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			“But the essential point which most non-Jews overlook and which forms the very crux of the Jewish tragedy, is that those Jews who are giving their energies and brains to the Germans are doing it in their capacities as Germans and are enriching Germany and not Jewry, which they are abandoning.… They must hide their Judaism in order to be allowed to place their brains and abilities at the disposal of the Germans. They are to no little extent responsible for German greatness. The tragedy of it all is that whereas we do not recognize them as Jews Madame Wagner does not recognize them as Germans, and so we stand there as the most exploited and misunderstood of people.”

			— CHAIM WEIZMANN to Lord Balfour,
December 12, 1914                      

			“A non-German cannot possibly imagine the heartbreaking position of the German Jew. German Jew—you must place full emphasis on both words. You must understand them as the final product of a lengthy evolutionary process. His twofold love and his struggle on two fronts drive him close to the brink of despair.”

			—JAKOB WASSERMANN,
My Life as German 
 and Jew                   

			“When refugees meet and exchange stories about their escape from Hitler and their lives abroad, each has a unique story to tell, yet each story is like all the others: a life bravely made over but also a dream lost forever.”

			—PETER GAY,                
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A Historical Portrait  
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		PRELUDE

		The German Jews were a people shipwrecked by history. Arguably the most productive group of Jews in history, they were also, in many ways, the least typical. Few groups have been so admired for their achievements or so maligned for their attitudes. Persecuted by other Germans as too Jewish, they were often scorned by other Jews as too German. Their existence rested on a tenuous illusion of acceptance until the Nazis came along and tore that dream to tatters. People still puzzle over why these bright, industrious people were so blind to a mortal threat to their existence. In frustration, some Jews deny them the dignity of their tragedy.

		This book attempts to clarify the mystery through the epic story of one of the world’s most distinguished Jewish families: the Warburgs. No less than the Rothschilds, they were revered as Jewish royalty. A huge, charming, and gregarious clan with enormous joie de vivre, they may rank as the oldest, continuously active banking family in the world, tracing their ancestry to the sixteenth century. This ancient lineage permits a comprehensive look at Jewish evolution on German soil.

		It is always dangerous to generalize about a clan as diverse and individualistic as the contradictory, opinionated Warburgs. But as a rule, one can say that they exhibited all the enterprise, daring, and philanthropy of the Jewish community in Germany. With their unfailing energy and high spirits, they adored music and literature, light verse and amateur theatricals, elegant parties and outrageous pranks. They financed German industry, influenced its politics, and enriched its culture. In fact, they excelled in so many areas—producing not only notable bankers, but eminent scholars, politicians, scientists, artists, musicians, philanthropists, socialites, and art patrons—as to rival such protean families as the Huxleys and Jameses. Their story exhibits the abundance of German-Jewish achievement and the eerily close fit of German and Jewish culture.

		The Warburgs also displayed the shortcomings of German Jews. They could be snobbish, arrogant, and status-conscious, especially toward their Eastern European brethren. They were often rigid, authoritarian parents. Superpatriotic and steeped in German culture, they exhibited a fierce, sometimes uncritical, devotion to Germany until it was too late. Seemingly heedless of the darker side of the German psyche (although some family members were all too aware of it) and subservient to the state, they were generally ill equipped to deal with the tragedy that befell them. The Warburgs didn’t love Germany wisely but too well.

		Through the prism of their history, one sees all the forces that shaped the German Jews: their emancipation in Imperial Germany; their striking emergence in Weimar Germany; their persecution and expulsion in the Third Reich; and their stamina in America, England, Israel, and elsewhere. Few Jewish families so robustly exploited the opportunities open to them under the kaiser or suffered so grievously because of them. Because the Warburgs intermarried with the Schiffs and Loebs of New York, their story also traces the development of the German Jews abroad. Since part of the family returned to Germany after the war, their chronicle carries the story right up to the present.

		The Warburgs owed much of their early success to Rothschild patronage and they later occupied an analogous place in Jewish charities. As the Rothschild star was dimming in the early twentieth century, the Warburg star shone most brightly. The contrast between the families is instructive. The power of the Rothschilds arose from the mysterious interplay between private banks and royal courts. The Warburgs, by contrast, were modern, proudly democratic, and closely allied with the new industrial classes. Viewing themselves as free, independent citizens of Hamburg, they identified with its ethos of social mobility, unfettered trade, and democratic politics.

		Unlike other Jewish banking dynasties, the Warburgs never blended into the aristocracy and refused to be baptized or ennobled. They straddled two worlds, hovering between the Jewish community and gentile high society, accepted by both but never quite certain where they belonged. They tested the limits of tolerance in hitherto forbidden realms in politics, scholarship, and industry—all without surrendering their Jewish identity. As a result, they highlight in vivid form the baffling dilemmas faced by German Jews who wanted to retain their original identity and yet succeed in the larger society.

		Whatever their hidden torment, the Warburgs negotiated their way through society with élan and a magnetic confidence. They escaped the physical and psychological ghettos that had penned in Jews. This was a new sort of Jewish family: glamorous, cosmopolitan, versatile, seductive, and almost perilously self-confident. Their story is more than just the tale of German Jews, for it dramatizes the emergence of the Jewish people in the modern world. It also provides a panoramic view of Germany over the past century, the rise of the American Jewish community, and the creation of the state of Israel.

		It is a tragic story of doubt beneath a veneer of self-assurance. Like other German Jews, the Warburgs struggled with an insoluble identity crisis, trying to solve the riddle of who they were. Their fragmented identity affected their business decisions, marriage choices, and political activities. They hoped these tensions would ebb with emancipation. Instead new freedoms only spawned new problems, including the powerful temptation of intermarriage and Christian envy. The Nazis would exploit the identity conflict among German Jews, which weakened their capacity to withstand assault.

		If identity confusion was the source of psychological pain, it was also the crucible of creativity. They were assimilated enough to enter the upper echelons of society in Hamburg, New York, and London, but the Warburgs were never wholly accepted. This enabled them to combine an outsider’s perspective with an insider’s entrée. Often seeing things from a somewhat skewed angle, they tended to peer deeper into their times than their contemporaries.

		As with other German Jews, the Warburgs displayed ambivalence about their religion. Long arrayed among the wealthy, paternalistic elders who governed the Jewish community, they had shed most of their spirituality by the time Hitler seized power. They were suspended between a religious past they had lost and a secular future they hadn’t found. Rational in outlook, they sometimes felt embarrassed about a religion that seemed encrusted with musty superstition. They kept a wary, uneasy distance from things “too” Jewish, even though the values of Judaism permeated their lives, history, and culture.

		Glandular optimists, the Warburgs tried to reconcile the contradictions of being Jewish and German, nationalist and internationalist, traditional and modern. They struggled to forge new syntheses in order to transcend these divisions. They wanted to square the circle, to make the world whole. But the world didn’t allow them the luxury of this tolerant cosmopolitanism. In the end, they were forced to choose among clashing aspects of themselves. As with many German Jews, they discovered that it didn’t matter how they defined themselves. In the end, Adolf Hitler would do it for them.

