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Research question and motivation

Research question: 

- How does historical experience of inflation influence Germans' current
approach to inflation?

Motivation:

- Germany's economic stability is crucial for the cohesion and stability of 
the European Union; studying the history of inflation helps to understand
what factors might threaten this stability and how to counteract them;

- Analyzing German hyperinflation, especially during the Weimar Republic, 
allows us to understand how extreme economic, political, and social
conditions can lead to financial destabilization.



Hyperinflation - definition

Hyperinflation: (Cagan, The Monetary Dynamics of Hyperinflation, 1956 
p.25): The term "hyperinflation" must be properly defined. I shall define
hyperinflation as beginning in the month the rise in prices exceeds 50 per cent 
and as ending in the month before the monthly rise in prices drops below that
amount and stays below for at least a year.



Inflation in Germany in the years 1871 - 2023

Source: Own work based on Capital is Back: Wealth-Income Ratios in Rich Countries 1700-2010, Picketty and Zuckamn, Table
DE.15a: Price indices in Germany, 1870-2011 (annual series) https://gabriel-zucman.eu/capitalisback/ and data from 
International Monetary Fund, World Economic Outlook Database, April 2024
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Inflation during WW1 (1914 – 1918)

Source: Own work based on Zahlen zur geldentwertung in Deutschland 1914 bis 1923, 
Hobbing, page 17, tab 22

Causes:

- The naval blockade imposed
by the Allied Powers

(Osborne, 2004)

- War expenditures

(Balderston, 1989)

- Resource constraints
(Osborne, 2004)

- Mobilization of millions of 
citizens

(Feldman, Gerald, 1996)

- Food rationing (Allen, 1998)

- Indebting the economy
(Evans, 2003) 



Hyperinflation 1919 – 1923

Source: Own work based on Zahlen zur geldentwertung in Deutschland 1914 bis 1923, Hobbing, 
page 17, tab 22

Wholesale prices were
1 261 600 000 000 times
higher in december 1923 
than in 1913 (Hobbing, 
1925).

Source: Banknoten der superlative. Eine 
Wanderausstellung in den Filialen der HypoVereinsbank. 
https://www.geldscheinsammlung.de/media/2018/10/fly
er-superlative-der-banknoten.pdf



Hyperinflation 1919–1923 increase in wholesale 
prices.

Source: Zahlen 
zur geldentwertung in 
Deutschland 1914 bis 1923, 
Hobbing, page 17, tab 22



Hyperinflation in different indicators (1920 - 1923)

Source: https://adamtooze.com/2021/06/12/chartbook-newsletter-22-how-do-you-count-inflation-tracking-weimars-
hyperinflation/?fbclid=IwY2xjawEfGWtleHRuA2FlbQIxMAABHa784FXG7nketoGRMyz748svzUdKRLtNgxzmjlH8xwC6ASmPjCqYvVhQZw_aem_vnrQx3572qhL6f2Hq-LLuQ



Causes of hyperinflation

External factors:

- Reparations imposed on Germany by the Entente powers as a result of the 
provisions of the Treaty of Versailles (Marks, Sally, 1979)

- Territorial losses of Germany (Kolb, Enbenhart, 2012)

Internal factors:

- Germany's very high debt incurred to finance the war (Balderstone, 1989)

- Social riots (the November Revolution - "Spartakusaufstand" of 1918-
1919) (Fergusson, 2012)

- Loss of labor force due to wartime casualties (Ellis, 2001)



Effeccts of German hyperinflation

- Collapse of public trust in democratic politicians (Fergusson, 2012)

- Collapse of public trust in financial institutions (Fergusson, 2012)

- Rise in popularity of extremist political groups among the population
(Tampke, 2017)

- The weakening of the middle class in Germany (Barkhausen, Teupe, 2023)

- The traumatic experience of poverty passed down from generation to 
generation and it led to aversion to inflation among the German public
opinion (Barkhausen, Teupe, 2023)



The causes of inflation 1945 – 1948 
External factors:

- Post-war devastation of the country 
(Brakman; Steven; Garretsen, 2002)

- The confiscation of a large portion of 
industrial infrastructure by the Allies
(Janik, 2021)

- Internal factors:

- High level of unemployment
(Eichengreen, 2023)

- Ruined cities and a large number of 
homeless people (Eichengreen, 2023)

- A black market began to develop
(Janik, 2021)

- Germany's high debt incurred to 
finance the war (Lindholm, 1949)

Source: Own work based on Capital is Back: Wealth-Income Ratios in Rich Countries 1700-
2010, Picketty and Zuckamn, Table DE.15a: Price indices in Germany, 1870-2011 (annual
series) https://gabriel-zucman.eu/capitalisback/



Measures against inflation and economic reforms 1948

- Replacement of the Reichsmark with the Deutsche Mark (Janik, 2021)
- Abolition of the rationing system (Bucheim, 1988)
- Regulation of taxes (Hardach, 2022)
- Introduction of a free-market economy (Hardach,2022)



The contemporary opinion of Germans regarding inflation

Source: DVJ Insights 2022 https://www.dvj-insights.com/price-inflation-study/

Source: IPSOS 2023 https://www.ipsos.com/de-de/inflation-
jeder-vierte-deutsche-hat-schwierigkeiten-finanziell-uber-die-
runden-zu-kommen

Source: IPSOS 2024 https://www.ipsos.com/de-de/angst-der-deutschen-vor-zunehmendem-
extremismus-steigt-sprunghaft



The impact of the hyperinflation experience on the 
contemporary German approach to inflation

- The experience of hyperinflation from 1920 to 1923 was traumatic and has
persisted in the collective memory of the German people (Haffert, 2023) 

- Germany, aware of the threat of excessively high inflation, strives to keep inflation
at a low and stable level (Yu, 2024)

- During periods of rising inflation, German households and businesses try to save
money, leading to a decrease in consumption (Malmiender, Li, 2023)

- The German government seeks to avoid budget deficits and is also cautious in 
terms of taking on loans (Sachverständigenrat, 2023) 

- Bundesbank and the ECB aim to stabilize and reduce inflation to avoid the dangers
associated with excessively high inflation, and currently consider this a priority
task (Mayer, Toffal, 2023)

- The rise in inflation has a negative impact on political support for the ruling parties
in Germany, as well as on trust in the government (Best, Decker, Fischer, Küppers, 
2023).



Inflation in selected countries and the Eurozone 2000–2023

Source: Own work based on data from International Monetary Fund, World Economic Outlook Database, 
April 2024 
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