


Afterword

Why a German Trauma?

Of course, it was economic depression, not inflation, that finally brought Hitler to the Reich Chancellery, on 30 January 1933. But then he did not care which horse of the apocalypse he rode to power. Hyperinflation in the early 1920s had nurtured the seed of Nazism. A decade later, depression – accompanied by what might be called hyperausterity – brought the toxic plant into fruit.

Specifically a German trauma, though? Why is this? After all, the German inflation of 1914 to 1923 – it was a much slower, and more toxic, process than most people think – was not the only example of this phenomenon. For instance, after the First World War, Austria, Hungary, Russia and Poland suffered from hyperinflation. In fact, Hungary underwent the experience once more after the Second World War, on an even worse scale. As did Greece. France and Italy at various points suffered from severe to hyperinflation, too, but none of these countries seems to have been permanently scarred by the experience in the same way.

 Almost every German after 1918 experienced the humiliation of defeat. Most suffered in some way, often severely, from the results of that defeat – shortages, political instability, rises in prices. A great country fell from a great height, and it is to that extent hardly surprising that the pain was all the more severe. But does this explain the lasting, almost obsessive memory of ruin that has persisted there ever since?

 It was peculiar to Germany that the country’s extensive and exceptionally privileged educated middle class, the Bildungsbürgertum – higher civil servants, academics and teachers, Protestant clergy, lawyers, doctors – suffered, arguably, most comprehensively. This was a class that had bought large numbers of war bonds, whose value had started to fall even before the end of the war. In the years following 1918 the return from these would dwindle to nothing. Professional salaries and fees had also started a steep decline during the war, a fact that had caused bitter complaint even while the Kaiser was still on the throne. 

With socialists in power after 1918, the wages and welfare of ordinary workers, manual and junior white-collar alike, were far more important to the republican government. The incomes of the pre-war elite, which had already declined relative to that of the average German worker, did not increase sufficiently to keep up the standard of living such men and their families had been used to. The private wealth, based on property, savings and fixed-income investments, which had cascaded down the generations, suddenly all but evaporated. Their sons could not afford to study as their fathers and grandfathers had. 

Crucially, it was not just a question of money. The prestige of the class to which most of these students belonged, since the eighteenth century closely associated with its services to the German monarchical states, also took a tumble. After 1918, with the glamour and power of monarchy no longer a decisive factor in Germany, even the social status of this class seemed doomed. 

The Bildungsbürgertum felt humiliation arising from defeat in the war – it had always been keenly patriotic – political alienation from a republican system that seemed bent on denying its values and handing the country over to the ignorant proletariat – and, to cap it all, it was experiencing financial ruin, which it could blame on the inflationary financial policies of the republican government. No wonder the educated middle class decamped, in its overwhelming majority, to the nationalist right. 

A cartoon in the satirical magazine Simplicissimus showed a threadbare member of the educated middle class begging a little soup from a gang of well-fed workers. It was a shameless exaggeration – many workers were also suffering from the ills of the country after 1918, and had less to fall back on than the Bildungsbürgertum – but there was enough truth in it to help explain the terrible divide that opened up in Germany during the early years of the Weimar Republic. The Herr Professor forced to beg. The self-description of the educated class as the ‘new proletariat’ or the ‘new poor’ became widespread at this time. 

So, who did well out of the inflation in Germany? Creditors lost almost everything. By contrast, everyone, broadly speaking, who owed money, had their debt liquidated by inflation. And there were the profiteers and speculators, obviously. People who worked in banks – an area of business that mushroomed during the inflation. Investors in stocks and shares – unlike fixed investments, these increased in price along with inflation and over the years in many cases provided an excellent return. Farmers, who could pay off their mortgages and other debts, and who – especially if they were prepared to sell on the black market to middlemen and desperate town-dwellers – could charge high prices for their produce. And the industrialists such as Hugo Stinnes, who could borrow money from the Reichsbank at low interest, and pay it back in depreciated marks. They could also sell in export markets and use the foreign exchange from the sales to buy up businesses, properties and other material assets inside Germany. This is how Stinnes, by the time of his death, came to own or part-own a large shipping line, many hotels, newspapers, engineering, timber and pulp, and other enterprises, reckoned to have reached about 4,500 in total, as well as the mining and steel businesses where he had first made his fortune before the First World War. He was not alone in this, merely the best-known of the ‘robber barons’ of the inflation.

