:

—k =number of half years
—i = oldest half o year

—C' = coupon

—h = first half

—sh = second hal f

—r = applicable late inferest rate

Since the amount and method of calculation of the late interests have changed relatively
often in Hungary, | therefore describe only the methodology of the second case instead
of the full derivation. Value of a legal claim arising from unpaid coupons counted from
January 1941 until 30 June, 2022 is then calculated as follows: "

k r . T fono
Zg _ 1C(me. 1941) T Cgan . 1941)% 5(1941.”‘) o T Can. 190)% E(Zozth)
rod T o4
+C(,fufy 1941y T C(.]ufy 1941) % 5(1941‘*‘”) + C(Jufg 1941) % 5(1942‘”’) +
+C 7ty 1041) % 3’7‘(2ozzﬁs) +C, 4Oy x %(u pplicable late interest) + ... + % %(2022[];.)
where:
—k = number of half years
—i = oldest half a year
—C' = coupon
—fh = first half
—sh = second half

—r = applicable lale interest rate

111.2.3.2. Value of Royal Hungarian Bonds

Determining the value of Royal Hungarian Bonds from a financial point of view
requires a completely different approach. For the calculation, similarly to the above, |
use a bond with a face value of 1000 gold forints as a basis. Since these securities never

expire and provides its owner with coupons forever, the illustration of the problem is

76 Late interest in Hungary, see Appendix on page 66-67.
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also different from that of traditional coupon bonds or zero coupon bonds. In this case,
we have to completely ignore the principal and focus exclusively on the semi-annual
coupons. According to Varian (2011, 224-225) the reasonable price of a 1000 gold
forints denomination is in theory the sum of the present values of all future yields as
follows:

C
(1+7/2?

> P/ k '
1_“2;::11+-r-;2+ T

where:

—P = price

— PV = present value

—k = number of coupons
—1 = starting coupon

—C' = semi annual coupon
—r = market rate

At first sight we would think that the result would be infinity, but this is not the case.
According to Varian (2011, 224-225) the further derivation is as follows:

: : 1 C C
V=PV=——"—XxXC+——=+ — + ...
(141r/2) [ 14 7r/2 (1+T‘X2)') |
P | o C 145
v=rr= 1+7r/2 xX[€+PV]= r/2  r/2

As we can see, the present value of a 1000 gold forints denomination that
promises to pay 14,5 grams of fine gold in every half a year forever is stongly
influenced by the market rate. The specific calculation would be quite difficult, since
the market rate ,,r”” is not constant over time. However, it can be stated that when the
market rate increases, the present value of the bond decreases and vice versa. | think it is
important to note that the value represented by such security may differ between

investors. If we assume that investors simply prefer more over less and we do not know
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the utility function, or if the utility function is U(x) = x the result above is correct and
same for everyone. On the other hand, beyond varying market rate the difference
between utility functions of agents also influences the value. In addition to this, level of
patience and intertemporal smooth of consumption along with consumption plans also

influence valuation. (Varian 2011)

In my opinion, the available information also greatly influences the value of the
bond for a given investor. Suppose for example, that the agent buys the 1000 gold
forints denomination attached to the Appendix in 1887 and accurately foresees the fate
of the bond. In such case the security represents a completely different value for that
agent, as the period of yields becomes finite and ends in July, 1940. On the other hand,
if we want to determine the value of a piece of Royal Hungarian Bond from today, it

will obviously be 0, since Hungary does not serve these debt instruments.

As we can see, the assessment of value represented by Royal Hungarian Bonds
is completely different from financial and legal perspective. While the former category
is based on an endless series of coupons given exclusion of information, the value of
legal claims arising from these securities can only be interpreted in a finite time interval.
The reason for this can be grabbed by the fact that basically only expired claims can be
enforced before court disregarding value of future coupons. An additional difference is
that the calculation from financial aspect uses discount factor, whereas during the
enforcement of matured coupons, the value increases by adding up late interests.
(Varian 2011)
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1\VV.0. Conclusion

First of all, as we see measures introduced in case of a default are colorful and
wide-ranging. In addition to this, current incentives, domestic and international
circumstances strongly influence State behavior. Assessing debt management, two main
cases can be distinguished. When States act in a discretionary manner in the absence of
applicable supranational rules, we encounter specific and mixed resolution structures
that varies across countries. On the other hand, if an international treaty settles the issue
of sovereign debt, we are mostly confronted with such conducts that are more or less in

line with the governing rules and bondholder treatment is more uniform.

During the European wave of the Great Depression, which triggered a stock
market crash, Germany, Austria, Czech-Slovakia and Hungary grabbed the opportunity
to reduce debt by repurchasing securities on depressed price to the detriment of
bondholders. The introduction of new currencies after WWI and their value relating to
the old one also affected the position of States, albeit to varying degrees. In the absence
of international provisions, countries where inflation has previously reached high levels
and thus their currencies were depreciated have mostly avoided revaluation of claims
arising from government securities. In contrast, the Czech example illustrates the
positive effects of further voluntary service of public debt. As the confidence of
domestic investors was maintained, the sound financial background of Czech-Slovakia
provided room for more options in the future thus reaching a win-win case beneficial for
both of bondholders and the State. On the other hand, countries that used inflation as a
weapon against debtholders were later forced to turn to international markets for
financial aid. As soon as an international treaty or pressure deprives or reduces the
discretion of debtor States in whole or in part, we see different results in debt
management. For instance, in the eye of a threat concerning trade restrictions Germany
rather chose to make an exemption by honouring debt instruments of British citizens on

a full scale, while other bondholders stuck outside.
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It can also be stated that the relationship with international treaties was relatively
different within the States investigated. While the Successor States treated holders of
Royal Hungarian Bonds more or less in accordance with the Peace Treaties, Hungary
violated all existing written sources of law. As Otto von Bismarck would say, Contracts
are like girls and roses: they last as long as they last.

By answering my research question, | argue, that holders of Royal Hungarian
Bonds or in possession of temporary receipts replacing them both allocated with a CC
stamp can currently raise a claim against Hungary. Furthermore, if one could prove, that
any of these documents have been deposited or seized, he or she could also enforce a
claim. Given the different circumstances of the cases, there are basically two types of
claims. The extent and manner of the claim is determined by the fact, whether the owner
is currently in possession of the bond or the temporary receipt replacing it or has been
deprived of its possession. Based on my argument presented in section 11, the currently
applying domestic five-year limitation period, combined with a principle of a Royal
Hungarian Bond having infinite duration means in practise, that if someone sues
Hungary today possessing the security or the temporary receipt replacing it, interest
payments of previous 5 years and additional continuous debt service could be demanded
by only relying on terms and conditions of the bonds. On the other hand, if —similar to
the case of bondholder Sandor Hegedis- either the bond or the temporary receipt was
taken away from the owner in return of a deposit certificate, they could above all raise a
claim for ownership. In my view, it necessarily follows from this claim that, since the
coupons did not expire, they can be enforced back to 1940 depending on the

circumstances of the particular case.

Of course, I am aware that my allegations may trigger unpredictable
consequences as they look pretty bold at first glance. On the other hand, the successes
of our litigation so far confirm in my notion, that the issue of Royal Hungarian Bonds
has so far been systematically deceived. With my Thesis, | would like to encourage
researchers to deal more with the cases of historical national bonds from several aspects,
as we may make a discovery not only with spying of the future, but also by taking a

review of the past.
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V.0. Appendix

Limitation clause

The legal solution presented and the conclusion drawn from it in Chapter I11. and
IV. is only valid for Royal Hungarian Bonds and not necessarily applicable for other
types of sovereign debt instruments. Blend of statements I made concerning Royal
Hungarian Bonds is only a narrow simplified summary of my previous research
findings and therefore cannot be considered complete and universal. The individual
cases of bondholders may be different and should only be assessed after a thorough

examination of the information and circumstances available.
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EBEDIT IBNOSTAISL & CARNOIAL
BO
BESKRET Bu (7 AVRIL 1822
Béslacation No__—
Reguo de /L Sy 11224 3

f i
ROYAUME DE HONGRIE. ‘: ROYAL HUNGARIAN BONDS
§
Emprunt 4°/, payable en or hearing interest at 4 per Cent payable in Goli.
émis { issued
en vertu de la loi XXXII de 1887 ; in conformity with the Law XXXIL of the year 1887.
] s o ; iy - ‘
Obligation de la Dette de I'Etat BOND el =
de 3 for 5 “ .
i Florins 1000 = I‘rancs 2500 = . 100 1000 Ilorins — 2500 krancs =_100 %. Sterling
1= = Rm. 2025. — 2025 Marks German Currency. 3

Le Ministére des Finances du Royaume de : The Royal Hungarian Ministr
ongrie certific que la présente Obligation de declares that this Bond f(}l’ R e

MILLE FLORINS OR

te de la Dette Consolidée Hongroise

m roduit un intérét annuel de 4%,
semestre, les 1-er Janvier et 1-er Juil-
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1000 Gulden — 2500 Francs ——

KONIGREICH UNGARN.

4°/,-ige in Gold verzinsliche

RENTEN- ANLEIHE.

Ausgegeben auf Grund des Gesetz-Artikels XXXII
vom Jahre 1887.

STAATSSCHULD - VERSCHREIBUNG

tiber
100 %. Sterling
=— 2025 Mark D. R.-W.

e

Das konigl. ung. Finanzministerium bestatigt,

dass gegenwartige Staatsschuld-Verschreibung ber

Kivonat

az 1887. évi XXXII. tbrvényczikkbdl.

158,
Felhatalmaztatik a pénzigyminister, hogy az dllam-

pénztirak készleteinek  kiegészitésére 32 milli6 osztrik
értékii forintot hitelmivelet utjan beszerezhessen.

Extrait

de la loi XXXII de 1887.

§ 1.

Le Ministre des Finances est autorisé a faire un
emprunt de 32 millions de florins pour compléter les
fonds disponibles des caisses d'Etat.
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4%okal kamatozo magyar kiralyi jaradékkoleson. : (P4
Kibocsdttatott az 1887. évi XXXII. térvényezikk alapjin. ; : * k

Kiboesdthaté mennyiség 80,000.000 forint. iy
A. 150.001-t81  160.000-ig 100 forintos = 1,000.000 forinttal. C x v
8. 80.001-t51  82.000-ig 500 » = 1,000,000 > . 5 e
2 3 C. 410.001-t51 468.000-ig 1000 == 28,000.000 > $
& 3 30,000.000 forint.

oL on § : o~

a S 5

du Royaume de Hongrie payable en or,
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A gold coin of 4 forints = 10 francs:

source: http://www.stephansnumismatic.eu/hir/ferencz-jozsef-regi-4-es-8-forintos-

arany-penzermei

A gold coin of 8 forints = 20 francs:

source: http://www.stephansnumismatic.eu/hir/ferencz-jozsef-regi-4-es-8-forintos-

arany-penzermei
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Distribution of Royal Hungarian Bonds
based on current owners in 1914,
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& Belgium other neutral
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| B Nominal value 69.259524 217 533.4 689.8

source: The diagram is created based on the official data represented in ,,Allami
Zarszamadas 1920-21.” [=Court of Auditors Report for the years 1920-1921], page
138/138.

Distribution of Hungarian state debt due to
the decision of the Reparation Commission

50
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source: The diagram is created based on the official data represented in ,,A trianoni
békeszerzédés végrehajtasa, Allami Zarszamadas 1924-25.” [=lmplementation of the
Peace Treaty of Trianon, Court of Auditors Report for the years 1924-25], page 133.
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An example for the Court of Auditors Report, where the Royal Hungarian Bond
series are listed and accounted:

375

11. melléklet: A szimadési id8szak végén fenndllott addssagok csopor-
tositdsa természetiik szerint. .