		Brooklyn Heights
January 1993
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THE EMERGENCE OF THE WARBURGS
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			——
Sara Warburg.
 (Warburg family, Hamburg)

		

	
		CHAPTER 1
 ––
The Matriarch

		Jews settled as far north as the Rhineland after the Romans destroyed the Temple in A.D. 70. Far from feeling alien, these winegrowers and craftsmen felt rooted in Germanic soil. But their pastoral idyll was shattered by the religious zealotry of the eleventh century. Butchered by the Crusaders, they were expelled from their farms and forced into moneylending. During the Black Death, roving flagellants cursed the Jews for supposedly causing the bubonic plague by poisoning wells. They were also periodically accused of draining blood from Christian children to bake unleavened Passover bread—the so-called blood libel. Like dark, disturbing figures from a grim fairy tale, the Jews would secretly linger on in the German psyche as ghouls tricked out in civilian clothes. This legacy would lie dormant, but never dead, in the culture.

		The Warburgs sometimes claim to be Sephardic Jews and fancifully trace their genealogy back to medieval Italy. But the first certifiable ancestor appears in 1559, when Simon von Cassel moved from Hesse to the Westphalian town of Warburg, which was founded by Charlemagne. This picturesque walled town had four stone watchtowers that loomed over a maze of crooked cobbled streets, Romanesque churches, and half-timbered houses. The original Warburg house, built in 1537, still stands.

		Imported by the Prince-Bishop of Paderborn, who granted him a Schutzvertrag or protective charter, Simon worked as a money changer and pawnbroker. Stymied by the Church prohibition against lending money at interest, noblemen conveniently recruited Court Jews to sin in their stead and stimulate trade. This created a rare historic case of a minority being segregated in a profitable job ghetto. Still a patchwork of three hundred kingdoms, city-states, principalities, and duchies, “Germany” needed Jewish money changers to exchange currencies among these polities. In the popular mind, Jewish bankers deftly exercised a sinister form of black magic, engendering an explosive mixture of envy and resentment.

		Court Jews belonged to a special caste and occupied a paradoxical position. (The Warburgs were, strictly speaking, a minor species of Court Jews called Schutzjuden or “protected Jews.”) However prosperous, they survived at the sovereign’s sufferance and could be repudiated whenever debts grew too burdensome. They hung from a golden thread, suspended between gentiles above and Jews below. What anxious tremors fluttered beneath the comfortable air? For ten years, the Schutzvertrag guaranteed the religious freedom of Simon, his family, and servants. Yet they still paid a higher tax rate than that levied upon Christian residents. While Simon hosted the local synagogue in his home, Jewish corpses had to buried safely beyond the town walls in a special cemetery.

		No innate cleverness about money pushed Jews toward finance. Barred from crafts by medieval guilds and from farming by local ordinances, they were shunted into trade or moneylending by default. In Warburg, they couldn’t brew beer, sell shoes or clothing. Like many supposedly “Jewish traits,” moneylending was artificially created by anti-Semitic barriers—even if anti-Semites later loudly decried “financial strangulation” by the Jews.

		The Warburgs had settled in a tolerant town that didn’t force them to listen to missionary preachers. They were never penned into ghettos at night or stigmatized by having to wear yellow badges, as in Frankfurt and other sixteenth-century cities. Because they were spared the psychic scars of early persecution, they would move about with extra self-assurance. Yet their background as protected Jews left them with a contradictory legacy. Dependent upon official patronage, Court Jews identified with authority figures who safeguarded their privileged status and they were always warily respectful of the state. More cultured and educated than ordinary Jews, they acted as community elders and felt deeply responsible for poor Jews. Simon’s grandson, Jacob Simon Warburg, headed the Jewish community in the Paderborn bishopric, had the town synagogue in his home, and mediated between Jews and the prince. This ambiguous, hybrid status—neither totally Jewish nor gentile—contributed to the deeply schizoid Warburg character.

		The town of Warburg was sacked during the Thirty Years’ War, riled by religious fanaticism, and then struck by plague in 1666. The Peace of Westphalia of 1648 severed sea access for the small German states, starving inland trade. All this probably explains why, in 1668, Simon’s great-grandson, Juspa-Joseph, moved north while retaining the name “von Warburg.” (Before their nineteenth-century emancipation, German Jews couldn’t take surnames, so sometimes adopted their hometown names.) Juspa-Joseph settled in Altona on the Elbe River, which flowed into the North Sea only seventy miles away. (He had been preceded by his son, Jacob Samuel, who moved there in 1647.) At the time, Jews couldn’t live in Hamburg, even if they worked there, so they resided instead in Altona, a separate principality under relatively benign Danish rule. The Danes granted the Jews ample liberties, including the right to their own schools, cemetery, and synagogue.

		Dropping his “von,” Juspa-Joseph became plain Warburg. His northward move was momentous: This maritime setting endowed the Warburgs with a cosmopolitan air that must have been quite liberating after provincial inland Germany. On the Elbe, the Warburgs operated in a wide commercial world! Old merchant families launched rich argosies to prosperous port cities of the medieval Hanseatic League and this northern seaside world tied residents closely to London, Amsterdam, and other foreign cities as well. The Altona and Hamburg Jews forged strong links to their cities and, by 1668, the first Warburg was buried in an Altona cemetery.

		In 1773, Juspa-Joseph’s descendant, Gumprich Marcus, moved to neighboring Hamburg, a thriving city-republic with its own merchant flag, foreign consulates, and military defense. The Dutch-looking town was crosshatched with canals, lined with tall, slim houses, and topped by pointed gables. Special cannons boomed warning of high tides that periodically flooded the town. Europe’s bounty passed through the harbor: fish bound for Scandinavia, wool for Flanders, fur from Russia. Like Bremen, Hamburg had elected councils and other quasi-democratic institutions missing in the backward, landlocked duchies. Not only would the Warburgs be anchored in this port city, but its tolerant civic culture would represent their Germany during the worst throes of nationalistic unreason. But although Hamburg had no ghetto, its Jews did remain fenced in by unseen barriers, assigned to certain streets. Even there, the Jews couldn’t buy houses or own property but had to rent their lodgings from Christian citizens.

		In 1798, Gumprich Marcus bequeathed his money-changing, pawnbroking firm to his two eldest sons, Moses Marcus and Gerson. They expanded it into a bank named M. M. Warburg & Co. which mostly brokered bills. The bank could not have been better located. Hamburg, renowned as a safe haven, profited from turbulence in neighboring countries. During the French Revolution, noblemen stashed funds there for safekeeping and Amsterdam businessmen fled there to circumvent Napoleon’s Continental Blockade. Hamburg jealously guarded its neutrality, since business was its secular religion. This single-minded devotion to material betterment would insulate it from political frenzy even as it created a certain smug, philistine complacency that would be the bane of some later Warburgs. If wealthy Hamburg burghers never reached for the sky, neither did they crawl in the mud.

		The Warburg family often spawned contrasting types, and Moses Marcus and Gerson were the first such paired opposites. One embodied the family’s solemn sense of duty and the other its free-spirited conviviality. With his thick shock of hair and cautious gaze, Moses Marcus was the steady, decisive brother, the Orthodox Jew and community leader, who subsidized publication of sacred Jewish works. He and his family lived above the Peterstrasse bank. The bald Gerson was a cheerful, uninhibited bachelor, irreverent and fun loving. When a relative visited Hamburg, Moses Marcus duly took him to synagogue, while Gerson spirited him off for a lively evening at the music hall.