Even the workers did not, in most cases, suffer a steep fall in their standard of living until the runaway hyperinflation brought complete economic chaos from the spring of 1923 onwards, ended only by the currency reform in November 1923. 

The hyperinflation ended in the winter of 1923–4 because the situation became so destructive and chaotic that even those (quite large) sections of the population that had coped with and even done well out of inflation almost until its end realised that things had gone too far. Even if the end of the inflation brought slump and unemployment – which it did for a while – by the autumn of 1923 its end was a national necessity.

As John Maynard Keynes had warned three years earlier, inflation was a means for governments to ‘confiscate . . . an important part of the wealth of their citizens’.



The German educated middle classes certainly thought so, and with good reason. And what the Bildungsbürgertum felt and thought was, above all, extremely important in the formation of public opinion. It taught, it wrote, and even in the changed circumstances after 1918 it knew how to publicise its grievances. The collective memory of this group within German society was – perhaps remains, nine decades later – suffused not just with a sense of economic loss but also of stark social decline. Add into this mix a profound, almost existential bitterness, arising not just out of military defeat and revolution, but of being made to pay the price of a war for which they and most Germans – with some reason – never acknowledged sole responsibility. The resulting historical echo resonates beyond mere economics or even politics. As already noted, other countries have suffered from inflation, some equal to Germany’s and some even worse, but it does not seem to have affected their national psyches to the same extent. 

It seems, in the case of Germany, that this is in good part because a relatively small but once extraordinarily privileged social group, the Bildungsbürgertum, lost more than anyone else, as a result both of inflation and the lost war. This group also suffered from the demise of the elaborate network of monarchical privilege, spread over many localised power centres, that had been a particular feature of pre-1914 Germany, and in which the Bildungsbürgertum, as a kind of intellectual seneschal class, had played a key supporting role. Its children (and grandchildren) might not have matched the previous generations’ exalted status and financial security, but because of their continuing inheritance of education, of pride and self-confidence, they turned out to be a great opinion-forming force during the next three-quarters of a century. Every educated family in Germany seemed (and even now seems still) to have a story of how the inflation had caused drastic forfeiture of status and wealth. 

The fall of the Bildungsbürgertum, when it occurred, took place from a great height. It went from a position of unchallenged privilege within continental Europe’s most powerful country to become, in practical terms, just one group competing in a modern political and economic marketplace for which it felt little else but contempt and loathing.

It was, of course, the sons of this class who provided the shock troops of the anti-Republican movement, acting as assassins and terrorists for the far right and its shadowy armed wing, represented by groups such as Organisation Consul. The conspiracy to murder Weimar’s brightest and finest, Walter Rathenau, exemplified this principle. Interestingly, Erich von Salomon, after serving his five-year sentence for involvement in the Rathenau plot, became a well-known writer. His novel-cum-memoir Der Fragebogen (The Questionnaire), written after the Second World War as a critical response to the Allied denazification campaign, included something of an apologia for why young men of his cultivated background and intelligence became enemies of German democracy. The inflation, Versailles, national humiliation. It was all in there. After its publication in 1951, the book became a major bestseller of its time, exercising a profound influence on opinion in the new Federal Republic of West Germany and elsewhere in the world.

Thus, the Weimar-era Bildungsbürgertum passed an understandable and seemingly indelible sense of loss, grievance and injustice on to new generations. This phenomenon played an important, perhaps crucial, part in transforming the experience of the inflation, which had been a harsh but more or less bearable experience for many, even most, Germans – one shared by the populations of many other countries during the twentieth century – into a unique consensus of universal national catastrophe. This consensus still haunts the nation’s collective memory and constitutes a decisive influence on German government policy, even in the twenty-first century.



To drive home the point about the fragility of money as a store of value, Germany was forced, after the Second World War, to experience a second dose of drastic devaluation. This time, it was one administered from outside. 

For four and a half years, following the horribly drawn-out defeat of Hitler’s regime, the country had no central government of its own. During the period after the First World War, Germany, though vanquished, had kept its own sovereign central administration, exercising a freedom of choice, regarding her political and economic options, which was hindered only by the disarmament and reparations clauses of the Versailles Treaty. After 1945, by contrast, the Reich was divided into four zones, each under direct military rule of the victorious Allies. Initially only the tiniest administrative units remained in the hands of Germans. All of the other main state powers were reserved for the foreign soldiers and for administrators appointed by the occupying countries.