Az adéssagok Kialfoldi Belfo!di Osszes

fejezet- * tétel- . ”
FEC S (SN adossag

s7ama i f Ft |f] Ft |f

1. Hosszilejarati adéssagok.

a) Ors:agos adbssagok :

v la)| 4%-0os megyar aranyjarzdék kolesén . ......... 1.389,483.486| 39 . . | 1.389,483.486/ 39
1b)| 1910. évi 49%-0s megyar jaradék koleson. ....... 50,758.252( 29 o ’ 50,758.252( 29
! 1c)| 1913. évi 414%-0s megyar jaradék koleson. .. 46,053.728| 07 & 3 46,053.728( 07
. 1d)| 1914, évi 41,%-0s torlesztéses jaradék koleson ?32,425.966E 5 | 232,425.96€| 81
|- Egyiitt (1. tétel) [1.718,721.433| 56 . . |1.718;721.433| 56
2 | A szab. osztrak-mcgyar allamvesittirsasig = #
mzgyar vonalainak megvaltasabdl szarmazo
{ AAGSSAZ +v v eneeenssnneneneninansns 146,4€0.851| 45 . | 146,460.851 45
| 3 | Nemzctkozi segélyhitel (Relicf koleson). . ... .. 23,305.917| 83 .. . 23,305.917| 83
4 1922, évben  kibocsatott, 6%-kel frencia frank-
ban kamztozd pénztarjcgy kélesén ....... €0.182| 08 ; €0.182| 08
5 | A brit cgyezménybél kifolydleg tcljcsitends | g
TIEERERE I o s srsmiosiomimimimieriusmiaiaronviomiorisisssiivinis 37,6€8.092| 52 . ; 37,668.092| 32
6 | A frencia egyczménybél kifolyéleg tcljesitendd
fizetsoek e vvvavesipaon aiiee A AR 1,821.551| 89 > : 1,821.551| 89
7 | A Duna-Sziva-Adria vesattarszeség jcgviszonyai- | .
1 nak rendezésével kapusolatos fizetések .. ... 61,310.878| 90 : . 61,310.878' 90
' 8 | Mezgyarorszag 1924, évi allamkdlcsone........ 432,778.797! 64 7,535.407| 12| 440,314.204| 76
{9 | Francia frankben kamatoz6 61, %-0s kileson . . 4,193.432| 32 ] 3 4,193.432| 32

" 10 | Az Osztrak Mzgyar Benk felszamelcival létre jott
i megalle podas szerint kibocsatott 59-0s allami

katclezvenyck s doimnseabinbinssmssess 406.544| 28 s 2 406.544| 28
: | 11 1925. évben kibocsatott, olasz liraban kamatozo
: 69-0s pénztarjegy kilesén................ 6.081( 90 . " 6.081| 90
| 12 [ 1925. évben  kibocsatott, francia frankban g A
kamatozé 69%-os kotvény l.(ijlcsﬁn .......... 2,564.688| . s % 2,64.688,
13 | A megyar-belga clearingegyezmény 4. cikke i
alapjan kibocsatott 1928, évi 69-os torlesz-
tegcs KOtVeNYek s waaunwvissas memvnatian 6,773.490| 88 i . | — 6,773.490| 88
14 1929, évben kibocsatott, svajci frankban kama- o
tozo 69%-o0s pénztarjegykoleson ........... 18,994.763| 51 5 5 18,994.7€3| 51
15 1930. évben kibocsatott, olasz liraban kama-
tozo 69,-0s pénztarjegy koleson ........... 10.136| 50 : : 10.136] 50
16 | Olasz liraban kamatozo 49.-o0s torlesztéscs
KBlesln soevenmissnd ismentr ittt 7,668.528| - % S 7,668.528|
17 | A cseh-morva telepesck {gyeben létrejott meg-
allapcdas alapjan teljesitendé fizetések ... . 10,694.615| 75 . « 10,694.615| 75

18 Az 1940. évi majus ho 21-én Berlinben létrejott
megyar-német  megallapedassal  kapesolat-
ban kibocsatott 41,9.-0s torlesztéses kol-

|
|
| L P SN RS AN 305,544.225| 32 i ] 305,544.225| 32
i 19 | Az 1942, évi mircius ho 4-én létrejott megyar-
német mcgallapodds alapjan  kibocsatott 5
4Y,%-0s torlesztéses koleson . ............ 3,679.745| 72 s 2 3,679.745| 72
20 | A Mzgyar Nemzeti Bankkal szemben fennalld ' ¢
AdOSSAE ..ot . .| 336,868.500| 97| 336,8€8.500( 97
21 | Amcrikai hadianyzg felesleg felvésarlasi koleson | 168,290,866 87 i .| 168,290.866| 87
’ v Osszesen (a) |2.950,963.824| 72| 344,403.908| 09 3.295,357.732 81
) .

LA

source: Court of Auditors Report for the years 1947-48, page 399/375.
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List of Court of Auditors Reports along with their links, based on which the

history of Royal Hungarian Bonds can be tracked

1894:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1894/?pg=0&Ilayout=s

1895:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1895/?pg=0&Ilayout=s

1896:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1896/?pg=0&Ilayout=s

1897:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1897/?pg=0&layout=s

1898:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1898/?pg=0&Ilayout=s

1899:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1899/?pg=0&layout=s

1900:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1900/?pg=0&layout=s

1901:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1901/?pg=0&Ilayout=s

1902:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1902/?pg=0&Ilayout=s

1903:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1903/?pg=0&Ilayout=s

1904:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1904/?pg=0&Ilayout=s

1905:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1905/?pg=0&Ilayout=s

1906:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1906/?pg=0&Ilayout=s

1907:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1907/?pg=0&Ilayout=s
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https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1894/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1895/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1896/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1897/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1898/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1899/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1900/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1901/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1902/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1903/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1904/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1905/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1906/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1907/?pg=0&layout=s

1908:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1908/?pg=0&Ilayout=s

1909:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1909/?pg=0&Ilayout=s

1910:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1910/?pg=0&Ilayout=s

1911:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1911/?pg=0&Ilayout=s

1912:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1912/?pg=0&Ilayout=s

1913:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1913/?pg=0&Ilayout=s

1914:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1914/?pg=0&Ilayout=s

1914-1915:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1914-

1915/?pg=0&Ilayout=s

1915-1916:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1915-

1916/?pg=0&Ilayout=s

1920-1921:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1920-

1921/?pg=0&Ilayout=s

1921-1922:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1921-

1922/?pg=0&Iayout=s

1922-1923:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1922-

1923/?pg=0&Ilayout=s

1923-1924:
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https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1908/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1909/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1910/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1911/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1912/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1913/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1914/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1914-1915/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1914-1915/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1915-1916/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1915-1916/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1920-1921/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1920-1921/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1921-1922/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1921-1922/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1922-1923/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1922-1923/?pg=0&layout=s

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1923-

1924/?pg=0&Ilayout=s

1924-1925:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1924-

1925/?pg=0&Ilayout=s

1925-1926:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1925-

1926/?pg=0&Ilayout=s

1926-1927:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1926-

1927/?pg=0&Ilayout=s

1927-1928:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1927-

1928/?pg=0&layout=s

1928-1929:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1928-

1929/?pg=0&layout=s

1929-1930:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1929-

1930/?pg=0&Ilayout=s

1930-1931:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1930-

1931/?pg=0&Iayout=s

1931-1932:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1931-

1932/?pg=0&Ilayout=s

1932-1933:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1932-

1933/?pg=0&Ilayout=s

1933-1934:
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https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1923-1924/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1923-1924/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1924-1925/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1924-1925/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1925-1926/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1925-1926/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1926-1927/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1926-1927/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1927-1928/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1927-1928/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1928-1929/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1928-1929/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1929-1930/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1929-1930/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1930-1931/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1930-1931/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1931-1932/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1931-1932/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1932-1933/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1932-1933/?pg=0&layout=s

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1933-

1934/?pg=0&Iayout=s

1934-1935:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1934-

1935/?pg=0&Ilayout=s

1935-1936:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1935-

1936/?pg=0&Ilayout=s

1936-1937:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1936-

1937/?pg=0&Ilayout=s

1937-1938:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1937-

1938/?pg=0&Ilayout=s

1938-1939:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1938-

1939/?pg=0&Ilayout=s

1939-1940:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1939-

1940/?pg=0&Ilayout=s

1941:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1941/?pg=0&Ilayout=s

1942:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1942/?pg=0&Iayout=s

1943:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1943/?pg=0&Iayout=s

1944:
https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1944/?pg=0&Ilayout=s

1945-1946:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas

1945-

1946/?pg=0&Ilayout=s

62


https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1933-1934/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1933-1934/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1934-1935/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1934-1935/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1935-1936/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1935-1936/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1936-1937/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1936-1937/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1937-1938/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1937-1938/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1938-1939/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1938-1939/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1939-1940/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1939-1940/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1941/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1942/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1943/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1944/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1945-1946/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1945-1946/?pg=0&layout=s

1946-1947:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas 1946-

1947/?pg=0&layout=s

1947-1948:

https://library.hungaricana.hu/hu/view/AllamiZarszamadas 1947-

1948/?pg=0&Ilayout=s
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https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1946-1947/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1946-1947/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1947-1948/?pg=0&layout=s
https://library.hungaricana.hu/hu/view/AllamiZarszamadas_1947-1948/?pg=0&layout=s

Certificate of deposit of the temporary receipt issued in replacement of a Royal

Hungarian Bond taken away from bondholder Sandor [=Alexander] Hegedds:

My translation:

Owner of deposit: Sandor Hegedds, Subject of deposit: deposit
blocked
Gardony, 11. street 5. under 4246/1949. Decree of

the Council of Ministers

Certificate of deposit

We hereby acknowledge, that a CC-overstamped temporary receipt issued on May 1,
1946 in replacement of an annuity loan with 4% interest rate and a nominal value of
10,000 gold forints was deposited by Sandor Hegedis living in Gardony, Il. street 5,
along with 2 coupons. [...]

Budapest, 14th of March 1964 Financial Institution Center [...]
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Table summarizing data of Royal Hungarian Bonds:

Act of Issuance | Signal .. Number
) Denomination ) Face value
Parliament date letter of pieces

A 100 290.000 29,000.000

B 500 87.200 43,600.000
1881 XXXII. 11.5, 1881 C 1000 440.000 440,000.000
D 10000 3240 32,400.000
In total: 545,000.000

1880 VIII., A 100 10.000 1,000.000

1881 Xl., 1.5, 1888 B 500 2.000 1,000.000
1888 VI. C 1000 15.000 15,000.000
In total: 17,000.000

A 100 10.000 1,000.000

1887 XXXII. 1.1, 1888 B 500 2.000 1,000.000
C 1000 28.000 28,000.000

In total: 30,000.000

A 100 40.000 4,000.000

1892 XXI. 1.1, 1893 B 500 12.000 6,000.000
C 1000 80.000 80,000.000

In total: 90,000.000

source: The data were extracted from the original pieces of bonds, however Court of

Auditors Reports listed here in the Annex also represents them.
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Late interest in Hungary

applicable late interest legal bases regulation
<XII. 31, 1988 6% XXXVII. Act of |late interest based on
Parliament in 1875, commercial
281. 8 transaction
I. 1, 1989-V. 25 8% IV. Act of Parliament |late interest based on
V. 26, 1989-VIII. 31, 20% in 1959, 301. 8 the central bank base
2000 rate valid on the last
day before the
calendar semester
IX. 1, 2000-XI1I. 31, 12% LXXXVIII. Act of |determined annually
2000 Parliemant in 2000, |based on the budget
3.8(2)b) law
I. 1, 2001-XI11. 31, 11% CXXXIII. Act of
2001 Parliament in 2000,
I. 1, 2002-XI11. 1, 11% 121. 8 b)
2002
I. 1, 2003-XI11. 31, 11% LXII. Act of
2003 Parliament in 2002,
I. 1, 2004-1V. 30, 11% 118. 8 b)
2004
V. 1, 2004-XII. 31, 11,5% IV. Act of Parliament |late interest based on
2004 in 1959, 301. § the central bank base
I. 1, 2005 9,5% rate valid on the last
VII. 1, 2005 7,25% day before the
I. 1, 2006 6% calendar semester
VII. 1, 2006 6,25%
I. 1, 2007 8%
VII. 1, 2007 7,75%
I. 1, 2008 7,5%
VII. 1, 2008 8.5%
I. 1, 2009 10%
VII. 1, 2009 9,5%
I. 1, 2010 6,25%
VII. 1, 2010 5,25%
I. 1, 2011 5,75%
VIl 1, 2011 6%
I. 1, 2012 7%
VII. 1, 2012 7%
I. 1, 2013 5,75%
Il. 27,2013 < V. Act of Parliament |late interest based on
VII. 1, 2013 4,25% in 2013, 6:47. § the central bank base
I.1,2014 3% rate on the first day
VII. 1, 2014 2,3% of the calendar
I. 1, 2015 2,1% semester
VII. 1, 2015 1,5%
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I.1, 2016 1,35%
VII. 1, 2016 0,9%
I.1, 2017 0,9%
VII. 1, 2017 0,9%
I.1, 2018 0,9%
VII. 1, 2018 0,9%
I.1, 2019 0,9%
VII. 1, 2019 0,9%
1.1, 2020 0,9%
VII. 1, 2020 0,75%
I. 1, 2021 0,6%
VIl. 1, 2021 0,9%
I. 1, 2022 2,4%
VII. 1, 2022 7,715%