		For thirty years, the brothers squabbled bitterly. Before his death in 1801, the ailing Gumprich drafted a will to reconcile his sons. “Never part,” he intoned. “Only through unity will you be strong and will your business flourish.… Mark my last words and admonitions.”1 Ignoring their dying father’s injunction, the brothers fought on. At one point, they didn’t speak for a year, if legend is to be believed. At the Hamburg stock exchange, they turned from each other in so rhythmic and reflexive a manner that people said it resembled a nimble square dance. Brokers would buy foreign exchange from one brother, then sell it to the other at a higher price. But in one area they agreed: Neither brother severed his Jewish roots, which was then unthinkable. When Moses Marcus and Gerson drew up their first partnership agreement in 1810, it was written in German with Hebrew lettering and dated 20 Sivan 5570 by the Jewish calendar.

		From 1806 to 1814, Hamburg was occupied by Napoleon’s troops and effectively annexed to France. For gentile residents, the occupation lacked redeeming features, since the new authorities levied heavy taxes and confiscated property owned in Hamburg by the British. The Jews, however, were in a quandary since the French Revolution had emancipated the Jews while Napoleon had liberated Italian ghettos. In fact, the otherwise brutal French reign proved something of a honeymoon for Hamburg Jews, who briefly enjoyed rights equal to other citizens and could buy houses and property in once-taboo streets.

		In 1812, the French tried to extort five hundred thousand francs from the Jewish community by arresting Gerson and interning him with other wealthy Jews on the Lüneburg Heath. Relieved to be rid of Gerson, Moses Marcus stalled in paying his ransom and only capitulated under extreme duress from the Jewish community. By one account, he greeted his brother’s release with the retort, “Why don’t they keep him for good!”2 Meanwhile, in prison, the sociable Gerson learned French and tried to drum up business with the military government.

		Ultimately, the occupation damaged the Jewish community by fomenting in its wake a new nationalism heavily laden with Christian overtones. These nationalists glorified German peasants and the medieval past and were distinctly xenophobic and hostile to diversity—traits that would unfortunately persist in the culture. And when the French left, the Jews surrendered their newly won rights. In 1814, Moses Marcus joined a committee that futilely tried to perpetuate these fleeting freedoms acquired under French military rule. Instead, the Hamburg Jews experienced in 1819 the six-day pogrom of the so-called “Hep Hep” riots, instigated by exclusionary guilds that felt threatened by Jewish competition. In Frankfurt, mobs attacked the Rothschild house.

		Gerson and Moses Marcus never called a truce in their private civil war. The friction between them surely sharpened when Gerson fell in love with Sara, the strikingly beautiful daughter of Moses Marcus.3 She was only fourteen, and Moses Marcus must again have been outraged by the irresponsibility of his insouciant, devil-may-care brother who had found fresh ways to offend him.

		When Gerson died in 1825, Moses Marcus faced a crisis that sporadically confronts every banking dynasty: he had no male heirs. With his sizable 250,000 Mark Banco fortune, he was ready to furnish a magnificent dowry for Sara: a partnership stake in the bank for any future son-in-law. Sara, a romantic young woman, must have been delighted to receive a marriage offer from her first cousin, Elias Simon Warburg, who had blue eyes, thin blond hair, and a handsome, sensitive, dignified face. But Moses Marcus and his wife, Rosa, thought they were too closely related. In 1829 they arranged for Sara to marry her queer-looking, slit-eyed second cousin, Aby Samuel Warburg, who thereby became a bank partner.4 Aby seems the one man in Hamburg for whom the hot-blooded Sara felt no amorous attraction, and it must have been a jolting initiation into the hard realities of a banking family.

		Such family liaisons were unavoidable in the small, claustrophobic Jewish community, especially in banking clans that sought suitable matches. To prevent the depletion of their precious working capital, the Rothschilds often married each other as well. And the pool from which Jewish banking families recruited prospects was tiny: Non-Jews were forbidden and most Jews were simply too poor. This chronic shortage of prospective partners made them search as far away as Russia, bringing marriage brokers into the scene. This tiny gene pool would intensify both the Warburg vivacity and gloom, yielding many marvels, oddities, and wonders. Wizards and dunces would issue from the same womb and the family would abound in eccentric geniuses. These semi-incestuous arrangements also yielded a dark legacy of manic-depression and schizophrenia that would haunt the Warburgs for generations.

		In 1831, Moses Marcus died of a stroke while in synagogue, leaving the firm to Aby and the spurned suitor, Elias. It must have been a relief to Sara when Elias six years later left and formed his own firm.

		By a fine coincidence, Sara and Aby bore the names of the original Jewish patriarch and matriarch, but were otherwise a classical mismatch: she was strong willed, smart, pious, and domineering, while he was timid, lazy, henpecked, and irreverent. He had an odd, distorted appearance, with a low forehead, pouchy eyelids that nearly obscured his eyeballs, and a long nose that ended in a wide mouth. His head was twisted about strangely on his neck. He was so small and jaundiced that boyhood friends dubbed him the “yellow dwarf.”5 Sara, in contrast, had been nicknamed the “Star of the Peterstrasse,” and Heinrich Heine allegedly dedicated to her the poem “A Youth Loved a Maiden.”6 Besides her wide-ranging literary interests, she sang beautifully, attended theater and opera, and overshadowed her husband intellectually. Sara was a dynamo, Aby a pleasant dud.

		Sara tried to rouse Aby to greater initiative, but the sallow little man cowered before her severity or else mocked her wryly. She educated their four daughters and two sons—Marianne (1830–81), Malchen (1831–1911), Rosa (1833–1908), Siegmund (1835–89), Jenny (1836–1894), and Moritz (1838–1910). The grooming of small children was a major outlet for stifled, frustrated wives in these arranged marriages. Yet Aby’s abdication of authority irked her, and she chided him for lounging in his easy chair instead of disciplining the children. “Perhaps you, too, could rouse yourself for once,” she taunted him. In response, he would jump up, smack some children at hand, then slump back in his seat.7 Even at the bank he installed a comfortable swivel chair so that his passivity grew proverbial. Letters were brought to him as he lazed on a sofa. One night, Sara shook him awake. “Aby, the house is burning!” she whispered. Unfazed, Aby pawed skeptically at the wall. “It is not yet hot,” he replied, then fell back to sleep.8 As Sara and Aby accumulated six children, he couldn’t quite keep track of them. One day, legend says, he found a filthy ragamuffin in the street and asked who the boy’s father was. “Why, you are,” said the surprised child.9

		The frustrated Sara grew rigid, sharp of tongue, and autocratic in manner, demanding strict religious observance and forbidding her family from writing on Saturdays. The outward forms of piety sometimes seemed more important to Sara than their intrinsic meaning. Every Friday evening, clad in her best jewelry and most fetching hats, she presided like a sovereign over family dinners. The furniture, silver candlesticks, and glasses sparkled. The devout Sara wouldn’t extinguish Sabbath candles. Instead, she put her pouting lips by the candles and recited a couplet that mentioned two Jewish holidays, Purim and Pesach. The hard “p” sounds blew the candles out, saving her from sin.