This second bout of devaluation, following the demise of the Third Reich, all but rendered the currency worthless. The prized ‘material assets’ that in this instance formed the basis of the post-war economy consisted of cigarettes, black-market agricultural produce and illegally traded ration items originating from the occupying forces. In the end, as in 1923, a new currency had to be introduced in order to re-establish some universally acceptable expression of value. 

As was the case when the Rentenmark came into being, the birth of the Deutschmark in June 1948 (confined at the time to the western zones of occupied Germany) permitted the release of large amounts of produce of all kinds that had been hoarded in anticipation of a reliable means of exchange. The Reichsmark, successfully established in 1924, had later been subjected to secret debasement by the Nazis, especially during the Second World War, when its fate resembled that of the old goldmark between 1914 and 1918. By the final stage of the Hitler regime’s death struggle, in 1944–5, it had been thoroughly devalued. Once Germany had been defeated, and her central government ceased to exist, the Reichsmark became all but worthless. 

Weimar Finance Minister, and later Chancellor, Hans Luther had spoken at the height of the hyperinflation in 1923 of Germany ‘starving with full barns’ (bei vollen Scheuern verhungern), and the same was true in late spring of 1948, just before the new Deutschmark was launched. ‘Material assets’ – valuables, food, above all, cigarettes – were the key to survival, and the black market ruled. And as in 1923–4, during 1948–9, goods and services that had for years been impossible to purchase with money quickly became available once more upon presentation of the new, valorised currency.

Thus, those who had suffered in the 1920s inflation suffered again, and young Germans of the 1940s generation also gained a taste of what it meant for money to be worthless. The suffering of German civilians was, moreover, increased by the fact that drastic food shortages, exacerbated by punitive policies on the part of the victorious powers (especially the so-called ‘Morgenthau Plan’), caused widespread malnutrition and even starvation. Added to this, whereas in 1918 Germany’s towns had remained undamaged, by 1945 massive Anglo-American air raids had destroyed vast swathes of housing, industrial plant and infrastructure of all kinds, as well as laying waste on a horrendous scale the country’s rich architectural and cultural heritage. It was widely perceived that national reconstruction would take decades to achieve. 

Nevertheless, although in many ways the plight of the German people in the years after 1945 would have appeared much worse than that of the previous generation, this proved not to be the case. Five years after the Second World War, in 1950, Germans found themselves in a far more stable, improving and generally hopeful situation than they had at the equivalent stage following the First War. In precisely that year, 1923, the Ruhr had been occupied, the hyperinflation had just reached its height, unemployment was rocketing, the economy trembled on the point of collapse and coups and uprisings were still part of the everyday political picture. 

Nothing of that sort applied to Germany a few years after the end of Hitler’s war. The country was divided by the Iron Curtain, and there was much political pain. All the same, during the 1950s, with a stable West German currency, and a world market rapidly recovering from war, the international demand for the high-quality capital goods, machinery and machine tools and consumer electricals – the German specialities – seemed inexhaustible. The export-led West German ‘economic miracle’, which lasted with only minor hiccups well into the 1990s, led to something like permanent full employment. Remarkably, capitalist economic vigour was combined with a welfare system and a social safety net that became the envy of the world, and certainly far beyond the dreams of even the most optimistic German politician during the 1920s. 

Moreover, none of this was achieved on the back of inflation, let alone hyperinflation. In fact, the German government, under the watchful eye of the all-powerful Bundesbank (Federal Bank) – part of whose formal remit became precisely the prevention of inflation – pursued, and continues to pursue, strict deflationary policies. An industrious, skilled workforce has been prepared to make sacrifices where necessary to ensure that Germany remained ‘export world champion’, as the saying went, and that relatively low unemployment continued to be the modern German norm. Even the vast expense of absorbing and modernising the decrepit Communist German Democratic Republic, following the collapse of the Iron Curtain, appeared manageable. Germany from the 1950s onwards came to be seen as the ‘gentle giant’ of Europe, eager to prosper peacefully and to abjure any suspicion of domination. The country entered her seventh post-war decade solvent and quietly powerful.

What could possibly go wrong?



The First World War was, above all, a human tragedy. It cost many millions of dead, disabled, widowed and orphaned. Ancient monarchies were toppled, states that had existed for centuries were suddenly consigned to history. It was, however – and perhaps more lastingly – a socio-economic catastrophe, with the violent, unhappy Germany of the hyperinflationary years as its ominous exemplar.