Yields of a 1000 gold forints denomination

Annual yield for foreign Annual yield for Hungarian
bondholders bondholders
calculated in calculated ) calculated in Year
the applicable | in US gold cal.culated In the US gold dollars
applicable currency
currency dollars

40 gold forints 19,3 40 gold forints 19,3 1894
40 gold forints 19,3 40 gold forints 19,3 1895
40 gold forints 19,3 40 gold forints 19,3 1896
40 gold forints 19,3 40 gold forints 19,3 1897
40 gold forints 19,3 40 gold forints 19,3 1898
40 gold forints 19,3 40 gold forints 19,3 1899
95 gold crowns 19,3 95 gold crowns 19,3 1900
95 gold crowns 19,3 95 gold crowns 19,3 1901
95 gold crowns 19,3 95 gold crowns 19,3 1902
95 gold crowns 19,3 95 gold crowns 19,3 1903
95 gold crowns 19,3 95 gold crowns 19,3 1904
95 gold crowns 19,3 95 gold crowns 19,3 1905
95 gold crowns 19,3 95 gold crowns 19,3 1906
95 gold crowns 19,3 95 gold crowns 19,3 1907
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95 gold crowns 19,3 95 gold crowns 19,3 1908

95 gold crowns 19,3 95 gold crowns 19,3 1909

95 gold crowns 19,3 95 gold crowns 19,3 1910

95 gold crowns 19,3 95 gold crowns 19,3 1911

95 gold crowns 19,3 95 gold crowns 19,3 1912

95 gold crowns 19,3 95 gold crowns 19,3 1913

95 gold crowns 19,3 95 gold crowns 19,3 1914

0 0 0 0 1915

0 0 0 0 1916

0 0 0 0 1917

0 0 0 0 1918

0 0 0 0 1919

0 0 0 0 1920

0 0 0 0 1921

0 0 95 gold crowns 19,3 1922

0 0 95 gold crowns 19,3 1923

0 0 95 gold crowns 19,3 1924

0 0 95 gold crowns 19,3 1925

42,6 gold crowns 8,655 0,000013 gold 0,00000264 1926
crowns

45,5 peng 8 0,00762 pengd 0,00134 1927

45,5 pengd 8 0,00762 pengd 0,00134 1928

45,5 pengd 8 0,00762 pengd 0,00134 1929

45,5 pengd 8 0,00762 pengd 0,00134 1930

45,5 pengd 8 0,00762 pengd 0,00134 1931

38 pengd 8 0,00762 pengd 0,00134 1932

31,5 pengo 8 0,00762 pengd 0,00134 1933

45 pengo 8 0,00762 pengd 0,00134 1934

45 pengo 8 0,00762 pengd 0,00134 1935

45 pengo 8 0,00762 pengd 0,00134 1936

45 pengd 8 0,00762 pengd 0,00134 1937
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35 peng6 6,2 0,00762 pengd 0,00134 1938
35 peng6 6,2 0,00762 pengd 0,00134 1939
17 pengd 3,1 0,00381 pengd 0,00067 1940

0 0 0 0 1941<

Note: Although the yields are only indicated here from 1894 onwards —the year when
all series existed-, of course for example pieces of 1881 series already offered coupons
in gold forints earlier. Yields are calculated based on the Court of Auditors Reports

listed in the Appendix on page 60-64.

Hungarian legal sources

1869. évi XII. torvénycikk [=X11. Act of Parliament in 1869]

1. §.: ,,Az [...] megnevezett pénznemeken kiviil még 10 frank értékii 4 forintos és 20

frank értékii 8 forintos aranyok is veretenddk.”

2. §.:,,A 10 (tiz) frankos arany artméréje 19 millimeéter, finomséagi tartalma 0,900, azaz
kilencszaz ezredrész, sullya 1/155 pénzfont, karimaja rovatkos. A képlapra O Felsége

mellképe j6 [...].”

3. §.: ,,A 20 (husz) frankos arany atémérdje 21 milliméter, finomsagi tartalma 0,900,

azaz kilencszaz ezredrész, sullya 2/155 pénzfont, karimaja rovatkos.”
My translation:

1. 8.: In addition to the named currencies, gold forint coins of 4 worth 10 francs and

gold forint coins of 8 worth 20 francs are also to be minted.

2. 8.: The 10 (ten) francs gold coin has a diameter of 19 millimeters, a fineness of 0.900,
i.e. nine hundred thousandths, a weight of 1/155 coin pound, and a flanged notch. The

bust of His Majesty is coming to the front picture.

3. 8.: The 20 (twenty) francs gold coin has a diameter of 21 millimeters, a fineness of
0.900, i.e. nine hundred thousandths, a weight of 2/155 coin pound, and a notched

flange.
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1879. évi Il. torvénycikk [=11. Act of Parliament in 1879]

3. 8. ,,A pénziigyminister felhatalmaztatik, hogy a [...] Osszeget, akar egészen 6%-0S,
aranyban kamatozd addémentes jaradékkotvények kibocsatdsa és elérusitasa, akar
részben ez &ltal és reészben 5%-os aranyban kamatozd és 36 év alatt egyenld évi
részletekben torlesztendd jelzalogos kolesonkotvények kibocsatasa és elarusitasa altal

szerezze be.”
My translation:

3. 8.: The Minister of Finance is authorized to obtain the amount needed either by
issuing and selling 6% gold tax-free annuity bonds or by issuing and selling mortgage

bonds with 5% gold interest repayable in equal annual installments over 36 years.

1880. évi VIII. torvénycikk [=VIII1. Act of Parliament in 18801

1. 8: LA pénzigyminister felhatalmaztatik, hogy az [...] allamkétvények évi
toketorlesztési jaradékainak fedezésére évenkint 6%-0S adomentes aranyjaradék-

kotvényeket bocsasson ki [...].”
My translation:

1. 8.: The Minister of Finance is authorized to issue 6% tax-free gold annuity to cover

the expenditure of annual principal repayment of government bonds.

1881. évi XI. torvénycikk [=XI1. Act of Parliament in 1881]

1. 8.: ,[...] az ezen téketorlesztési jarulékok fedezésére sziikséges Osszegeket,- vagy
aranyjaradékkotvények kibocsatasa altal szerezze be, [...] vagy pedig 5%-kal osztr.
értékben kamatoz6 addomentes jaradékkotvenyek Kibocsatasa e€s elarusitasa utjan

fedezze.”
My translation:

1. 8.: The amounts needed to cover these capital repayment contributions, - either by
issuing gold annuity bonds or by issuing and selling tax free 5% interest-bearing annuity

bonds.
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1881. évi XXXIII. torvénycikk [=XXXI11. Act of Parliament in 1881]

38. 8.: ,,A jaradékkotvényekben biztositott jaradékkovetelési jognak [...] a bemutatora
sz616 kotvényeknél [...] a kotvényhez kiadott szelvényiven 1€vo utolso szelvényt kdvetd

legkdzelebbi kamat (jaradék-) részlet lejarati napjatél szamitando.”

40. §.: ,,Szelvényeken alapuld kovetelés, a lejarat napjatol szamitandd hat esztendd

elteltével eléviil.”
My translation:

38. 8.: The right to claim the interest provided in the annuity bonds for possession shall
be calculated from the maturity date of the next interest (annuity) installment following
the last coupon issued on the coupon sheet for the bearer bonds.

40. 8.: Claims based on coupons expire six years after the due date.

1881. évi XXXII. torvénycikk [=XXXI1I. Act of Parliament in 1881]

1. §.: ,,A pénziigyminister felhatalmaztatik, hogy az [...] kibocsatott, Osszesen 400
millié arany forint (1000 millid frank, 40 millié sterling font, 810 millid német
birodalmi marka) névertékii adomentes 6%-0s magyar aranyjaradék-kotvények
bevaltadsara 4%-kal aranyban kamatozd, hasonloan adomentes [...] jaradékkotvényeket
[...] a szikséges mennyiségben kibocsathasson. A bevaltott 6%-0S magyar

aranyjaradék-kolcsonkotvények megsemmisitendék.”
My translation:

1. 8.: The Minister of Finance is authorized to redeem 6% Hungarian gold annuity
bonds with a nominal value of 400 million gold forints (1,000 million francs, 40 million
pound sterling, 810 million german marks) for the issuance of similarly tax-free annuity
bonds replacing older ones bearing interest of 4% in gold as much as necessary. The

redeemed 6% Hungarian gold annuity bonds must be destroyed.

1887. évi XXXII. torvénycikk [=XXXI1I. Act of Parliament in 1887]

1. §.: ,Felhatalmaztatik a pénzugyminister, hogy az &llami pénztarak készleteinek

kiegészitésére 32 millid osztrak értékii forintot hitelmiivelet utjan beszerezhessen.”
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My translation:

1. 8.: The Minister of Finance is authorized to raise 32 million gold forints to replenish

the reserves of the state treasury through a credit operation.

A pénziigyi bizottsag jelentése az 1887. évi XXXII. torvénycikk végrehajtasarol, 1.

oldal [=Report of the Finance Committee on the implementation of XXXII. Act of

Parliament in 1887 (page 1.)]

»---] a pénzpiacz helyzete az év els felében ezt a miveletet eldnydsebbé tette €s e
czélbol: 20.000,000 forint névszerinti 4%-os aranyjaradékot 75 és fél; 10.000,000
forintot 76 ¢és fél (arany) arfolyamon értékesitett; ezekbdl dsszesen 45.500,000 arany

német birodalmi markat kapott.”
My translation:

The situation on the money market in the first half of the year made this operation more
advantageous and for this purpose: a nominal gold annuity of 20,000,000 forints with
interest rate 4% was sold at a 75,5% price. Morover gold annuity with nominal value of
10,000,000 forints was sold at 76,5% price based on (gold) exchange rates of these. By
doing this, the budget received a total of 45,500,000 gold German imperial marks.

1888. évi VI. torvénycikk [=VI. Act of Parliament in 1888]

4. 8.. ,[...] Felhatalmaztatik a pénziigyminister, hogy ezen hianyt hitelmiivelet utjan

fedezze.”
My translation:

4. 8.: The Minister of Finance is empowered to cover this deficit through a credit

operation.

1892. évi XXI. torvénycikk [=XXI. Act of Parliament in 1892]

1. 8.: A pénzugyminiszter felhatalmaztatik, hogy az alabbi 2. §-ban felsorolt tartozasok
kotvény-, valamint részvénybirtokosainak a kotvényeikben vagy részvényeikben
kifejezett tokét az allam és az allam altal megvaltott vasutak korabbi birtokosai nevében

és helyett felmondhassa, és a mennyiben a bevonandd kotvények és részvények
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birtokosai az alabbi 6. s illetdleg 7. §-ok szerint kibocsatandd mérsekeltebb kamatozésu
kotvényeket elfogadni hajlandok nem lennének, a bevont kotvények s illetéleg

részvények névszerinti tokeértékét készpénzben kifizethesse.” [...]

7. 8.: ,,A [...] tartozasok bevonasa végett azoknal alacsonyabb kamatozasu [...]
koronaértékre szolé adomentes jaradékkotvények [...] bocsathatok ki. Ugyancsak ily
aranyjaradékkotvények bocsathatok ki ezen kivil oly 6sszeg erejéig, a melynek
kamatszilkséglete a 2. §-ban felsorolt allami tartozasok 1892-ik évi kamatozasi és
torlesztési sziikséglete és az ezen addssagok bevaltasara szolgéald j addssagi czimletek
évi sziikseglete kozti killonbozet altal fedezhetd.”

8. 8.. ,Felhatalmaztatik a pénzugyminister, hogy a koronaértékre sz0l6
jaradékkotvények helyett [...] adomentes torlesztéses kotvényeket bocsathasson ki, [...]

s legfeljebb 75 év alatt torlesztenddk.”
My translation:

1. 8.: The Minister of Finance is authorized to cancel the capital of the bondholders and
shareholders of the debts listed in 2. 8 below in the name and on behalf of the State and
former holders of State-redeemed railways. If the bondholders were not willing to
accept bonds with a lower interest rate to be issued in accordance with 6. § or 7. § below
replacing the old ones, the state may pay the nominal capital value of the covered bonds

and shares in cash.