		If Sara had the Warburg piety, Aby had the family humor and liked to poke fun at his godly wife. Once he told Sara that heaven, like a modern railroad car, was arranged with various classes. She would certainly occupy a first-class compartment, while he would settle into second-class. He pictured them traveling through eternity, separated by a low wall: “We can see each other, but we can’t go to each other,” he told her. “Up there that will be good enough for me.”10

		Like all tyrants, Sara required many small rituals of deference and even her children addressed her by the formal “Sie.” If she was coming to lunch the next day, they had to inquire politely, “So mother, will we have the pleasure of seeing you tomorrow?” She would straighten and grandly answer, “The pleasure will be entirely mine.”11 Beneath these difficult, dowager airs, Sara was vain, insecure, and easily wounded. Once, she asked her little grandson Max whom he liked the most and he childishly stammered several names—his nanny, the milkman, a fruit delivery man, his parents—but omitted Sara. Later on, she said, “I have never forgotten this honest but stupid reply,” and banished the boy forever from her affections.12

		If Sara was imperious, her tyranny often betrayed a commendable sense of duty. Like other Warburg matriarchs, she had a strong, unremitting sense of noblesse oblige. Each summer, she and Aby rented one of three houses on the Alsterchaussee. One spring day, acting on a suspicious hunch, Sara asked Aby if he had forgotten to rent the summer house. “Of course not,” he lied. When he found that all three houses were already rented, he grew petrified of Sara’s wrath and secretly bought all three houses, renting out two. When Sara got wind of this, she asked, “Who lives in these other two houses?” An artist in one and a widow in the other, said Aby. “And you are taking rent from them?” she said, aghast. Refusing to take money from widows or artists, she made him go and return the money at once.13

		Sara’s children stood in awe of her and dreaded her disapproval. Through a marriage broker, she arranged for her eldest daughter, the plain, matronly Marianne, to marry a rich London Jew named Samuel Zagury, a man of Portuguese descent and dubious morals. The unscrupulous Zagury was a charlatan who squandered the dowry, seduced women, and engaged in disreputable business dealings.14 Terrified of Sara’s reaction, Marianne didn’t tell her what had happened. After a telltale dearth of letters, Marianne’s teenage brother, Siegmund, went to London and retrieved her.15 Not shirking responsibility, Sara went to London to negotiate with Zagury (characteristically, she also took in plays and strolled in the parks) and engineered a formal annulment of the marriage. It was no small fiasco, for Zagury fleeced the Warburgs royally and the final settlement, not including exorbitant legal bills, stripped the bank of a quarter of its capital.

		While Aby had a good head for figures, liked hobnobbing with clients, and had some talent for arbitrage—taking advantage of small price discrepancies in different markets—Sara called the shots at the bank and proved her father’s real successor. The fires of youthful passion were cooled and sublimated into stern business rigors, and Aby submitted the books to her nightly. The bank’s main business was now in foreign exchange and trade bills. When the French abandoned Hamburg in 1814, the Warburgs and other bankers replenished the local silver stock. These transactions brought them into close contact with the Rothschilds, who excelled in metals trading. In a letter of August 4, 1814, the Warburgs displayed growing confidence and assured the Rothschilds that they could handle metal deliveries as effectively as any house in Hamburg.16 The Rothschilds had greatly profited from the Napoleonic Wars and were then infinitely more regal than the Warburgs. So highly did M. M. Warburg & Co. value this connection that it kept a special stock of stationery on hand for letters to all Rothschild affiliates. At one point, the bank even hired a man trained in magnificent penmanship to draft important letters to the Rothschilds.

		Always a family of immense charm and masters at the art of business seduction, the Warburgs cultivated this relationship through exquisite courtesies. In 1838, they bought Meier Carl Rothschild a silver tray he admired on a trip to Hamburg. In the 1840s, Willy Rothschild lived with Sara and Aby, solving a dilemma posed by an absence of kosher food in Hamburg hotels. In a shifting financial world, the Rothschilds, with all their royal connections, seemed a secure bedrock. One night, as Aby tossed fitfully in bed, Sara asked what was wrong. “Oh, God,” he said, “I have given Rothschilds an overdraft of 10,000 pounds and I’m worried about it.” “Well, if that’s all, turn over and go to sleep,” Sara said. “If Rothschild fails it will be quite all right for you to go broke too.”17

		Even as the Warburgs emulated the Frankfurt Rothschilds, their own city acquired new importance. The wars and revolutions that roiled Europe in 1848 also produced a human tide of emigrants who swarmed through Bremen and Hamburg en route to England and America. Both seaports constructed vast halls to house refugees awaiting transatlantic crossings, and this large, transient population spurred the growth of the St. Pauli district, the city’s notorious red-light zone. Since Hamburg shipowners commanded a fleet of four thousand seagoing vessels, the city became the crossroads of this profitable new human commerce.

		Already a port of colorful vitality, Hamburg throbbed with new energy. The morning streets teemed with vendors in peasant costumes who hawked vegetables carried in yokes balanced on their shoulders. Everything seemed in motion: Dogs pulled fruit wagons, donkeys drew milk trucks, and flat-bottomed barges drifted through dark, greenish waterways, gliding under bridges so numerous that Hamburg was labeled the Venice of the North. In this marshy country, even elegant stores by the Alster Lake stood on oak posts driven deep into the soft terrain. The analogy with Venice went beyond omnipresent water; it was matched in the self-confident wealth of local burghers. Even casual visitors noted the ubiquitous signs of money—servants in red tailcoats delivering messages for merchant princes or pampered children en route to school outfitted in fancy velvet pants and lace collars.

		The Hamburg Jews participated in the rising prosperity, with Jews and gentiles about equally represented in local banking and brokerage. Although until 1853 it was headquartered in the Neustadt, the petit bourgeois Jewish section, the Warburg bank flourished and the family seldom experienced discrimination. Yet, ugly undercurrents still flowed in the larger culture and occasionally surfaced. During the 1831 cholera epidemic in Berlin, the Jews were again accused of poisoning the wells. In 1842, an inflammatory tract claimed the discovery of an oven and old bones in a Nuremberg synagogue basement, supposedly the remains of grisly ritual murders committed by Jews against Christians. Each progressive wave of economic growth in Germany provoked a countermovement of virulent nationalism and intolerance among groups who felt threatened by change and this discontent always crystallized around the Jews.

		When Sara and Aby celebrated their silver wedding anniversary in 1854, the infirm Aby was beset with worry. He fretted about the Zagury fiasco and the bank’s slipping position with the Rothschilds. In 1855, his son Siegmund was apprenticing in London and Aby told him plaintively, “If you have the honour of seeing R. [Rothschild], you may tell him that we very much regret having to dispense entirely with his orders.”18 The following June, Aby wrote a will, canceled his summer trip, then ascended, at age fifty-eight, to his second-class train compartment in heaven where he would be safely apart from his wife. This left Sara doubly widowed, for she had to run both the family and the bank alone.