The situation after 1918 was that almost all the major powers, hitherto (apart from Russia, the eternal exception) prosperous members of a global community based on free trading and free movement of human beings, owed money. Cripplingly enormous sums of money. France, Britain, Belgium and Italy’s external debts were owed mainly to America, while Germany’s were mainly the result of the punitive financial clauses of the Versailles Treaty (her huge domestic debt was, as we have witnessed, a different matter).

Looked at in this way – that is, without the moral question of whether reparations were right or wrong – the situation in the early 1920s was of a debt merry-go-round. America, playing the role of ‘Uncle Shylock’, refused to forgive the debts of its erstwhile allies, insisting that normal commercial terms, and the rigours of the financial market place, be applied. As we have seen, in good part because of this refusal, the other victorious countries – especially the French, who owed the most – were therefore unwilling to back down on the question of German reparations, no matter how harmful the international situation created by this stubborn insistence. The Americans insisted on their money. The French, their stance further stiffened by anxieties about a future German national resurgence, in turn insisted on theirs. 

The Germans had signed the Versailles Treaty, admittedly under duress (as one side in a peace treaty generally does), but then, it might be said, resorted to systematic inflationary behaviour as the only way of avoiding a commitment whose legitimacy, deep down, they could not acknowledge. However, if the Germans were in many ways right to hate Versailles, the French were also right to take the view that Germany was deliberately making herself incapable of paying reparations. And so it went on, until the Ruhr invasion in January 1923 transported the whole situation into the realms of madness. 

In the end, no one really got their money, not even the Americans. Germany used the American loans it received under the 1924 Dawes Plan to pay reparations to the French and the British, who in turn used the money to service their own debts to the USA. Then, during the Great Depression, all the major powers, including Germany, France and Britain, effectively defaulted on what they owed to America, and into the bargain the Germans defaulted on reparations. In the meantime, of course, immeasurable political, social and economic damage had been done, and a toxic inheritance stored up for the brutal edification of the next generation.

When defeat was visited on Germany once more in 1945, initially the victors’ urge for revenge seemed even stronger than it had in 1919. The miracle, however, was that, for both negative reasons (fear of losing Germany to Communism) and of positive insight (the realisation that America could not pull out and leave Europe to its devices, as it had after the First World War), America remained as guarantor of stability and financier of European reconstruction – including energetic support for the second German democracy, founded in the three Western-occupied zones in 1949. 

Though compensation was imposed, the new post-Hitler Germany was not, in the final analysis, burdened with crippling reparations as she had been a generation earlier. In fact, under the Marshall Plan she received generous aid. Economic and political collaboration with France, Italy and the Low Countries began as early as 1952 with the European Iron and Steel Community, leading in 1957 to the establishment of the European Economic Community, which would later become the European Union.

Germany actually still owed a considerable amount, including money from the First World War, in fact. Or, rather, she owed the debt to America that had been incurred under the Dawes Plan (1924) and later the Young Plan (1929), in order to pay off what was left of the reparations bill. However, under an international debt agreement signed in London in February 1953, following tortuous negotiations, Germany was forgiven half her pre-war and immediate post-war debts, while the rest was restructured to ensure that the recovering second German Republic would not suffer as her Weimar predecessor had done. The West needed a prosperous, peaceful Germany (though not so peaceful that she could not fulfil a useful industrial and military role in NATO). Much, including the arrears of interest on the money borrowed in the 1920s from America, would become payable only after German reunification, at that point a rather remote prospect.

So it was that over the next half-century, West Germany (as it was until formal reunification in 1990) punctiliously repaid up to $100 billion in total reparations and reparations-related debt (including many billions to Israel and to individual Jewish victims of the Holocaust).1 When the two post-war Germanys finally became one, the remaining arrears that thus became due under the London agreement were turned into bonds that matured on 3 October 2010, the twentieth anniversary (not coincidentally) of the country’s formal reunification. Newspaper articles across the world celebrated the ‘final end of German reparations’.



With the 2010 settlement, Germany finally repaid its obligations from more than ninety years earlier. The Cold War was over. Trade was booming. Having passed through the reunification crisis and reformed her labour market, she had retained her position as a peaceful, prosperous country in a peaceful Europe. A book written, say, five years ago, would have had only a happy ending to relate. Unfortunately, at the time of writing (April 2013), Germany finds itself widely hated and resented in the very Europe she played such a determined role in creating. At the root of the problem is, once more, a currency in difficulties. 