7. 8.: In order to redeem the debts, tax-free annuity bonds with a lower interest rate can
be issued. In addition, such gold annuity bonds may be issued up to an amount the
interest requirement of which may be covered by the difference between the interest and
repayment requirement of the public debts in 1892 listed in 2. § and the annual

requirement of new debts to repay these debts.

8. 8.: The Minister of Finance is authorized to issue tax-free annuity bonds replacing the

crown-value ones that must be repaid within a maximum of 75 years.
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Jelentése a maqgyar kiralyi pénziigyministernek a [...] 1892. évi XXI. torvénycikk

végrehajtasarol (2. oldal) [=Report of the Royal Hungarian Minister of Finance on

the implementation of XXI. Act of Parliament in 1892 (page 2.)]

,Egyben felhatalmaztatott a pénziigyminister, hogy a koronaértékre szOl0 jaradék-
kotvények helyett [...] vagyis azoknak a tartozdsoknak a bevonasa végett, a melyek
torlesztéses addssagot képeztek, esetleg ezeknél mérsékeltebb kamatozasi addémentes
torlesztéses kotveényeket bocsathasson ki, melyek [...] legfeljebb 75 ¢év alatt

torlesztendék.”
My translation:

At the same time, the Minister of Finance is authorized to issue tax-free bonds with a
lower interest rate, which will be repayable for a maximum of 75 years, replacing crown

denominated annuity bonds.

1892. évi XVII. torvénycikk [=XVII. Act of Parliament in 1892]

1. §.: ,,Az eddigi ausztriai érték helyébe az aranyérték I€p, a melynek szamitasi egysége

a korona.”
My translation:

1. 8.: The current Austrian value is replaced by the gold value, the unit of account of

which is the crown.

1892. évi XIX. torvénycikk [=X1X. Act of Parliament in 1892]

2. §.: ,Hogy a teljesitendd szolgaltatisok belértéke valtozast ne szenvedjen, ily
fizetéseknél 42 magyar vagy ausztriai arany forint a koronaértéknek arany érméiben 100

koronaval szamitando egyenlének.”
My translation:

2. 8.: In order not to suffer a change in the value of the services to be provided, 42
Hungarian or Austrian gold forints should be equal to 100 crowns in gold coins for such

payments.
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9930/1920. M.E. rendelet [=9930/1920. Decree of the Prime Minister]

1. 8.: ,,Mindazok a természetes és jogi személyek, akik az 1914. évi jalius hé 28. napjat
megel6zdleg kibocsatott és a jelen rendelet mellékletében felsorolt allamaddssagi
cimleteket Magyarorszagnak magyar kozigazgatas alatt allé tertiletén birtokukban vagy
Orizetiikben tartanak, kotelesek ezeket a cimleteket a hozzajuk tartozd szelvényivekkel
egyltt az 1921. évi januar ho 1-s6 napjatol 1921. évi februar hd 15-ik napjaig terjed6
hataridében jegyzékbefoglalas és megjelOlés céljabol valamely m. Kir. allami pénztarnal

bemutatni.”

2. 8. ,[...] a jegyzékbe tortént bevezetés utan a kiilon e célra szolgald

>>Magyarorszag<< feliratu tojasdad alakt bélyegzdt és sajat bélyegzojét ratiti.”

4. 8.: ,,Azokat a magyar allamadossagi cimleteket, amelyeket valamely idegen allam
feliilbélyegzéssel vagy megjeldléssel ellatott [...] magyar bélyegzdvel megjeldlni nem

szabad.”
My translation:

1. 8.: All natural and legal persons who possess or keep in custody the public debt
denominations issued before the 28th day of July, 1914 and listed in the Annex to this
Decree in the territory of Hungary shall be obliged to deposit these denominations
together with the coupons belonging to them between 1. January, 1921 and 15.

February, 1921 for the purpose of listing and marking at any Hungarian royal state fund.

2. 8.: After being entered in the list, an egg-shaped stamp with title >>Hungary<< shall

be placed on it.

4. 8.: Hungarian government debt denominations that have already been overstamped or

marked by a foreign state may not be marked with a Hungarian stamp.

1921. évi XXVI. torvénycikk [=XXVI. Act of Parliament in 1921]

»Az [...] adossagok felosztasa az 1920. évi junius ho 4. napjan a Trianonban kotott
békeszerz6dés 186. Cikkének ¢és e cikk fliggelékének rendelekzései alapjan fog

megtorténni.”
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1. 8.: ,,Természetes és jogi személyek, valamint jogi személyiseggel fel nem ruhazott
vagyonkdzosségek a tulajdonukban 1év6 magyar allamadossagi cimletek névértéke utan

altalaban 20% [...] vagyonvaltsagot tartoznak leroni.”
My translation:

The debts will be apportioned in accordance with the provisions of Article 186 of the
Peace Treaty of Trianon, concluded in 4. June, 1920 and the Appendix to this Article.

1. 8.: Natural and legal persons, as well as joint ventures without legal personality, are
generally required to pay 20% of the nominal value of the Hungarian government debt

denominations they own.

Trianoni békeszerzodés és az azt becikkelyezo 1921. évi XXXIII. torvénycikk

[=Peace Treay of Trianon and the XXXIIl. Hungarian Act of Parliament in 1921

implementing it]

IX. rész 186. cikk 2. pont:

,Mindazok az Allamok, amelyekhez a volt Osztrak-Magyar Monarchia teriiletéb6l
valamely részt csatoltak és mindazok az Allamok, amelyek az emlitett Monarchia
feldarabolasabol keletkeztek, ideértve Magyarorszagot is, kotelesek részt vallalni a
kiilon nem biztositott, de cimletszerli magyar allamadossagbol az 1914. évi julius ho
28.-an fennallott allapot szerint; e rész kiszamitasanal alapul szolgal azoknak a
jovedelemagaknak egyrészt a jelen Szerzodésnek megfelelden atcsatolt teriileteken,
masrészt az egész volt magyar teruleten, az 1911, 1912. és 1913. pénzlgyi évek
kozeperedménye szerint vett aranya, amely jovedelemagak a Jovatételi Bizottsag nézete
szerint legalkalmasabbak arra, hogy beldlik az illetd teriiletek pénziigyi

teljesitoképessége igazsagosan megallapitassék.”
Fuggelék:

[...] Azok az Allamok, amelyek kiilon nem biztositott volt magyar allamaddssagért
felelosek, a jelen Szerzddés életbelépésétdl szamitott harom hénapon beliil kotelesek
ennek az adossagnak sajat teriiletiikon 1évé minden cimletét kiilon erre a célra szolgalo s

allamonkint egymastol eltérd bélyeggel ellatni [...].”
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,,Azoknak a cimleteknek a birtokosai, amelyek a jelen Figgelék értelmében azok
lebélyegzésére kotelezett allam teriiletén vannak, a jelen Szerzddés életbelépésétol
kezdve e cimletek alapjan az emlitett Allamnak hitelezéivé valnak és semmiféle mas

Allam ellen igényt nem tamaszthatnak. [...]”

,,Ha az eredeti cimlet egy vagy tobb kilfoldi pénznemre sz6lt, az Gj cimlet is ugyanerre
a pénznemre vagy ugyanezekre a pénznemekre fog széIni. Ha az eredeti cimlet osztrak-
magyar aranypénzre sz6lit, az Uj cimlet font sterlingre és az Eszakamerikai Egyesiilt
Allamok arany dollarjara fog egyenértékben szélni, a harom pénznemnek az 1914. évi
januar 1-én érvényben volt térvényes rendelkezések értelmében szamitott sulyat és

finomséagat veve alapul.”

,Ha a régi cimletek kifejezetten vagy hallgatolagosan jogot adtak a fizetés
pénznemének meghatarozott kilféldi valtéarfolyam szerint valé valasztasra vagy
barmely mas atszamitdsi kedvezményre, ugyanezeket a kedvezményeket az U]

cimleteknek is biztositaniok kell.”
Official English version:

Part 1X.

Financial Clauses

Article 186.

2. ,,Each of the States to which territory of the former AustroHungarian Monarchy is
transferred, and each of the States arising from the dismemberment of that Monarchy,
including Hungary, shall assume responsibility for a portion of the unsecured bonded
debt of the former Hungarian Government as it stood on July 28, 1914, calculated on
the basis of the ratio between the average for the three financial years 1911, 1912, 1913,
of such revenues of the territory distributed in accordance with the present Treaty and
the average for the same years of such revenues of the whole of the former Hungarian
territories as in the judgement of the Reparation Commission are best calculated to

represent the financial capacity of the respective territories.”
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Annex

,Each State assuming responsibility for the former unsecured Hungarian Government
bonded debt shall, within three months of the coming into force of the present Treaty, if
it has not already done so, stamp with the stamp of its own Government all the bonds of

that debt existing in its own territory.”

,Holders of bonds within the territory of a State which is required to stamp old
Hungarian bonds under the terms of this Annex shall, from the date of the coming into
force of the present Treaty, be creditors in respect of these bonds of that State only and

they shall have no recourse against the Government of any other State.”

,1f the original bond was expressed in terms of a foreign currency or foreign currencies,
the new bond shall be expressed in terms of the same currency or currencies. If the
original bond was expressed in terms of Austro-Hungarian gold coin, the new bond
shall be expressed in terms of equivalent amounts of pound sterling and gold dollars of
the United States of America, the equivalents being calculated on the basis of the weight

and fineness of gold of the three coins as enacted by law on January I, 1914.”

,»Any foreign exchange options, whether at fix rates or otherwise, embodied explicitly

or implicitly in the old bonds shall be embodied in the new bonds also.”

Innsbrucki Eqyezmény, 1923. [=Innsbruck Convention of 1923]

Rendelet a haboru elotti magyar allamadossagok jovobeni kezelése targyaban

(Kulugyi Kozlony, 1926. junius 5. V1. évfolyam, 4. szam 15-16. oldalak) [=Decree

on the future management of pre-war Hungarian public debt (Foreign Affairs
Gazette, 5 June 1926 V1. grade, number 4. page 15-16.]

,[...] A nem biztositott adossagok: [...] 4%-0S magyar aranyjaradék-kolcson. [...]”
g

,,A nem biztositott adossagokbol a Jovatételi Bizottsag altal a jelenlegi Magyarorszag
terhére megéllapitott addssagrész, nevezetesen azon cimletek szolgalatat, amely
cimletek a trianoni békeszerzddés 186. cikkét kovetd fliggelék rendelkezéseihez képest
hivatalos magyar megjeldléssel ellattattak, Magyarorszag teljesiti, tekintet nélkil a

cimlettulajdonosok allampolgarsagara. A nem biztositott adossdg aranyra és
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vagylagosan kulfoldi értékre sz6l6 kibocsatasainak a volt, osztrdk-magyar Monarchia
teruletén kivil levé, magyar megjeloléssel el nem latott cimletei jovébeni szolgalata
tekintetében 1923. év junius hd 29-én Innsbruckban jegyzékonyvi megallapodas jott
létre. E megallapodas értelmében a [...] 4%-0s aranyjaradékkolcson régi kalfoldi
tulajdonban levd cimletei jovobeni szolgdlatanak ellatasa a Parizsban székeld kozos
pénztar feladata. A 4%-0s aranyjaradék-kolcson cimletei utdn az azok eredeti
kamatozasanak megfeleld kamatdsszeg 32%-a [...] fizetend0 aranyban vagy arany

helyett, a pénztar valasztasa szerint font sterlingben vagy dollarban.”
My translation:
Unsecured debts: 4% Hungarian gold annuity loan [=Royal Hungarian Bonds]

Of the unsecured debts, Hungary will serve the part of the debt determined by the
Reparation Commission for the current Hungary, namely the denominations which have
been officially marked in accordance with the provisions of the Appendix to Article 186
of the Trianon Peace Treaty, regardless of the nationality of the denomination holders.
A Convention was signed in Innsbruck on 29. June, 1923 for the future service of
unsecured and unstamped debt instruments of gold and, alternatively, foreign-
denominated denominations outside the territory of the former Austro-Hungarian
Monarchy. Under this agreement, the future service of the old foreign-owned
denominations of the 4% gold annuity loan will be provided by Caisse Commune
located in Paris. For the denominations of the 4% gold annuity loan, 32% of the interest
amount corresponding to their original interest rate will be payable in gold, or

alternatively in sterling or dollar based on choice of Caisse Commune.

