
MI Research
(Rice, G., 1992: 67, 80)







. - - .... t>.. �· ... � �v,vH y � pvlllH..-d.l dULUllUUl y; rne nearest parallel 1n 
commerce was the BNZ's establishment five years later. There had been 
very limited scope for bankers in the scattered and struggling settlements of 
the 1840s. The first bank to gain a permanent place in New Zealand was 
the Union Bank of Australia (UBA). As official bank to the New Zealand 
Company, it opened its first branch in Wellington in 1840. Private business 
was small and the Union Bank relied greatly on the colonial Government's 
account. The Union Bank was set back in 1847 when Grey, acting under 
instructions from the Colonial Office, established a Colonial Bank oflssue. 
The Bank was a state institution with sole right of note issue, and Grey gave 
it government business. Growing commercial interests were hostile to this 
monopoly, and in 1856 the General Assembly closed the Bank. The way 
was now open for full-scale competition between private banks. 

At the beginning of the 1860s some perceptive Australian bankers saw 
that pastoralism was bound to take off in New Zealand as it had in 
Australia.27 The Bank of New South Wales, which had unrivalled 
experience in financing sheep-runs, set up in New Zealand in 1861. With 
the Bank of New South Wales and the Union Bank poised to dominate the 
colony's banking, it appeared that commercial credit policies would now 
be controlled in Sydney and Melbourne. Yet at the same time Thomas 
Russell, an enterprising - indeed ruthless - young Auckland solicitor, 
was planning to wrest the initiative in New Zealand banking from the 
Australians. Russell rightly calculated that he must give his scheme the 
appearance of a New Zealand union in the face of Australian aggression. As 
an Auckland member of the House of Representatives, he was able to 
exploit the General Assembly (which met in Auckland) in its character as 
a convention of commercial notables. During the 1861 session he 
assembled a private inter-provincial group of members in support of a 
'Bank of New Zealand', to be floated in Auckland. The name itself was a 
manifesto and the Bank's prospectus a call to New Zealand nationalism -
in commerce.28 

A New Zealand Bank Act was quickly passed and the Government's 
account was handed over, though there was some subsequent hard 
bargaining. Promotional tours in southern provinces widened the new 
bank's regional support. By this time the Otago gold-rush was in full swing, 
and attempts were made to grasp the lead in colonial banking for the 
colony's chief commercial centre. But neither the Bank of Otago (1863-
74) nor the Colonial Bank of New Zealand (1874-95) succeeded; both
remained strictly regional banks, and the latter was in deep trouble by 1893.
Russell had made the miss for Dunedin businessmen as good as a mile:
Auckland had gained a colonial as distinct from a provincial advantage. In
the meantime the BNZ had risen to clear supremacy. By 1865 its advances
exceeded those of the Union Bank and the Bank of New South Wales
together. Russell quickly gained recognition as the colony's leading
financier, although his career was to suffer in the late 1880s.
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