Germany gave up her own currency on the first day of 1999, but not because it was unstable or unreliable. On the contrary. The Deutschmark was generally admired as among the very hardest of hard currencies. The transition from the mark, controlled by the monetary martinets of the Bundesbank, to the euro, was at base a result of increased national strength, not weakness. The project of a single European currency had been a French pet, and the story goes that President Mitterrand of France, made nervous by the prospect of an overmighty Germany, extracted as his price for approving German reunification in 1990 German commitment to a new level of economic and financial integration in Europe, including the adoption of a common currency – something which had been often discussed, but which would almost certainly never have occurred so quickly without the changes of attitude that followed reunification.2 

In effect, the acceleration of monetary union was yet another stage in the apparently endless French struggle to limit, by force or persuasion, the ability of its powerful eastern neighbour to damage the interests of la Grande Nation. No war, no Ruhr occupation, no crippling reparations bill to keep Germany tame, but instead ever more internationalisation of the German state and economy within a European context. The common currency made obvious sense in terms of ease of trade and general convenience, but it was also a political construct. Many Germans saw membership of the euro (and the abandonment of their precious mark) as yet another sacrifice for the sake of a peaceful continent.

All nonetheless seemed to work fairly well, despite doubts about some of the other members of the monetary union, particularly those on the Mediterranean periphery. The European Central Bank looked much more like the Bundesbank than originally planned – the German Chancellor, Helmut Kohl, had managed to gain a few concessions on the way to the euro’s launch – but the economies, and fiscal and financial arrangements, of the seventeen countries that eventually made up the euro bloc could not have been more different. In the case of Greece, especially, it was clear that the criteria for membership (a manageable national deficit, and a minimum level of financial probity) had been stretched to their limit and beyond, again for political reasons. Suddenly countries that had traditionally experienced problems borrowing on the international markets on affordable terms could borrow at much lower rates. Roughly the same rates, in fact, as if they were Germans. But without the discipline.

The banking crisis that first made itself felt in 2007 may have had its origins in runaway American debt, but in Europe, as the financial tide went out, the underpinnings of much of the continent’s banking and investment system were shown to be equally, perhaps even more, unstable than those of Bear Sterns, Lehmann Brothers, Freddie Mac and Fanny Mae. German banks lost money as a result. Although restricted in their domestic market by laws designed to prevent the kind of ‘casino banking’ that had been the downfall of banks in America, Britain and elsewhere, German financial institutions had eagerly joined in the lending spree going on outside Germany’s borders. Thus when the Spanish and Irish real estate booms, and the Greek government’s heedless spending on an extraordinarily generous welfare system and a bloated public sector, hit the buffers, German bankers were threatened with huge losses in the same way as their French and Italian colleagues. 

The so-called ‘bail-outs’ that followed were often described as ‘saving’ the countries involved. In reality, they mostly saved the foreign financial institutions that had lent the money, including German banks. This was a fact not lost on populations who were now expected to pay higher taxes, tolerate reduced welfare benefits and wages, and to suffer increased unemployment, in order to pay back the money their governments had unwisely borrowed. In Greece, it became a political cliché to show German Chancellor Angela Merkel as a Nazi oppressor, often kitted out in an SS uniform. There were mutterings about demanding proper reparations for the money and resources the Germans had stolen from Greece during the Second World War. In debtor countries, commentators darkly contrasted German rigour with the ‘soft’ treatment of Germany after the Second World War, which had made possible her dramatic recovery. 

To most Germans, however, it was just a matter of hard-learned prudence. In the 1920s, Germany too had maintained a bloated public sector, partly as an employment-creation scheme (the German railways at that time, like the Greek railways in the twenty-first century, were a notorious money pit), had introduced the eight-hour day, thus undermining badly needed productivity, had failed to collect taxes fairly or efficiently, and had attempted to maintain a welfare system that she could not actually afford. The fate of the Weimar system had taught Germans many hard lessons, and a key`one had been that financial stability was vitally important. From Heinrich Brüning at the beginning of the Great Depression to Angela Merkel eighty years later during what has been dubbed ‘the Great Recession’, Germany’s politicians (with the great exception, in this and almost all else, of Hitler) had kept the purse strings tight, no matter the short-term political cost. 