102000/1924. P.M. rendelet [102000/1924. Decree of the Minister of Finance]

4. 8.:,[...] A szelvénybevalto hely a bevaltas alkalmaval meggy6z6dni tartozik arrol,
hogy a szelvényekkel egyezd kotvényszdmu szelvényutalvany a haborus allamaddssagi
cimleteknél nosztrifikalasi megjeloléssel, a habort eldtt kibocsatott cimleteknél pedig
hivatalos magyar megjeldléssel és a vagyonvaltsag lerovasat igazold bélyeggel is el van

latva.”
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My translation:

4. §.: At the time of payment, the place of redemption of the coupon must make sure
that the coupon voucher with the same numbering of bonds as the coupons has a
nostrification mark on the government debt denominations and an official Hungarian

mark along with a stamp certifying the capital levy of the assets.

A trianoni békeszerzédés vésrehajtasa, Allami Zarszamadas 1924-25., 133. oldal

[=Implementation of the Peace Treaty of Trianon, Court of Auditors Report for
the years 1924-25. page 133.]

,»A kiilon nem biztositott [...] adéssdgok megosztasanal [...] a Jovatételi Bizottsag |[...]
a szobanforgd adossagok megosztasdnak kulcsat a kovetkezokép allapitotta meg. A

kolesonb6l terheli:

A mai Magyarorszagot 45.733%
a Cseh-Szlovak Koztarsasagot 16.020%
Romaniat 21.802%
a Szerb-Horvat-Szloven Kiralysagot 14.116%
az Osztrak Koztarsasagot 1.581%

Fiumét 0.748%.”

»A kiillon nem biztositott adossagok felosztasanak gyakorlati megvalositdsa irant a

békeszerzddés 186. cikkének ,,Fiiggelék-e intézkedett.”
My translation:

In the case of the distribution of unsecured debts, the portions for the distribution of

these debts was determined by the Reparation Commission as follows. It is debited from

the loan to:
Today’s Hungary 45.733%
Republic of Czecho-Slovakia 16.020%
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Romania 21.802%

Kingdom of Serbia, Croatia and Slovenia 14.116 %
Republic of Austria 1.581%
Fiume 0.748%

The "Annex" of Article 186 of the Peace Treaty provided for the practical
implementation of the allocation of unsecured debts.

1925. évi XXXV. torvénycikk [=XXXV. Act of Parliament in 1925]

1. §.: ,,A koronaérték helyébe 1 érték 1€p. Az 0j érték aranyérték. Szamolasi egysége: a

pengd.”

17. §.: ,,A koronaban vald kotelezd szamitas helyébe a 1927. évi januar ho 1-tdl a
pengOértékben vald kotelezd szamitas 1ép. Koronanak pengdre vald atszamitasanal

12,500 koronat egy pengdnek kell szamitani.”
My translation:

1. 8.: The crown value is replaced by a new value. The new value is a gold value. Its

unit of account is the pengo.

17. 8.: The compulsory calculation in the crown will be replaced by the compulsory
calculation in peng6 value from 1 January, 1927. When converting a crown to a pengo,

12,500 crowns are counted as one pengo.

960/1925. M.E. rendelet [=960/1925. Decree of the Prime Minister]

1. 8.: ,,A Jovateételi Bizottsag 1923. évi februar hd 14-én, 1924. évi aprilis ho 23-an és
december hd 4-én kelt hatarozatai értelmében a Trianonban kotott békeszerz6dés 186.
cikkében foglalt rendelkezése végrehajtasaval kapcsolatban a habora eldtt kibocsatott,
zaloggal nem biztositott magyar allamadossagi cimletek kozul csak a tényleg
Osszegyljtott cimletek fognak a szobanforgd éallamaddssagok végleges megosztasa
alkalmaval Magyarorszdg javara szamitasba vétetni. [...] akik [...] magyar

megjeloléssel ellatott magyar allamadossagi cimleteket birtokukban vagy Orizetiikben
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tartanak, kotelesek ezeket a cimleteket a hozzajuk tartozo szelvényivekkel egyutt 1925.

évi aprilis ho 15. napjaig [...] letétbe helyezni.”

3. 8. ,,Azok az allamadossagi cimletek, melyeket [...] letétbe kell helyezni, a

kovetkezok:
1, A 4%-kal kamatozé aranyjaradék kdlcsonkotvények”

6. 8.: ,,Az olyan haboru el6tt kibocsatott magyar allamadossagi cimletekben kifejezett
kdvetelések, amely cimletek a [...] rendelkezés ellenére nem helyeztettek letétbe, a
magyar allammal szemben nem érvényesithetok még akkor sem, ha azokat a hivatalos
magyar megjeléléssel korabban el is lattak, s az ilyen cimletekre nézve a magyar allam

minden kotelezettsége megsziinik.”
My translation:

1. 8.: Pursuant to the decisions of the Reparation Commission of 14 February, 1923, 23.
April, 1924 and 4. December, 1924, from the Hungarian unsecured debt issued before
the war in connection with the implementation of the provision of Article 186 of the
Trianon Peace Treaty, only the denominations actually collected will be taken into
account in favor of Hungary in the final distribution of the public debts in question.
Those who possess or keep in custody Hungarian government debt denominations
bearing the official Hungarian designation [=stamp] shall be obliged to deposit these
denominations together with the coupon sheets belonging to them by the 15th day of
April 1925.

3. 8.: The government debt denominations to be deposited are as follows:
1, Gold annuity bonds with an interest rate of 4% [=Royal Hungarian Bonds]

6. 8.: Claims originating from Hungarian government debt denominations issued before
the war, which denominations have not been deposited in spite of the provision, shall
not be enforceable against the Hungarian State even if they have previously been
officially designated [=overstamped]. All obligations of the Hungarian state in respect

of such denominations shall cease.
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1928. évi XII. torvénycikk, [=XI11. Act of Parliament in 1928]

12. 8.: ,[...] A pénz értékcsokkenésébdl eredd hatranyt [...] egészen az adodsra lehet
roéni, amennyiben [...] az adoést akar a jogviszony természeténél fogva, akar tett

intézkedései kovetkeztében a pénz értékcsokkenésébdl semmi hatrany sem érte.”
My translation:

12. 8.: The disadvantage resulting from the depreciation of money may be attributed
entirely to the debtor, provided that the debtor has not suffered any disadvantage as a
result of the depreciation of the money yet, either by the nature of the legal relationship

or as a result of the measures taken.

1928. évi maganjogi torvényjavaslat, MAGYARORSZAG MAGANJOGI
TORVENYKONYVE [=private law bill of 1928, Code Civil of Hungary]

1284. §.: ,[...] Nem éviil el az olyan kdvetelés sem, amely [...] tulajdonbol [...] ered és
arra iranyul, hogy a jogviszonynak vagy jognak megfeleld allapot a jovore nézve

helyreéallittassék.”

1287. 8.: ,,Az eléviilés ideje abban az id6pontban [...] kezd6dik, amelyben a kovetelés

jog szerint érvényesithetové valt (lejart).”

1290. 8.: ,,A fokovetelés eléviilésével az attol fliggd mellékszolgaltatasok irant fennalld

koveteles is elévill, még ha erre nézve nem is telt el az eléviilés ideje.”
1292. 8.: ,,Az eléviilés nyugszik:” [...]

2. ,,amig a hitelez6t kovetelésének érvényesitésében a jogszolgaltatas sziinetelése vagy a
kovetelés biroi Uton érvényesitésének jogszaballyal rendelt felfiiggesztése [...]

akadalyozza.”
My translation:

1284. 8.: Nor shall a claim arising from property be expired, which is intended to

restore the state in line with law or a particular legal relationship for the future.
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1287. 8.: The limitation period begins on the date on which the claim becomes legally

enforceable (expired).

1290. 8.: With the limitation (expiry) of the principal claim, the claims for the ancillary
services dependent on it also become statute-barred, even if the limitation period has not
expired in this respect.

1292. 8.: The limitation period is suspended:

2. as long as the creditor is prevented from enforcing his/her claim by the suspension of
legal proceedings or the suspension of the enforcement of the claim by judicial means
prescribed by law.

1931. évi XI. torvénycikk [=XI1. Act of Parliament in 1931]

,,2. Cikk:

1. A jelen Egyezmény nem érinti a haboru el6tti allamadossagokra vonatkozo €s a
Trianoni Szerz6dés értelmében Magyarorszagot terheld kotelezettségeket, sem pedig
azokat a kotelezettségeket, amelyek a jelen Egyezmény életbelépésének idépontjaig
megkotott barmely mas egyezménybdl vagy megallapodasbol akdr Magyarorszagra,

akar a tobbi alairé6 Hatalmakra harulnak.

2. A Trianoni Szerzédés 186. Cikke ¢és az eme cikkhez tartozd Fiiggelék
vegrehajtasanak maédozatait, amennyiben a végrehajtas a Jovatételi Bizottsag feladatat

képezte, az érdekelt Felek esetleg kiilon megallapodassal fogjak rendezni.”
My translation:
Article 2.

1. This Convention shall not affect the obligations incumbent on Hungary under the
Treaty of Trianon relating to pre-war public debts or the obligations imposed upon
Hungary or the other signatory Powers under any other convention or agreement

concluded before the date of entry into force of this Convention.

2. The modalities for the implementation of Article 186 of the Treaty of Trianon and the

Appendix to this Article, where such implementation was the responsibility of the
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Reparation Commission, may be settled by separate agreement between the Parties

concerned.

Allami Zarszamadas 1930-31., Jelentés az 1930-31. évi zarszamadasrol 27-29

oldalak [=Court of Auditors Report for the years 1930-31, Report on the final

accounts for the year 1930-31 page 27-29.]

»Az 1931. év november havaban [...] megéllapitast nyert, hogy a postatakarékpénztar
[...] felhatalmazasa alapjan az allamaddssagok jovObeni terheinek apasztasa céljabol az
allamkincstar helyett megallapodasokat kotott a parisi  kdzds pénztar Altal
szabalyszerlien felszelvényezett magyar allamaddssdgi cimleteknek hitelmiiveleti
alapon valé vasarlasara. [...] A vasarolt értékpapirok vételara harom részletben volt
esedékes és pedig: 25-25% 1931. évi marcius és szeptember honapokban, 50% pedig
1932. évi marcius hoban. [...] E kolcsonb6l vasaroltatott: 4%-0s aranyjaradék
16,600.000 ar. frt n. é.-ben [...] A kotvényvasarlas 6sszefligg azokkal a targyalasokkal,
amelyek Parisban az innsbrucki egyezmeny revizioja irant az 1927-30. években folytak.
E targyalasok soran a hitelez6k olyan kdvetelésekkel léptek fel, hogy a szébanforgd
0rokos [...] jaradék kolcsondok kamatozédsa fokozatosan 100%-ra emeltessék. Az a
megallapodas-tevezet, amelyhez 1930. oktober 31-én Magyarorszag kivételével az
Osszes adds allamok hozzajarultak, targyalasaink eredményeképen enyhebben alakult
ugyan, de meg e megallapodas-tervezet szerint is a kdlcsénok kamatozasa 25 év alatt az
eredeti kamatozas 70%-ara emelkednék és az 6rokos jaradékkolecsonok tokéje egy

maésodik 25 éves periodusban 70%-kal aranyban fizettetnék vissza.”
My translation:

In November 1931, it was found that instead of the Treasury the Postal Savings Bank
had entered into agreements to purchase Hungarian government debt denominations
duly supplied with coupons by the Caisse Commune on a credit operation basis in order
to relieve the future burden of public debt. The purchase price of the securities bought
back was due in three installments: 25-25% in March and September 1931 and 50% in
March 1932. The amount of 4% gold annuity bonds [=Royal Hungarian Bonds]
purchased from this loan is worth 16,600,000 gold forint. The purchase of bonds is

related to the negotiations that took place in Paris for the revision of the Innsbruck
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Convention between 1927-30. During those negotiations, the creditors brought an action
for a gradual increase in the interest rate on the constant annuity loans in question to
100%. The draft agreement, to which all the debtor states except Hungary agreed on 31.
October, 1930, was more lenient as a result of our negotiations. Even under this draft
agreement, the interest rate on the loans would rise to 70% of the original interest rate
over 25 years and the principal of the perpetual annuity loans would be repaid in 70%
gold in a second 25-year period.