		Sara was now a shrewd, worldly businesswoman, with red cheeks, a determined mouth, and jowly face. Her skin had turned to parchment, but she retained the bright, flashing eyes of girlhood. Assisted by a family friend, August Sanders, she courageously weathered her husband’s death and ran the bank with several trusted clerks—a remarkable feat for a woman of her day. She enlisted her precocious elder son, Siegmund, who was now twenty-one and was given power-of-attorney in the bank; his younger brother, Moritz, eighteen, was too young for such responsibility.

		These two brothers would reenact the furious conflicts of Moses Marcus and Gerson. Even as children, they looked like offspring of different families. Siegmund had a round nose and thick lips and was as swarthy as a little Ethiopian. Moritz had straight, delicate features and a clear complexion. Siegmund was smart, gruff, hard-driving, funny, and temperamental, while Moritz, a pampered dandy and engaging flirt, was languid and charming, the pretty boy in a queer-looking brood, and definitely Sara’s favorite.

		Soon after Aby’s death, Sara was faced with one of the great crises in Warburg history, which she managed to convert into a famous triumph. The 1856 end of the Crimean War precipitated a steep deflation in commodity prices, which in 1857 toppled American banks and railroads. The panic spread to Scandinavia and then to Hamburg, where financial hysteria engulfed the stock exchange. The Warburgs and other local bankers had to redeem a flood of speculative bills they had endorsed and it looked as if many banks and trading firms would collapse. Sara’s daughter, Rosa, had married Paul Schiff, who was managing director of the Credit-Anstalt, a Viennese bank recently formed by the Rothschilds. Paul not only put a vast amount of money at the Warburgs’ disposal, but served as intermediary in talks to rescue the city.

		To shore up local firms, the Hamburg Senate made an unsuccessful bid for a loan from Berlin, Paris, and other financial capitals. Then in November 1857, the Austrian finance minister dispatched Paul Schiff to Hamburg to investigate a possible rescue loan, with the upshot that Austria sent a train loaded with silver ingots to the Hanseatic City. The transaction was approved by Emperor Franz Josef I. The availability of this fabulous cargo for loans to leading banks—the so-called Silver Train of financial legend—quieted the chaos; six months later, the silver bars were returned to Vienna, and the Warburgs won enormous goodwill from the operation. This initiated a long history of Warburg involvement with the finances of the city-state and emphasized the value of the family’s foreign contacts.

		After this drama, the matriarchal Sara made Siegmund a partner in 1859 and Moritz in 1862. Although she soon ceded everyday control to the quick, decisive Siegmund, she yielded no royal prerogatives, and her wishes prevailed in all significant matters. She made Siegmund sign a partnership agreement that conceded her ultimate authority: “Although Herr Siegmund Warburg is empowered ordinarily to act according to his own judgment, he must nonetheless seek the opinion of Madame Warburg in matters of special importance, and to act in agreement with the latter.”19

		Every evening after the stock exchange closed, Siegmund and Moritz reported to Sara’s house, where she grilled them on the day’s affairs. If they didn’t meet expectations, she probed. “Now explain yourselves. Siegmund, speak first.”20 Siegmund balked at her meddling, while Moritz was more sympathetic. It irked Sara that Siegmund sometimes skipped the daily briefings. There was something typically Jewish about this interplay between a strong, guiding mother and her talented, impressionable sons. Because many German Jewish businessmen engaged in overseas trade, they traveled frequently, leaving wives in charge of businesses in their absence and this made German Jewish women a particularly hardy breed. Honoring Sara’s wishes, her sons closed the bank early on Fridays and avoided the stock exchange on the Sabbath. After spending Saturday afternoons closeted with Sara, they headed back to the bank after sunset.

		The clashes between Siegmund and Moritz were only slightly less boisterous than those between Moses Marcus and Gerson. Siegmund was a prodigious, driving worker, often staying late into the evening, whereas Moritz was congenitally indolent. They argued daily and their rows grew so thunderous that the entire street echoed with the racket. At first, Siegmund demoted Moritz to back-office duty until a fellow banker teased him, “You are supposed to have such a very pleasant brother, do send him round to me some time.”21 This was as much a veiled reference to Siegmund’s gruff temper as to Moritz’s cordiality. Siegmund was prone to tactless candor, while Moritz had a light touch and pleasing geniality. A natural division of labor soon arose: Siegmund ran the bank while Moritz handled outside contacts.

		Like his grandson of the same name, Siegmund Warburg had a perfectionist streak and passion for excellence, which showed up in the fine handwriting he demanded of employees. A stout, virile man with a broad, bearded face and flashing eyes, he rode vigorously on horseback each morning. Enterprising and dedicated to the firm’s expansion, he had a reputation as a go-getter and risk-taker, quite unlike the conservative Moritz. It was Siegmund who elevated M. M. Warburg & Co. into the first rank of private banks. In 1863 the firm dropped its official title of Geldwechsler or money changers, assuming the far loftier designation of Bankiers. A tiny firm of ten employees, the bank sold bills of exchange, traded goods against government securities, and made loans. It had a messenger of heroic fidelity named Levien. While delivering bills one day, Levien keeled over from a cerebral hemorrhage. Yet “he clung to the briefcase with all his remaining strength and would not give up till another messenger whom he knew happened to pass and relieved him of it.”22 The bills safe, Levien claimed his heavenly reward after almost sixty years of Warburg service.

		In 1865, Sara withdrew from the firm and moved to an impressive house at 49 Rothenbaumchaussee, but she continued to cast a proprietary eye on the bank for the next twenty years. Piloted by Siegmund, the firm moved to a prestigious location, 75 Ferdinandstrasse, in 1868. This was a prime corner spot slightly recessed from the squarish Inner Alster Lake and just a short stroll from the town hall and stock exchange. It stood hard by the headquarters of the great shipping and overseas trading concerns and signified a new Warburg centrality in Hamburg affairs. The Warburgs would steadily buy parcels adjoining this spot until they occupied the entire corner.

		During the nineteenth century, Jewish emancipation occurred piecemeal in the various German states. In 1868, the last legal shackles were lifted from Hamburg Jews. From now on, they could marry gentiles, enter once-exclusionary guilds, and live anywhere they liked. After centuries of oppression, this sudden liberty would be the midwife of many wonders, a potent tonic to ambition, and help to transform a provincial banking house into a distinguished international firm. The Warburgs were buoyed by a fantastic sense of optimism, as stimulated by opportunity as they had long been toughened by obstacles. Instead of brooding over past injustice, Hamburg Jews responded with overwhelming and even slightly slavish gratitude for this long-awaited change. With the founding of the German Reich in 1871, Jews enjoyed civil rights throughout the new Empire.

		The new freedom was at least partly illusory, for Jews were still blackballed from many positions in the military, civil service, universities, and judiciary. And citizenship brought fresh obligations, including compulsory service in the local militia. For the Jews, this wonderful moment was also fraught with distinct peril. Discrimination had acted as a preservative to their identity, while freedom threatened to corrode their unity and dilute their culture. Henceforth, they would try to be both Jewish and German at once—with initially happy but ultimately tragic results.