When the mighty cost of integrating the so-called ‘new provinces’ (neue Bundesländer) of East Germany after 1990 had threatened to destroy the post-war ‘economic miracle’, the country had reluctantly submitted to heavy extra taxes, plus extensive labour market and welfare reforms. The experience was painful. However, if practical results are any guide, these sacrifices successfully relaunched Germany as ‘export world champion’. Those countries that had thrown away the genuine development opportunities presented by the euro system, and instead awarded themselves inflated welfare benefits and real estate profits, would now also have to suffer pain in order to achieve gain, as Germany had during the period around the turn of the millennium.

Systemic and ingrained social problems apart, the problem for the eurozone countries that have been forced to accept ‘bail-out’ loans on what seem like draconian terms is that, unlike Germany, they do not have broad-based economies. The latest, Cyprus, for instance, developed an identity, in the last decades of the twentieth century, as a tax haven, especially favoured by Russian businessmen. Like British author Somerset Maugham’s pre-war French Riviera, Cyprus became a ‘sunny place for shady people’. 

Formerly a British colony, Cyprus had remained a British military base, with, back in the 1970s, agriculture and tourism as its other main earners. Now its burgeoning financial sector became the basis of the island’s prosperity, leaving its economy increasingly dependent on a banking monoculture. This remained the case even after it joined the euro at the beginning of 2008. As a result, when it came to paying back the 2013 ‘bail-out’ loan, Cyprus’s creditors considered that only the island’s banking sector could provide the funds. Hence the bail-out providers’ imposition of a startlingly novel ‘bank deposits tax’ that, ominously, freezes and then guts bank accounts containing deposits of €100,000 or more. Capital and currency controls have been forced on Cyprus, completely against the spirit and letter of the EU’s founding principles – as if such controls had suddenly popped up on the border between, say, Connecticut and the rest of the United States. 

In this context, Germany, as the richest and most populous country in Europe and therefore the main paymaster, is seen – to return to the similarities with the Weimar era – as a kind of combination of merciless financial vigilante, like France bearing down on Germany after Versailles, and ‘Uncle Shylock’, like the American bankers who would not forgive the loans taken out by France, Britain and its other co-combatants in the First World War. Had not the combination of these two factors condemned post-First World War Europe to permanent austerity and a ‘beggar-my-neighbour’ struggle for survival? 

The real problem, arguably, is that, because they (voluntarily) remain within the monetary straitjacket of the eurozone, the modern debtor countries must abide by its rules, of which Germany is the undoubted guardian. Specifically, as a result, they cannot devalue their national currencies. Unlike Germany in the 1920s, they cannot ‘inflate their way out of trouble’, thereby, first, making their economies more competitive and, second (less virtuously), in effect cheating their creditors by repaying them in debased money. 

Of course, as this entire story shows, Weimar Germany may have ‘inflated its way out of trouble’ for a while. The eventual result, however, was to help create another, even worse, kind of trouble - one that manifested itself a decade down the line in the shape of the Nazi dictatorship. This is a fact of which modern Germans are well aware. The spectacle of the Anglo-Saxon countries ‘solving’ the recession by conjuring money up from nowhere to keep the economy going unsettles minds east of the Rhine. London and Washington may call it ‘quantitative easing’, but to those Germans with even the dimmest memory of the early 1920s, the story of the Reichsbank’s printing presses clattering away around the clock to produce million, billion and trillion mark notes, and the chaos that resulted, is irresistibly brought to mind. 

Germans’ awareness of their own history, including the price they paid for the hyperinflation – financial aversion therapy of the most drastic sort – as well as the benefits of financial discipline, which transformed the country after the Second World War, makes it obvious to most Germans that a similar course of action must be pursued by their troubled eurozone friends if they are to lift themselves out of the mire. The problem is that while this attitude may appear to opinion formers in Berlin to reflect simple common sense, to those on the southern European periphery, where the suffering is not decades in the past but very much an urgent thing of the present, it feels much more like arrogant indifference to wasted lives and crushed hopes.