670/1946. M.E. rendelet [=670/1946. Decree of the Prime Minister]

1. 8 (1).: ,,A Magyar Nemzeti Bank &ltal a kilfold. pénznemekre és az aranyra
vonatkozolag [...] kdzzéteend6 arfolyamok, illet6leg atvételi arak az 1945. évi januar
hé 1. napja elott keletkezett pénztartozasok pengdellenértékének megallapitasanal a

minisztérium tovabbi rendelkezéséig nem nyernek alkalmazast.”

2. 8 (1).: ,,Az 1945. évi januar ho 1. napja el6tt keletkezett maganjogi jogcimen alapuld
olyan kovetelést, amelynek mértékét kiilfoldi pénznemnek, illetve aranynak pengdre
atszamitasaval kell megallapitani [...] a minisztérium tovabbi rendelkezéséig biroi uton

érvenyesiteni nem lehet.”
My translation:

1. § (1).: The exchange rates and takeover prices to be published by the Hungarian
National Bank in respect of foreign currencies and gold arising from private law claims
originating before 1 January, 1945 shall not be applied until the Ministry further

determines the value of the peng6.

2. 8 (1).: A claim based on grounds of private law arising before the first day of January
1945, the amount of which must be determined by converting foreign currency or gold

into pengd, cannot be enforced in court until further notice of the Ministry.

9000/1946. M.E. rendelet [=9000/1946. Decree of the Prime Minister]

7. 8 (1).: ,,A pengdben vald kotelez szamitas helyébe az 1946. évi augusztus ho 1.

napjatdl a forintértékben vald kotelezd szamités 1ép.”
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7. 8 (2).: ,,A pengbnek és az adopengének forintra valo atszamitasanal irdnyado

értékaranyt a minisztérium rendelettel allapitja meg.”
My translation:

7. § (1).: The obligatory calculation in pengdé will be replaced by the obligatory
calculation in forint value from the first day of August 1946.

7. 8 (2).: The value ratio governing the conversion of pengd and tax pengd into forints

shall be established by a decree of the Ministry.

8640/1946. M.E. rendelet [=8640/1946. Decree of the Prime Minister]

1. 8.:,,A minisztérium [...] a pengének és az adopengdnek forintra vald atszamitasanal

iranyad¢ értékaranyt a kovetkezdképpen allapitja meg: [ ...]
400.000,000.000,000.000,000.000,000.000 (négyszazezerquadrillio) pengé = 1 forint”
My translation:

1. 8.: The Ministry determines the standard value ratio for the conversion of pengé and

tax pengd into forints as follows:

400.000,000.000,000.000,000.000,000.000 (four hundred thousand quadrillion) peng6 =
1 forint

Jelentés az 1946-47-es koltségvetésrol [=Report on the Budget for the years 1946-
47, Hungary]

,Annak ellenére, hogy az allami addssagok szolgalatat felvenni egyeldre nem kivanom,
kezelési koltségek eldiranyzasara feltétleniil sziikség van. [...] Ugyancsak
koltségeldiranyzatot tesz sziikségessé a birdi megsemmisitési eljards soran semmisnek
nyilvanitott kiilonbozé allamadossagi  kotvények potlasara  kiadandd ideiglenes
elismervények eldallitasi és a kiszolgaltatassal kapcsolatosan felmeriild egyéb
koltségek. A kilfolddel szemben fennallo allami addssagok szolgalata ugyancsak
sziinetel [...]. A kezelési koltségeknek az el@iranyzdsa annak biztositéka, hogy a

kincstar az allami addssagokat tovabbra is tartozasainak ismeri el, de az 1946/47. évi
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koltségvetés szikreszabott keretei kdzott azok szolgélatardl gondoskodni nem all

modjaban.”
My translation:

Although 1 do not intend to honor public debt for the time being, it is absolutely
necessary to provide for management costs. An expenditure is also required to be
envisaged for the reproduction and other costs of the temporary receipts issued to
replace the various government bonds declared null and void during the judicial
annulment proceedings. The service of government debts towards foreigners is also
stayed. The provision of management costs ensures that the Treasury continues to
recognize public debts as obligations, but due to the poor conditions of the Budget of
1946/47 debt service is not possible.

Jelentés az 1947-48-as koltségvetésrol [=Report on the Budget for the years of
1947-48, Hungary]

,,A parisi Kozos Pénztar szolgalataba bevont magyar jaradék kdlesonok. [...]
b) 4%-0s magyar aranyjaradék kdlcson”

,,E kolcson az 1880:VIII. az 1881:XI1. és XXXII., az 1887:XXXIl., az 1888:VI. és az
1892:XXI. tc.-ek alapjan bocsattatott ki. A kdlcsonkotvények 633,793.000 aranyforint
névértékébol a 45.733% aranyban 289,934.872 aranyforint terheli Magyarorszagot.
Ebbdl a Magyarorszagon foganatositott feliilbélyegzés eredményének alapulvételével
kilfoldon elhelyezve 242,880.272 aranyforint. E kotvények szolgalatat a parisi Kozos
Pénztar latta el. A kolcson szolgalata [...] a Kozos Pénztar kivansaganak megfelelden
dollarban lattatott el és pedig az aranyparitds alapulvételével, amely szerint 8
aranyforint = 20 aranyfrank, viszont egy aranyfrank kerekitett paritds szerint 0,193
dollar. Ez alapon a tékealladék az egyes koltségvetések Osszeallitasakor iranyadd
arfolyamokon szamittatott at dollarrol pengdre, illetdleg forintra. Ily alapon szamitva a
kiilfoldon  elhelyezett cimletek névértéke 607,200.680 aranyfrank, illetdleg
117,189.731,24 dollér vagyis 1.389,483.487 forint. [...] Az 1940. évt6l kezdve [...] a
kolcson szolgalatara fizetés nem tortént. A magyar koztarsasag kormanyanak azon

hatarozata, amely szerint tovabbi rendelkezésig az allami addssadgok szolgalatanak
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ellatasara eldiranyzas nem torténik, erre a kolcsonre is vonatkozik. Ennek ellenére a
kincstar meégis Kifejezést akar adni annak az elhatarozésnak, hogy ezt a kdlcsont

2

tovabbra is tartozasnak ismeriel [...].
My translation:

Hungarian annuity loans raised in the service of Caisse Commune.
b) 4% Hungarian gold annuity loan [=Royal Hungarian Bonds]

This loan was issued under the 1880: VIII., 1881: XI. and XXXII, 1887: XXXII, 1888:
VI. and 1892: XXI. Act of Parliaments. Of the total nominal value of 633,793,000 gold
forints, 289,934,872 is charged to Hungary in the proportion of 45,733% of the whole
sum. Based on the results of the overstamping carried out in Hungary, 242,880,272 gold
forints [=total nominal value of foreign bondholders capital] were placed abroad. These
bonds were served by the Caisse Commune. The service of the loan was provided in
dollars according to the wishes of the Caisse Commune and on the basis of the gold
parity, according to which 8 gold forints = 20 gold francs, but one gold franc according
to rounded parity is 0.193 dollar. On this basis, the capital was converted from dollars to
peng6 and forints at the exchange rates prevailing when compiling the individual
budgets. Calculated on this basis, the nominal value of denominations placed abroad
amounts to 607,200,680 gold francs equals 117,189,731.24 dollars, ie 1,389,483,487
gold forints. From 1940 onwards, no payment was made for the service of the loan. The
decision of the Government of the Republic of Hungary, according to which no
provision is made for the service of public debts until further notice, also applies to this
loan. Nevertheless, the Treasury wants to give expression to the decision to continue to

recognize this loan as a debt.

Parizsi Békeszerzodés és az azt becikkelyezé 1947. évi XVIII. torvény [=Paris

Peace Treaty and the XVIII. Hungarian Act of Parliament in 1947 implementing

it]

31. Cikk: 1. ,,A hadiallapot fennallasat magéban véve nem kell Gigy tekinteni, mintha
kihatassal lenne az olyan pénztartozasok megfizetésének kotelezettségére, amelyek a

hadiallapot fennéllasa eldtt létezett kotelezettségekbdl és szerzddésekbodl vagy szerzett
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jogokbol szarmaznak, amelyek a jelen Szerzodés ¢€letbelépése elott esedékesekké valtak
és amelyekkel Magyarorszag kormanya vagy allampolgérai tartoznak valamely
Szovetséges és Tarsult Hatalom korményanak vagy allampolgarainak, illetve valamely
Szovetséges és Tarsult Hatalom korménya vagy allampolgérai tartoznak Magyarorszag

kormanyanak vagy allampolgérainak.”

37. Cikk: ,A IV.,, V. és VI szamu Mellékletek rendelkezései, ugy mint a tdbbi
Mellékletekéi is, a jelen Szerzddés szerves kiegészitd részeinek tekintenddk s

ugyanolyan erdvel és hatallyal birnak.”
V. szamu Melléklet

B. Eléviilési 1d6: 1. ,,Ha valamely, személyeket vagy javakat érintd jogviszonyban az
Egyesiult Nemzetek olyan allampolgarai és olyan magyar allampolgarok vannak
érdekelve, akik a hadiallapot fennallasa kdvetkeztében akadalyozva voltak abban, hogy
bir6i jogvédelmet keressenek, vagy jogaik megvédéséhez sziikséges alakszertiségeknek
eleget tegyenek, minden eléviilési id6t és eljarasi [...] hataridét, tekintet nélkiil arra,
hogy ezek a hatarid6k a haboru kitorése el6tt vagy utan kezdddtek-e, gy kell tekinteni,
mint amelyek a haboru tartamara [...] nyugodtak. Ezek a hataridok a jelen Szerzédés
életbelépésétdl Gjbol tovabb folynak. Jelen bekezdés rendelkezéseit kell alkalmazni a
kamat vagy osztalékszelvények bemutatasara, valamint a sorsolas, vagy barmely egyéb
koriilmény kovetkeztében kifizetésre keriildo kotvények bemutatdsara megallapitott

hataridok esetében is.”
Official English version:
Article 31., point 1.:

»Lhe existence of the state of war shall not, in itself, be regarded as affecting the
obligation to pay pecuniary debts arising out of obligations and contracts which existed,
and rights which were acquired, before the existence of the state of war, which became
payable prior to the coming into force of the present Treaty, and which are due by the
Government or nationals of Hungary to the Government or nationals of one of the
Allied and Associated Powers or are due by the Government or nationals of one of the

Allied and Associated Powers to the Government or nationals of Hungary.”

90



Article 37.:

,»The provisions of Annexes IV, V and VI shall, as in the case of the other Annexes,

have force and effect as integral parts of the present Treaty.”
Annex V.
B. Periods of prescription, point 1.:

,»All periods of prescription or limitation of right of action or of the right to take
conservatory measures in respect of relations affecting persons or property, involving
United Nations nationals and Hungarian nationals who, by reason of the state of war,
were unable to take judicial action or to comply with the formalities necessary to
safeguard their rights, irrespective of whether these periods commenced before or after
the outbreak of war, shall be regarded as having been suspended, for the duration of the
war, in Hungarian territory on the one hand, and on the other hand in the territory of
those United Nations which grant to Hungary, on a reciprocal basis, the benefit of the
provisions of this paragraph. These periods shall begin to run again on the coming into
force of the present Treaty. The provisions of this paragraph shall be apllicable in regard
to the periods fixed for the presentation of interest or dividend coupons or for the
presentation for payment of securities drawn for payment or repayable on any other

ground.”

13110/1948. Korm. rendelet [=13110/1948. Decree of the Government]

2

1. §.: ,,A jelen rendelet alkalmazésaban koziiletnek tekintetnek: a) az &llam [...].

2. §.: ,,A kiiziiletekkel szemben tovabbi rendelkezésig az 1946. évi augusztus ho 1.
napjat megel6z6 idében keletkezett koveteléseket — tekintet nelkul keletkezésuk
jogcimére és az esedékesség (lejarat) idépontjara — birdi uton érvényesiteni nem lehet

[...]1.”
My translation:

1. 8.: For the purposes of this Regulation, the followings shall be considered to be

public entities: (a) the State.
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2. 8.: Until further announcement, claims arising in the period prior to the first day of
August, 1946, regardless of the legal grounds and the due date (maturity), may not be

enforced in court against public entities.