		Both Siegmund and Moritz married in the 1860s and brought forth large broods that would capitalize on the new freedom with an almost rapturous joy and energy. Nobody rivaled the Warburgs in marrying well—both sons married rich, smart, socially ambitious women. In 1862, Sara dispatched Siegmund to Kiev to woo Théophilie Rosenberg, whose father owned vast forests. When her wealthy family vacationed in Germany each year, they had to travel by night, with the carriage curtains tightly drawn, to avoid brigands. As if he could only spare limited time from business for this transaction, the impatient Siegmund brusquely proposed to the twenty-two-year-old Théophilie. When she asked for time to consider, he refused. “No way, young lady. Either you decide at once or not at all.”23 She accepted. If Siegmund didn’t exactly let love ripen on the vine, it may have been that the proposal was a formality in this brokered liaison. Théophilie’s father had offered to fortify Warburg bank capital with a dowry of eighty thousand Mark Banco, which likely settled the matter expeditiously in advance.

		The marriage spawned a byzantine network of connections that converted the Warburgs into a small-scale multinational corporation. Théophilie’s older sister, the chic Anna, was married to Horace, Baron de Gunzburg, a cosmopolitan Russian with banks in St. Petersburg and Paris. Enriched by selling vodka to the Army during the Crimean War, the Gunzburgs belonged to a select group of Jews ennobled by the czar. For a time, Théophilie resided with her brother-in-law and sister in Paris, learning fluent French, becoming a francophile, and acquiring elegant airs in their splendid salon. Baron de Gunzburg befriended the French emperor and later advised the ill-fated Czar Nicholas II. Tightening the Russian tie, Siegmund and Théophilie’s daughter married Anna’s son.

		The other fetching Rosenberg sisters married a rich Odessa banker, a Bavarian baron, and Budapest banker.

		Such empire building by courtship was an efficient way to preserve and extend the capital of private family banks. In the last analysis, marriage brokers were perhaps the unacknowledged arbiters of financial power in nineteenth-century Europe. One should note, however, that these splendid marriages, so roundly toasted by the Warburgs, would later be transmogrified by the Nazis into the treacherous maneuvers of a worldwide conspiracy.

		The fashionable Théophilie imported a French elegance into Hamburg. The preferred style of the local haute bourgeoisie was rich and substantial, but in a subdued, reserved way. Even the town’s wealthiest merchants suspected frippery and courtly French manners. The Hamburg ethos was democratic and middle class—more that of a meritocracy than an aristocracy. Its bankers were businessmen, not court ornaments. So Théophilie was apt to strike her neighbors as haughty and affected and she returned the favor fully by looking down on their boorish provincial manners. She had thirteen children, six of whom died in infancy, and perhaps the strain of nonstop breeding cast a melancholy pall over her personality. The Warburgs would nickname her Théophilie with the Sour Face.

		The heavy burdens that Siegmund shouldered as a young man had darkened his personality, giving him an incendiary temper and a somber air of premature age. His sister-in-law, Charlotte, noted his gloom. “Through the heavy, responsible position that he was burdened with in his younger years, there was in his facial expression and his entire being something serious and dignified that made his stocky figure seem older.” While his underlying warmth was evident in his sudden and robust gusts of laughter, the sheer violence of his temper sometimes scared her.24

		Yet compared to the dour Théophilie, Siegmund was well rounded and seemed almost lighthearted. He attended the opera weekly and sometimes launched into impromptu arias from Carmen over breakfast. Merging German and Jewish culture, he often joined his children for Weber songs after Saturday morning prayers. Sociable and funny, highly irreverent, he would fling his napkin facetiously across the table at Théophilie when she lapsed into one of her blue funks. She mostly left the children’s education to French governesses. A strong-willed martinet, she demanded strict behavior, while Siegmund, with a keen eye for the absurd, roared with laughter at his children’s pranks and loved it when his son, Aby S., locked his tutor in his room.

		In the 1870s, Siegmund and Théophilie moved from their apartment above the Ferdinandstrasse bank to a pretty street called Alsterufer or “Alster shore.” Their magnificent five-story house at Number 18 had belonged to the Prussian minister to Mexico. They now lived in Hamburg’s most stately neighborhood, filled with senators, shippers, and aristocrats who built imposing villas far removed from the port’s raucous bustle. Their house faced the gravel paths, meadows, and flower beds by the rambling Outer Alster Lake, affording them splendid views of swans, sailboats, rowing clubs, and lakeside cafés. On clear summer days, the lake had a sparkling clarity. On autumn and winter days, it had a melancholy beauty, often enveloped in a gray fog that softened the distant spires and muffled their chimes.

		Siegmund and Moritz belonged to the last generation of Warburgs who followed Jewish custom strictly. Already in 1819, the Reform Temple in Hamburg had dabbled in more secular Judaism, dropping mention of the Messiah and a return to the Holy Land from its prayer book. The Warburgs still resisted such concessions to the surrounding culture. In his new home, Siegmund outfitted a private synagogue, complete with Torah scrolls and rows of pews. Each morning, wrapped in his prayer shawl, he prayed with the black leather tefillin strapped to his left arm and forehead. He forbade his children from eating nonkosher food at neighbors’ homes or writing or working on Saturdays. As a leader of the Jewish community, he used his downstairs rooms for High Holy Day services and hired cantors for the occasion.

		Having grown up in a circumscribed Jewish world, Siegmund remained a stickler for precise observance and had no use for the reformers. Once he rented a locomotive after missing a train to Karlsbad, fearing he might arrive after the Sabbath sundown. Another time, Siegmund and Théophilie took their son, Aby S., to a famous doctor in Cannstatt. To ensure kosher food, they hired a cook and rented an apartment for her. In later years, traveling to Genoa for his silver wedding anniversary, Siegmund brought his own ritual slaughterer along for kosher meat. If pious, he was never prudish. One day, Moritz informed him that a bank employee had fathered an illegitimate child. The fastidious Moritz wanted him fired, whereas the more red-blooded Siegmund dismissed the affair with a flippant remark: “I hope the mother is a pretty girl.”25

		Moritz was a handsome young man, hopelessly spoiled by an adoring mother. He grew up surrounded by four homely sisters and his good looks must have struck them as a small genetic miracle. After work, they gently slid off his shoes. At receptions, he wore gloves to avoid chafing his delicate skin when shaking hands. For his military service, he decided to lift a bugle and not a rifle, inviting a sergeant to his garden each Sunday for music lessons. He strode through life with well-fed serenity. Even in later years, his broad face was baby-smooth and never betrayed worry. He savored life’s pleasures—good food, wine, cigars, music. A music aficionado, he kept leather-bound copies of his favorite Lieder. Regretting that Hamburg had no memorial to its native son, Brahms, he had a bust of him created for the music hall. Enamored of his own voice, Moritz made long-winded speeches at holiday dinners while carving the bird—until hungry guests prodded him to stop talking and resume cutting.

		As a businessman, Moritz displayed a caution that braked Siegmund’s periodic impetuosity. He displayed little of the gambler, preferring instead to sit on securities long-term rather than trade them, noting, “It is easier to make money with your behind than with your head.”26 Highly ethical, he carried a scrap of paper in his pocket for fifty years with the celebrated lines from Othello: “But he that filches from me my good name/Robs me of that which not enriches him/And makes me poor indeed.”27 While the Warburgs would certainly engage in their quota of subtle intrigues, they would remain scrupulously honest, and Moritz deserves much of the credit for this almost instinctive rectitude.