Meanwhile, the communal memory of the hyperinflation lingers in the subliminal regions of the German unconsciousness, occasionally rising into the national awareness at times of crisis. ‘There is anecdotal evidence,’ as the correspondent of the London Observer wrote at the end of March 2013, ‘that some Germans have begun removing their savings from banks, and that others have opened new accounts to spread their savings around and avoid getting caught like Cypriot depositors with more than €100,000. The financial daily Börsen-Zeitung commented that while Germans – still collectively haunted by the currency collapses experienced by their forefathers – were not necessarily planning a run on the bank with their feet, “they are already doing it in their heads”.’3

Clearly, for all Germany’s renewed prosperity, the ninety-year-old national sense of trauma has not yet been fully overcome. The problem for the world may be that Germany’s instinct is correct.



Appendix

Timeline of Key Events




Date and Events
Rate of Mark to US Dollar (monthly av.)





   
1914



August. Germany at War. Mark decoupled from Gold Standard.
4.19


December. First wartime Christmas.
4.50






1915



December. Stalemate on the Western Front.
5.16






1916



December. German advances on the Eastern Front.
5.72






1917



March. First Russian (democratic) revolution.
5.82


October. Second (Bolshevik) Russian revolution.
7.29


December. Germany’s war position strengthens.
5.67






1918



March/April. Treaty of Brest-Litovsk. Massive German territorial and economic gains in the east. German breakthrough on the Western Front.
5.11


August. German advances on the Western Front halted. Retreat begins.
6.10


November. Revolution in Germany. Monarchy overthrown. Armistice signed.
7.4






1919



January. Bolshevik-style Spartacist uprising in Berlin suppressed. Rosa Luxemburg and Karl Liebknecht murdered.
8.20


April. Avant-garde ‘Bauhaus’ art institute founded in Weimar.
12.61


April/May. So-called ‘Bavarian Soviet Republic’ in Munich. After its violent suppression, Munich became a centre of militant right-wing reaction.
12.85


June. Versailles Treaty. Scheidemann resigns as first post-war chancellor and is succeeded by Gustav Bauer.
14.01






1920



March. Unsuccessful right-wing (Kapp) putsch in Berlin causes crisis. Gustav Bauer makes way for Hermann Müller.
83.89


   June. Elections. Parties of the right resurgent. Müller resigns. Fehrenbach Chancellor. The mark temporarily stabilises. Foundation of the Völkischer Beobachter, newspaper of the Munich-based National Socialist German Workers Party (NSDAP = Nazi Party).
39.13






1921



May. Fehrenbach resigns. Parties divided over acceptance of Allied reparations ultimatum. Wirth becomes Chancellor.
62.30


July. 32-year-old Adolf Hitler becomes leader of the Nazi Party, which claims 3,600 members.
76.67


August. Matthias Erzberger, reforming former Finance Minister and signatory of the 1918 armistice, assassinated by ultra-nationalists.
84.31


October. Germany loses most of the key industrial area of Upper Silesia to Poland.
150.20






1922



January/February. Hard-line nationalist cabinet in France under Poincaré takes aggressive line on reparations.
207.82


   March. Release of Friedrich Murnau’s film Nosferatu: A Symphony of Horror, based on Bram Stoker’s Dracula.
284.19


   May. Fritz Lang’s film Dr Mabuse: The Gambler, a paranoid moral fantasy portraying contemporary decadence, fraud and the abuse of money, opens in Berlin and is a huge hit.
290.11


June/July. Crisis follows the murder of Walther Rathenau, German Foreign Minister, by far-right assassins. Emergency Law passed by Reichstag.Germany demands moratorium on cash payments of reparations.
493.22


August. Poincaré demands ‘productive guarantees’ including surrender of state forests and mines in Western Germany to the Allies, plus majority of shares in major German chemicals concerns.
1,134


October. Fall of Lloyd George in the UK. End of Greco-Turkish War. Mussolini seizes power in Italy.



The German government makes illegal the use of foreign currencies as payment within Germany. Inflation accelerates still further.
3,180


November. Growing crisis over German failure to meet reparations demands. Fall of Wirth government. New administration under a non-political businessman, Wilhelm Cuno.Reparations negotiations unsuccessful.Albert Einstein is awarded the Nobel Prize for Physics.
7,183


   December. Berthold Brecht’s first play, Drums in the Night, successfully premieres in Berlin.



Just before Christmas, Germany is declared in default of reparations.
7,589






1923



January. France and Belgium invade and occupy the Ruhr to enforce reparations. The German government proclaims a policy of ‘passive resistance’. Railway workers refuse to handle coal shipments bound for France
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