1030/1949. Korm. rendelet [=1030/1949. Decree of the Government]

1. 8 (1).: ,,Az allam, a tovényhatosag, a varos a kozség, ezek vallalatai és izemei,
valamint a pénzintézetek (a tovabbiakban: letéti helyek) kotelesek kiselejtezni a
birtokukban vagy Orizetilkkben 1évé €s magyar allampolgar vagy Magyarorszagon
sz€khellyel bir6d jogi személy tulajdonaban allo, illetdleg [...] javara letétbe helyezett

azokat az értékpapirokat, [...] amelyeknek forgalmi értéke nincs.”

2. 8 (1).: ,[=a rendelkezés] ala tartoznak 1. a jelen rendelet I. mellékletében felsorolt,

2

allami kibocsatasu értékpapirok [...].
,,l. sz. melléklet, Hosszulejaratd allami adossagok:

4. 4%-kal kamatozo arany jaradékkélcson kotvények (CC. bélyegzes nélkil).”
My translation:

1. 8§ (1).: The state, public authority, city, municipality, along with their companies and
plants, as well as the financial institutions (hereinafter referred to as: depositaries) are
obliged to weed out securities in their possession or custody owned by or deposited for
a Hungarian citizen or a legal person domiciled in Hungary, which represent no market

value.

2. § (1).: [= the provision] is applicable for: 1. government securities listed in Annex I.

to this Regulation.
Annex I, Long-term government debt:

4. Gold annuity bonds with an interest rate of 4% (without CC stamp) [=Royal

Hungarian Bonds].
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4246/1949. Minisztertanacsi Rendelet [=4246/1949. Decree of the Council of
Ministers]

1. 8 (1).. ,,A magyar allampolgarsdgu természetes személyek, valamint a
Magyarorszagon 1évo jogi személyek és cégek [...] kotelesek letétbehelyezni
(helyeztetni) a jelen rendelet hatalybalépésekor tulajdonukban &ll6 mindazokat az
értékpapirokat [...] és azok szelvényeit, amelyek kibocsatdi kilféldi jogi személyek
vagy cégek [...] és amelyek kiilfoldi pénzértékre szolnak. Az itt megszabott
letétbehelyezési kotelezettség terheli a tulajdonoson Kivil mindazokat akiknek a

rendelet hatalya ala esé értékpapirok birtokaban, kezelésében, letétében stb. vannak.”

6. 8. ,,Aki a jelen rendeletben megéllapitott letétbehelyezeési vagy bejelentési
kotelezettségét [...] megszegi vagy kijatsza [...] biintett miatt 10 évig terjedd
fegyhazzal biintetendd; ha pedig a kotelezettet csupan gondatlansdg terheli, a

cselekmény vétség €s az 3 évig terjedd foghazzal biintetendd.”
My translation:

1. 8 (1).: Natural persons holding Hungarian citizenship and legal persons along with
companies located in Hungary are obliged to deposit (or make deposit) all securities and
their coupons owned by foreign legal persons or companies and issued for foreign
currency value at the time of entry into force of this Decree. The obligation to deposit
set out here applies to all persons other than the holder who hold, manage, deposit, etc.

securities covered by this Regulation.

6. 8.: Whoever violates or circumvents the deposit or report obligation laid down in this
Decree constituting a felony shall be sentenced for up to 10 years; and if the debtor is
charged with negligence only, his or her act is considered to be a misdemeanor

triggering imprisonment for up to 3 years.

1959. évi IV. torvény [=1V. Act of Parliament in 1959]

115. § (1).: ,,A tulajdonjogi igények nem éviilnek el.” [...]

115. § (3).: ,,A tulajdonos kovetelheti a jogellenes beavatkozas vagy behatés

megsziintetését, ha pedig a dolog a birtokabol kikeriilt, kovetelheti a visszaadasat.”
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324. § (1).: ,,A kovetelések 6t év alatt elévilnek, ha jogszabdly masként nem
rendelkezik.”

324. § (2).: ,,A fokovetelés eléviilésével az attol fliggd mellékkovetelések is eléviilnek.

A fokoveteléstol figgetlen mellékkovetelések eléviilése a fokovetelést nem érinti.”
325. § (1).: ,,Az eléviilt kovetelést birdsagi uton érvényesiteni nem lehet.”
326. § (1).: ,,Az eléviilés akkor kezdddik, amikor a kovetelés esedékessé valt.”

326. 8 (2).: ,,Ha a kovetelést a jogosult mentheté okbol nem tudja érvényesiteni, az
akadaly megsziinését6él szamitott egy éven belill [...] a kovetelées akkor is
érvényesithetd, ha az eléviilési id0 mar eltelt, vagy abbol egy évnél, illetdleg harom

honapnal kevesebb van hatra.”
My translation:
115. § (1).: Ownership claims do not expire.

115. § (3).: The owner can demand the cessation of the unlawful interference or

influence, and if the thing is out of his/her possession, he/she can demand its return.
324. 8§ (1).: Claims expire in five years, unless otherwise provided by law.

324. § (2).: As the principal claim expires, the ancillary claims that depend on it also
become statute-barred. The limitation period (expiry) for ancillary claims independent

of the principal claim does not affect the principal claim.
325. § (1).: An expired claim cannot be enforced before court.
326. § (1).: The limitation period begins when the claim becomes due.

326. 8§ (2).: If the claim cannot be enforced by the claimant for an excusable reason, the
claim may be enforced within one year of the cessation of the obstacle, even if the

limitation period has expired or is less than one year or three months left.

86/1987. M T. Rendelet [=86. Decree of the Council of Ministers]

1. 8: ,,Az 1960. el6tt kibocsatott hatalyos kormany-, illetdleg minisztertanacsi

rendeletek és hatarozatok felsorolasat a rendelet melléklete tartalmazza.”
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2. 8.: ,,A mellékletben fel nem sorolt, 1960. januar 1-je el6tt kibocsatott kormany-,

illetdleg minisztertanacsi rendeletek és hatarozatok hatalyukat vesztik.” [...]
(A rendelet melléklete nem tartalmazza a 13.110/1948. Korm. rendeletet!)
My translation:

1. 8.: The regulations and decisions of the government or the Council of Ministers in

force before 1960 are listed in the annex to the decree.

2. 8.: Governmental and Ministerial Decrees and Decisions not listed in the Annex of

this decree and issued before 1. January, 1960 loose their force.
(The annex to the decree does not contain the 13.110/1948. Decree of the Government!)

325/2000. Verdict of the Supreme Court of Hungary

»Nem osztotta viszont a LegfelsObb Birdsdg az alperes [=magyar allam] jogi
allaspontjat, miszerint a szamjegyzékbe vett perbeli értékpapirban kulfoldi pénznemben
meghatarozott kdvetelés a szamjegyzékbe vétellel pengdkdveteléssé alakult at €s emiatt

értékét vesztette.”

[...] ,a pénziigyminiszter [...] arrdl rendelkezett, hogy az egyes lejart kovetelések
pengl ellenértékét az esedékesség napjan érvényes hivatalos devizaarfolyamon kell

megallapitani.”

Az 1941-ben kibocsatott hirdetménnyel csupan az dan. lerovo penznem valtozott oly

modon, hogy a svdjci frankot az esedékességkor pengdre valtjak at.”

A lerovo pénznemben valo fizetés lehetetlenné valasa azonban nem tette lehetetlenné
és ezaltal nem szintette meg a fennallé tartozasnak a kirovd pénznemben —svajci
frankban- valo kifizetését. A kovetelés tehat svajci frankban fennmaradt, és annak
lejarata folytan koteles azt az allam a belfoldi torvényes fizetGeszkbzben a kotvény

tulajdonoséanak kifizetni.”

,,A Perbeli kovetelés a 13110/1948. Korm. rendelet 2. §-a, illetve 4. §-a szerint -tovabbi

rendelkezésig- birdsagi uton nem volt érvényesithetd. A 86/1987. MT. rendelet folytan
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a fenti kormanyrendelet hatalyat vesztette, igy 1988. januar 1-t61 kezdédéen az igény

érvényesithetové valt.”
My translation:

However, the Supreme Court of Hungary did not share the legal position of the
defendant [= Hungarian state] that the claim embodied in the foreign currency
denominated bond, which was [previously] registered and converted into a pengé claim

upon registration and therefore lost its value.

The Minister of Finance provided [in 1941] that the pengd value of each matured
coupon should be set at the official exchange rate applicable on the due date

With the announcement issued in 1941, only the currency in which the final payment is

carried out has changed from the Swiss franc to the pengd at maturity.

However, the impossibility of payment in the debit currency did not make it impossible
and thus did not eliminate the payment of debt in the original denomination currency,
the Swiss franc. The claim therefore remained in Swiss francs and, due to its maturity,
the [Hungarian] State is obliged to pay it to the holder of the bond in domestic legal unit

of account.

The claim in question was not enforceable due to 13110/1948. Decree of the
Government, in particular according to 2. § and 4. § until further notice. As a result of
86/1987. Decree of the Council of Ministers, the abovementioned Decree of the
Government has lost its force, so that the claim became enforceable from the 1st of

January, 1988 onwards.

953/2003. Verdict of the Supreme Court of Hungary

,»A kotvények, illet6leg az ideiglenes kotelezveny a felperes birtokaban voltak, ezeket a
kibocsato a felperes részére kiadta, igy a jogvita targya nem lehet a kotvényekkel

kapcsolatos tulajdoni igény.”

[...] ,az a koriilmény, hogy a kovetelés érvényesithetdségérdl a jogszabaly ismeretének
hianyaban nem volt tudomasa [a felperesnek], illetéleg, hogy e vonatkozasban a perben

nem all6 pénzintézeti kdzponttdl, valamint az I. r. alperest [magyar allam] képviseld
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Pénziigyminisztériumt6l olyan értelmii tdjékoztatast kapott, hogy a kovetelés

érvényesitésére nincs mod, menthet6 oknak nem tekinthetd.”
My translation:

The bonds along with the temporary receipt were in the possession of the plaintiff, as
they were delivered by the issuer to the plaintiff, so the subject matter of the dispute
cannot be an ownership claim related to the bonds.

The fact that the plaintiff was not aware of the enforceability of the claim in the absence
of knowledge of the law, cannot be considered an excusable reason. Similarly, it is not
an excusable reason either, that the plaintiff received such information, that it is not
possible to enforce the claim from one hand from the Financial Institution Cernter not
involved in this proceeding, on the other hand from the Ministry of Finance
representing the defendant [Hungarian state].

2013. évi V. térvény [=V. Act of Parliament in 2013]

5:35. §.: ,,A tulajdoni igények nem éviilnek el.”

6:22. 8 (1).: ,,Ha e torvény eltéréen nem rendelkezik, a kdvetelések 6t év alatt éviilnek

e|.7’
6:22. 8 (2).: ,,Az elévilés akkor kezdddik, amikor a kovetelés esedékesse valik.”

6:23. 8§ (1).: ,Ha e torvény eltéréen nem rendelkezik, az eléviilt kovetelést birdsagi

eljarasban nem lehet érvényesiteni.” [...]

6:24. § (1).: ,,Ha a kovetelést a jogosult mentheté okbol nem tudja érvényesiteni, az

eléviilés nyugszik.”

6:24. 8 (2).: ,,Ha az eléviilés nyugszik, az akadaly megsziinésétél szamitott egyéves [...]
hataridon beliil a kovetelés akkor is érvényesithetd, ha az eléviilési id6 mar eltelt, vagy

abbol egy évnél [...] kevesebb van hatra.”

6:24. 8 (3).: ,,A fokovetelés eléviilésével az attol fliggd mellékkovetelések is eléviilnek.

A mellékkovetelések eléviilése a fokovetelés eléviillését nem érinti.”
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My translation:
5:35. 8.: Property claims do not expire.

6:22. § (1).: Unless otherwise provided by this Act, claims shall lapse (expire) within
five years.

6:22. § (2).: The limitation (expiry) period begins when a claim becomes due (matures).

6:23. § (1).: Unless otherwise provided by this Act, an expired claim may not be
enforced in court proceedings.

6:23. § (3).: As the principal claim expires, the ancillary claims that depend on it also
become statute-barred. The limitation period (expiry) for ancillary claims independent
of the principal claim does not affect the principal claim.

6:24. § (1).: If the claim cannot be enforced by the claimant for an excusable reason, the

limitation period is suspended.