		Nothing captures the man’s vanity better than his rotating wigs. To dupe the world, he bought three of them. The first had long hair and suggested he needed a haircut. The second simulated freshly cut hair. The third was of an intermediate length. One grandson recalled that the day’s wig stood ready at Moritz’s bedside “on a contraption something like a modern lady’s hatstand,” so he could cover up his baldness as soon as he stepped from bed.28 Sometimes, on cold evenings, he covered his sensitive scalp with a woollen cap. The pampered Moritz never even shaved himself. Instead, a young rascal named Gottschalk Sander—the Warburgs nicknamed him “The Messenger of the Gods”—came to the house every morning. As he wielded the blade, he pumped Moritz full of gossip. When Sander later developed a case of trembling hands, the Warburgs thought it time for a career change and secured work for him elsewhere.

		Moritz’s insistence upon Jewish observance prompted more rebellion than imitation among his children. All his chief philanthropic activities—founding a local orphanage, supporting the Jewish hospital and Talmud Torah school—revolved around Judaism. Serving on the board that governed the affairs of Hamburg’s sixteen thousand Jews, he shrank from associating too much with Reform or baptized Jews. On Friday nights, he only invited non-smokers, since he didn’t want to offend cigar-smoking guests by citing the Sabbath prohibition on lighting fires. When Moritz recited the Hebrew prayers, a butler would recirculate the men’s hats on a tray so they could cover their heads. Late every Saturday afternoon, he sat with an unlit cigar in hand, suppressing, with placid heroism, an importunate craving for tobacco until the setting sun permitted him to smoke. Moritz was popular on one bank board because he always scraped off his nonkosher lobster and oysters onto a neighbor’s plate.

		With emancipation, religion increasingly clashed with the claims of worldly ambition. As Jews strayed further into the outside world, adherence to Jewish law became a terrible impediment to business success. Tracking down kosher restaurants in strange towns was often a bewildering and insoluble problem. For that reason, Moritz and Siegmund generally abstained from Scandinavian travel—no small sacrifice for a north German business—and Sara approved of this self-imposed travel ban. “Grandmother was afraid they would not eat kosher food there,” Moritz’s son explained.29

		Whether doubtful of their enduring reality or still conditioned by ancient persecution, Moritz was reluctant to grasp the freedoms proffered by emancipation. The gates had swung open, but he hesitated to tiptoe too far outside the Jewish community, afraid of the repercussions. Shaped by millennia of persecution, the Jewish psyche didn’t change overnight and Moritz had internalized too much caution to become venturesome. Once given the chance to buy a hereditary Prussian title for three million marks, he demurred with a knowing smirk: “I preferred to keep my kosher three million.”30 Moritz and Siegmund were still immured behind the old cultural walls.

		The eminently practical Moritz accepted the way the world worked and never felt the youthful itch of idealism. As a young man, he observed, “That money compels deference in this world seems incongruous; but one cannot eat with philosophical phrases alone.”31 He wasn’t one to marry a beautiful waif. In 1860, he went to Wiesbaden with Sara, who took the baths for her rheumatism. She posted him to a Rhenish musical festival where he met Charlotte Oppenheim and her cousin, Markus Goldschmidt, who came from an Orthodox Jewish family in Frankfurt. When Moritz, twenty-two, told his mother that he wanted to marry Charlotte, Sara brushed this aside. “Silly young man,” she said.32 But with her ravenous dowager’s appetite for gossip, Sara must have known that Charlotte wanted to marry Markus and that the Oppenheims objected because they were cousins.33 Did Sara’s dismissive response to Moritz’s statement mask a secret delight, even a hidden agenda?

		In Charlotte Oppenheim, Sara found a daughter-in-law with drive and intelligence to match her own. Charlotte’s father, Nathan, was a jewel and antique dealer in Frankfurt, a man of broad culture, who had cofounded the opera house, learned thirteen languages, and consumed the entire encyclopedia. Charlotte’s mother, from the Goldschmidt banking clan, ran Nathan’s jewelry business during his gem-buying trips abroad. The Oppenheims exhibited a cheerful work ethic and sense of community service that made them perfect counterparts of the Warburgs. Trained in piano and singing and able to spout long sections of Goethe by heart, Charlotte was a gifted bluestocking. Yet there was nothing vague or ethereal about this short, bustling woman, who was a compact little dynamo with big plans. She sat ramrod straight in her chair, her stiff spine and alert gaze capturing her resolute approach to life and domineering nature.

		On June 12, 1864, Moritz and Charlotte were married and set up house in Hamburg, at Number 17 Mittelweg (“middle way”), just a few blocks from the Alsterufer home of Siegmund and Théophilie. Sara wasted no time showing her preference for the buxom Charlotte over the stylish Théophilie. On a July evening, Charlotte arrived in Hamburg and discovered that her new mother-in-law, with awesome energy, had set up an entire house for her. Agog, Charlotte wandered incredulously through the brilliantly lit rooms and up the stairways decked with welcoming flags. As she recalled, “The sight of the Hamburg maids dressed in brightly colored cotton dresses, white aprons and white caps with tulle ribbons was a perfect delight for me.… Our own bathroom. I would never have dreamt of such a thing in our home in Frankfurt.” Sara had attended to everything. Opening a drawer in the breakfast room, Charlotte said, “I found a little ‘account book,’ stationery of all kinds, ink, pens—in short there was nothing missing. There was also a little pigeonhole for the household cash box.”34 Sara’s faith in Charlotte was rewarded a thousandfold, for the Warburgs would be the embodiment of Charlotte’s Oppenheim’s spacious vision.

		At this stage of her life, Charlotte was still gay and cheerful. She wrote poetry, often went to the theater and concerts, and was mildly surprised and faintly patronizing that Hamburg lacked an art gallery. She struggled with the local dialect and anglophile phlegm of the town, but in time she adapted and became Sara’s protégée. She visited her mother-in-law every day after Sara’s afternoon drive and darned clothes as they talked. Every evening, when Moritz came to render his report to Sara, Charlotte had already been there for hours.

		The lazy Moritz was willingly dominated by the industrious Charlotte and entrusted her with running his home and educating his children. Years later, Dutch painter Jan Veth captured the contrast between them. Relaxed and idle, Moritz slouches with his cigar, staring out at the Elbe River. Charlotte only sat for the painting on the condition that she could write and she is shown busily penning her memoirs. Moritz has a “womanish” softness, Charlotte a “mannish” hardness. For the dreamy Moritz, life flows lazily by like the river while the puritanical Charlotte consumes each precious minute, writing.

		Thus were the two branches of the Warburg family established. Alsterufer and Mittelweg would become Warburg shorthand for the competing sides. Alsterufer males would bear a middle initial “S.” for Siegmund or Samuel, while Mittelweg males had an “M.” for Moritz. For decades, the families would debate who had contributed most to Warburg renown—the Alsterufer or Mittelweg branches. Much of our story will revolve around their jousting, their alternating supremacy, their jealous rivalry. The Warburgs would not only compete brilliantly against their neighbors, but most furiously and mercilessly against themselves.

	
		CHAPTER 2
––
The Imperial Theme

		Just as most people are forever stamped by the culture of their adolescence, so German Jews were stamped by their emancipation during the reigns of Kaiser Wilhelm I and Wilhelm II. Their dawn was also Germany’s and they were infected with its buoyant nationalism and cult of progress. The Warburgs’ spectacular rise coincided with the tumultuous sequence of events that fused the German states into a single nation by 1871. Just as Germany belatedly scrambled to catch up with the Great Powers, so the Jews struggled to catch up within the surging new state. They happened to be liberated at a moment when the Fatherland teemed with economic opportunity, which permitted a spectacular debut for them.

		In 1862, Otto von Bismarck started his long reign of iron and blood, infusing first Prussia and then all of Germany with a Spartan militarism that masked a blazing romanticism. The chancellor presented himself as a solitary heroic warrior, clad in cavalry boots, tunic, and spiked helmet. Much like a later chancellor, he was the lonely seer, bowed beneath the weight of German destiny. After a showdown with Denmark, he annexed the duchies of Schleswig and Holstein and in 1866 stunned Europe by defeating mighty Austria.

		When Bismarck created the North German Confederation, he tried to coax Hamburg into joining it. To overcome local objections, he embarked upon public works that connected the northern ports with Germany’s interior by railway, and he also courted Jewish residents and extended Jewish freedoms. In Hamburg, he responded to Siegmund Warburg’s proposal to create an “eternal cemetery.” Under Jewish law, bodies were supposed to stay buried in the same spot until resurrection, whereas in Hamburg the Jewish graveyard was freshly dug up every hundred years. When Bismarck approved a new Jewish cemetery near Hamburg, Siegmund asked whether bodies could slumber there for eternity. “Certainly,” replied Bismarck, “as far as it is in the power of the Prussian government to guarantee anything for all eternity.”1

		As Fritz Stern noted in his study of Bismarck’s private banker, Gerson von Bleichröder, the chancellor betrayed a deep ambivalence toward Jews. Even though Bleichröder managed his estates, Bismarck repaid him by taking vicious swipes at Jews behind his back. For Bismarck, as for many gentile Germans, the Jew was a dirty secret, a useful catalyst to trade who was nonetheless feared and patronized socially. Opposing complete equality for Jews, Bismarck yet discouraged public displays of anti-Semitism.

		Pursuing three wars in quick succession, Bismarck forged a military colossus under Prussian domination. The king of Prussia, Wilhelm, became the new German emperor. By 1871, Hamburg surrendered its long-standing autonomy to become an imperial state. The capstone of Bismarck’s expansionary program was the Franco-Prussian War of 1870–71 in which he vanquished the French army and encircled and bombarded Paris for four months. In its aftermath, he extracted five billion francs in reparations from France and annexed Alsace and Lorraine. An intoxicated Germany awoke to sudden awareness of its strength, and a dangerous equation was drawn between power and conquest. The thrill of martial glory that infused the populace bound even reluctant liberals to Bismarck’s despotism, breeding a reverence for authority and a warlike spirit that would later yield grim consequences.

		—

		The Franco-Prussian War drove a wedge between the already competitive Mittelweg and Alsterufer Warburgs, since Théophilie was a francophile and Charlotte was deeply nationalistic. This feud exacerbated the personal rivalry between the two women. Charlotte frequently mocked the haughty airs of her “French sister-in-law,” while Théophilie sniffed at the “little provincial girl,” as she dubbed Charlotte.2 The real source of the quarrel, however, was Siegmund’s unchallenged supremacy at the bank. It grated on Charlotte that Moritz had so little influence, and she goaded him to assert himself. As one Alsterufer Warburg described Charlotte’s attitude: “She does not want to have a husband that is less well known than Théophilie’s. Why does everybody talk about the powers and ability of Siegmund and not about her Moritz? Good natured and really quite modest, Moritz lets her talk. But in the end the continual nagging of Charlotte doesn’t miss its mark.”3 Under Charlotte’s prodding, Moritz began to demand more say at the bank and quarreled more with Siegmund.
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		——
Moritz Warburg smoking his cigar, gazing at the Elbe River, while Charlotte Warburg records her memoirs.
 (Courtesy of Gabriele Schiff)

		Gradually, the split assumed a political dimension. Having grown up in Frankfurt, which hosted the first federal parliament, Charlotte unashamedly exulted over the triumphs of the new German Empire. The Russian-born, francophile Théophilie, by contrast, envisioned her home as an international salon, free of stuffy German insularity. Charlotte supported Bismarck’s French expedition, Théophilie opposed it. Emotions ran so high that the Mittelweg and Alsterufer Warburgs simply stopped speaking. To heal the breach, the two families jointly rented a large Dutch villa on the North Sea for the summer and began to talk again.

		The Franco-Prussian War proved a powerful stimulant to the German economy—and, thus, to the fortunes of the Warburg family. Joint-stock banks sprang into being, and many boasted leading Jewish figures, such as Ludwig Bamberger at Deutsche Bank or Eugen Gutmann at Dresdner Bank. The financial needs of the new industrial enterprises outstripped the resources of private bankers, requiring public share flotations. At this juncture, the Warburgs began to underwrite securities, beginning their swift ascent into the world of haute banque. Siegmund patched up relations with the Rothschilds that had lapsed under his father. As a result, the Warburgs participated in the second loan that permitted France to pay reparations to Germany. This was a gigantic windfall for the bankers.

		It was a giddy time, as businessmen fathomed the economic potential of a unified German economy. When France, with the help of the Paris Rothschilds, repaid its war debt within two years, the German economy was swamped with cash, setting off a speculative boom. Jewish entrepreneurs excelled in railroads, newspapers, electrical companies, and department stores. Because they wanted to cast off a blighted past, the Jews were natural modernizers and enterprising agents of an often vertiginous change. What stake did they have in clinging to a feudal past that had excluded them?

		As bankers hawked shares of new companies, some unscrupulous promoters suckered investors into blatant stock scams. The Warburgs, who had avoided stock promotion, now shed their inhibitions and joined the fray. In 1870, M. M. Warburg & Co. helped to form the Commerzund Disconto Bank, and Moritz joined the board. In Hamburg, the speculative frenzy was reflected in new villas built in the bucolic meadows by the Alster Lake. When flagrant excesses produced a stock market crash in 1873, the Warburgs suffered severe, but not crippling losses. As his son wrote, “Siegmund W. was badly depressed by the crash that followed, because losses persisted for so long a time.”4 Eventually, Siegmund grew philosophic, saying, “It was the Warburgs’ good fortune that whenever we were about to get very rich something would happen and we became poor and had to start all over again.”5

		The 1873 bust proved a terrible setback for the recently emancipated Jews. Berlin banks were predominantly Jewish, and ruined investors scapegoated Jewish stock promoters for their misery. A converted Jewish railway mogul named Bethel Henry Strousberg was arrested for fraud and went bankrupt.

		So even as this tumultuous decade provided opportunities for Jews, it exposed them to mounting attacks, for they were identified with the hectic, belated industrialism and booming urbanization of the
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