6:24. 8§ (2).: If the limitation period is suspended, the claim may be enforced within one
year of the cessation of the obstacle even if the limitation period has expired or is less

than one year left.

6:24. 8§ (3).: As the principal claim expires, the ancillary receivables that depend on it
also expire. The limitation period for ancillary claims does not affect the limitation

period for the principal claim.
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Hungarian literature

Mihalyi Péter, MTA: Rendszervaltas és elitcsere 1945. utan, 2018. 25. oldal [=Péter

Mihalyi, Hungarian Academy of Sciences: Change of regime and elite after 1945,
2018 page 25.]

Az allampart [...] 1949. szeptember 7-én rendelte el, hogy valamennyi magyar
tulajdonban 1évé értékpapirt letétbe kell helyezni a Pénzintézeti Kézpontban. Ez meg is
tortént, de a letétbe helyezett papirok tényleges allamositdsara nem kerilt sor.
Els6sorban azért nem, hogy ily moddon lehessen megkeriilni a tulajdonosok

kartalanitasat.”
My translation:

On 7 September, 1949, the state party [=the Hungarian communists] ordered that all
Hungarian-owned securities should be deposited in the Financial Institutions Center.
This has happened, but no actual nationalization of the deposited securities has taken
place. The reason for this was primarily to circumvent the compensation of the owners

in this way.

Hungarian parliamentary documents

A nemzetgyiilés 540. iilése 1926. évi aprilis ho 28-an. szerdan (jegvzokonvyv, 72-74.
oldalak) [=540th session of the National Assembly held on Wednesday, April 28,
1926 (protocol page 72-74.)

Strausz Istvan (képviseld): ,,[...] Az allamadossagoknal azt latjuk, hogy tobb mint 60%-
kal csokkentek az addssagterhek. [...] Mindenki tudja, hogy ez honnan ered. Onnan,
hogy a magyar allampolgarok kezében lévd allamadossagi kotvények utan fizetik a

kamatot papirkoronaban: ugyanis sem a haboru el6tti, sem a haboru alatti addssagot
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nem valorizaltak. [...] Azt mondja a pénziigyi kormany, hogy nem valorizal. Epen ezért
részletesebben kivanok ezzel a kérdéssel foglalkozni. [Déhr Imre (képviseld)
kozbekiabal: Az allam nem birja el ezt a terhet!] [...] Kérdem, hogy amikor a kiilfold
képviseldi azt mondottak, hogy mi a kiilfoldi kézben 1év6, a magyar kotvények utan
valorizaciot kivanunk, [...] hogyan torténhetett meg az, hogy [...] nem alliottak szembe
azt, hogy nekiink is valorizalnunk kell a magyar &llam polgéarainak javara. Addssagunk
tehat nem annyi, mint amennyit vél a bizottsag nekiink hagyni és Trianon valorizalt a mi
terhiinkre. [...] Azt mondja Déhr képviseld Ur, hogy nem lehet valorizalni, mert nincs

fedezet. [...] Ki felelos ezért?”
My translation:

Istvan Strausz (member of the parliament): In the case of public debt, we see a reduction
of more than 60%. Everyone knows where this comes from. From the fact that the
interest on the government bonds held by Hungarian citizens is paid in paper crowns.
Neither pre-war nor post-war debt was valorized [=revalued]. The government says it
has no intention of valorizing. That is the reason why | want to address this issue in
more detail. [Imre Déhr (member of the parliament) shouts: The state cannot bear this
expense!] | would like to ask how is it possible, that the representatives of foreign
countries said that we want valorisation for the Hungarian bonds held by foreigners, but
they at the same time disregarded the fact, that we should also valorize for the benefit of
the citizens of the Hungarian state. So our debt is not as much as the commission
[=Reparation Commission] thinks it should be left to us and Trianon has valorized for
our disadvantage. Mr Déhr says that there is no room for valorisation due to the lack of

financial cover. Who is responsible for this?

Az orszagovilés fels6hazanak 29. iilése 1928. évi marcius ho 21-én, szerdan

(jegvzokonyv 164-175. oldalak) [=29th session of the Upper House of Parliament
held on Wednesday, March 21, 1928 (protocol page 164-175.)]

Baro Szterényi Jozsef (képviseld): ,[...] Teleszki Janos tegnap emlitette azt az
igazsagtalansagot, amelyet a jovatételi-bizottsag Magyarorszaggal szemben ezeknek az
adossagoknak felosztasa alkalmaval elkovetett. Igen, a felosztasi kulcs, amely a mai

Magyarorszagra é€s az utddallamokra vonatkozik, ugy allapittatott meg, hogy a mai
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Magyarorszagra 45.733%-a jutott ezeknek az allamaddssadgoknak, 13.033%-kal t6bb,
mint ami teriletileg minket érhetett volna és 4.133%-kal tobb, mint ami a mi
megmaradt népességinknél fogva rednk jutott volna. [...] Igen &m, a kulféldnek
valorizal a kormany, de itthon megtagadja a kotelezettségek teljesitését. [...] A
békeszerz6dés mindazt a fizetést, amelyet idegen értékben vagy aranyban fizettetni

akart, expressis verbis megallapitotta.”

Pap Jozsef (képviseld): ,,[...] Arra az allaspontra helyezkedett a m. kir. Kuria, hogy az
adds csak akkor teljesitheti igazan és valoban kotelezettsegét, hogy ha de facto annyit
fizet, mint amennyit de facto annak idején kapott. Aki aranyat kapott, arany értéket vett
fel, az nem tesz eleget fizetési kotelezettségenek azaltal, hogy rossz papirkoronaval
fizet. A nagyméltosagu m. kir. Kuria egy hatdrozatdban nagyszeriien fejtette ki, hogy
tulajdonképpen mi is a valorizacio célja, mi a valorizéacié alapja és mi az oka annak,
hogy valorizalni kell. Azt mondja az 5637/925. szamu hatarozataban, hogy a
valorizacionak nincs méas alapja, mint a pénz leromlasa, nincs méas célja, mint a
megfeleld érték kiegyenlitése, mert akkor, amikor a felperes valorizalva koveteli a neki
jard 0sszeget, csak azt koveteli, ami neki jar, és nem kovetel tobbet. [...] Nincs tehat
semmi jogalap, amely mellett ki lehetne venni a valorizaland6o kovetelések kozil az
allamnak a tartozasait. [...] ha szemiigyre veszem, hogy milyen célra adatott a
hadikdlcson, milyen korilmények kozott adatott és hogyan igérték a hadikdlcsondk
visszafizetését. Végszikségben fordult az allam polgaraihoz és a haborura utalassal
kérte, jaruljanak hozza a koltségek fedezéséhez. Ez kérelem alakjdban nem ment olyan
siman ¢és egyszeriien. Itt a rabeszélésnek és presszionak egész sorozataval talalkoztunk.
Ha valaki hadikdlcsont jegyzett, azt hazafiui ténynek mindsitették, aki pedig nem

jegyzett, holott jegyezhetett volna, azt kozmegvetésnek tették ki.”

Grof Hadik Janos (képviseld): ,,[...] Hogy ez nem vezet katasztrofara, azt latjuk az
osztrak és a cseh példan. Ott ma nincs sz6 hadikdlcsdondk valorizaciéjarél. Miért? Mert
abban az id6ében, amikor még lehetett, ott azokat dsszevasaroltak, megengedték, hogy
adoba befizessek. — Nalunk is részben ezt megengedték, de ez nem volt elegendd, hogy
a bajt elharitsa. — Ott elharitottak azt a veszedelmet, hogy kés6bb mindenki a teljes
értékben valo valorizaciot kdvetelje, amire az allam azutan kénytelen kijelenteni, hogy

az lehetetlen.”
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My translation:

baron Jozsef Szterényi (member of the parliament): Janos Teleszki mentioned yesterday
the injustice that the Reparation Commition had committed against Hungary in
allocating these debts. The portions, which applies to today's Hungary as well as the
successor states, imposed 45.733% of these public debts on today's Hungary, 13.033%
more than it could have been territorially and 4.133% more than which could have been
given to us based on our remaining population. Yes, the government valorizes for
bondholders from abroad, but it refuses to fulfill its obligations regarding domestic
bondholders. The peace treaty [=Peace Treaty of Trianon] stated expressis verbis all the

expenses it wanted us to pay in foreign value or gold.

Jozsef Pap (member of the parliament): The Hungarian Royal Kuria [=Supreme Court
of Hungary] took the position that the debtor could only truly fulfill her obligation if she
paid de facto as much as she had de facto received at the time. Who has received gold,
has taken on the value of gold, will not fulfill her obligation by paying with bad paper
crown. In a verdict, the noble Hungarian Royal Kuria explained in a great way what the
purpose and basis of valorisation are and what is the reason for valorisation. It says in
5637/925. verdict, that there is no basis for valorisation other than the deterioration of
money, there is no purpose other than to equalize the corresponding value, as when the
plaintiff valoriously demands the amount due to her, she demands only what is due to
her and demands no more. Therefore, there is no legal basis for excluding the debts of
the State from the claims to be valorised. 1 will look at the purpose and circumstances
under which the military loan was given and how it was promised to be repaid. The
State turned to its citizens in an emergency and asked for a contribution to cover the
costs with reference to the war. It did not go so smoothly and simply in the form of a
request. Here we encountered a whole series of persuasion and repression. If someone
subscribed a war bond, it was classified as a patriotic fact, and someone who did not,

even though they could have done so, was exposed to public contempt.

count Janos Hadik (member of the parliament): This does not lead to disaster as it is
demonstrated by the Austrian and Czech examples. There is no question today about the
valorisation of military loans. Why? Because at the time they could, they [=war bonds

originating from Austria-Hungary] were bought back, additionally, [citizens] were
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allowed to pay taxes [by submitting these bonds] - In Hungary too, this was partly
allowed, but it was not enough to avoid the trouble.- There, they averted the danger that
later everyone would demand valorisation in full, for which the state is then forced to
declare it is impossible.

Az orszagqyiilés képviselohazanak 291. iilése 1929. majus 13-4n, hétfén

(jesyzokonyv 201. oldal) [=291st session of the House of Representatives held on
Monday, May 13, 1929 (protocol page 201.)]

Pakots Jozsef (képviseld): ,,[...] Van azonban t. képviselotarsaim, még egy Trianon. A
masik Trianon az, amelyet elkdvetett ez a kormany a tarsadalom egy részével, amikor a
valorizacio kérdeset nem fogta fel komolyan és amikor egész nagy nemzeti vagyont
semmisitett meg. Azzal, hogy a hadikdlcsonkotvénytulajdonosok [...] vagyona
elveszett, amikor az aranyjaradékokban [...] fekvé vagyonok elpusztultak azért, mert a
kormany a valorizaci6 eldl kitért, voltaképpen a nemzeti vagyonnak koriilbeliil
egyharmadat pusztitotta el és dolgos életeknek nehéz, keserves munkaval felépitett
eredményeit semmisitette meg a kormany. [...] Hidba helyezkednek arra az allaspontra,
hogy ma egy valorizacid megrenditené az allamhaztartas egyensulyat, mert ebben

nincsen dszintes€g és nincsen igazsag.”
My translation:

Jozsef Pakots (member of the parliament): However, respected fellow Members, there is
another Trianon. The other Trianon is what this government did to a portion of society,
when it did not take the issue of valorization seriously and when it destroyed a
considerable amount of national wealth. With the loss of the wealth of war bond
holders, when the assets in gold annuities were destroyed just because the government
evaded valorisation, it was in fact destroying about one third of the national wealth and
destroying the result of hardly-earned, bitter work. It is pointless to take the view that a
valorisation would upset the balance of public finances today, because there is no

honesty let alone truth in that.
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Az orszagovilés képviselohdazanak 393. iilése 1930. évi majus ho 16-an, pénteken

(jegvzokonyv 98. oldal) [=The 393rd session of the House of Representatives held
on Friday, May 16, 1930 (protocol page 98.)]

Baracs Marcell (képviseld): ,,[...] Mar masok is ramutattak arra, hogy itt van [...] a
trianoni szerzddésben vallalt az a kotelezettségiink, mely a haboru eldtti addssagok

100%-0s megfizetésére vonatkozik.”
My translation:

Marcell Baracs (member of the parliament): Others have already pointed out that here is
our commitment in the Treaty of Trianon to pay 100% of our pre-war debts.
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