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The Treaty of Versailles. After Germany’s defeat in the First
World War, the Peace Treaty imposed severe financial
obligations.
The Allies ensured that all the monetary
conditions they imposed upon Germany were denominated in
gold. The excerpted articles of the Treaty indicate gold’s
central role in the financial settlement of World War One.

———
ANNEX
[…]
36. If the League of Nations decides in favour of the union of the whole or part of
the territory of the Saar Basin with Germany, France's rights of ownership in the
mines situated in such part of the territory will be repurchased by Germany in
their entirety at a price payable in gold. The price to be paid will be fixed by three
experts, one nominated by Germany, one by France, and one, who shall be neither
a Frenchman nor a German, by the Council of the League of Nations; the decision
of
the
experts
will
be
given
by
a
majority.
The obligation of Germany to make such payment shall be taken into account by
the Reparation Commission, and for the purpose of this payment Germany may
create a prior charge upon her assets or revenues upon such detailed terms as shall
be agreed to by the Reparation Commission. If, nevertheless, Germany after a
period of one year from the date on which the payment becomes due shall not
have effected the said payment, the Reparation Commission shall do so in
accordance with such instructions as may be given by the League of Nations, and,
if necessary, by liquidating that part of the mines which is in question.
[…]
ARTICLE 232
The Allied and Associated Governments recognise that the resources of Germany
are
not adequate, after taking into account permanent diminutions of such resources
which will result from other provisions of the present Treaty, to make complete
reparation for all such loss and damage.
The Allied and Associated Governments, however, require, and Germany
undertakes,
that she will make compensation for all damage done to the civilian population of
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the Allied and Associated Powers and to their property during the period of the
belligerency of each as an Allied or Associated Power against Germany by such
aggression by land, by sea and from the air, and in general all damage as defined
in Annex l hereto.
In accordance with Germany's pledges, already given, as to complete restoration
for Belgium, Germany undertakes, in addition to the compensation for damage
elsewhere in this Part provided for, as a consequence of the violation of the
Treaty of 1839, to make reimbursement of all sums which Belgium has borrowed
from
the Allied and Associated Governments up to November 11, 1918, together with
interest at the rate of five per cent (5%) per annum on such sums. This amount
shall be determined by the Reparation Commission, and the German Government
undertakes thereupon forthwith to make a special issue of bearer bonds to an
equivalent amount payable in marks gold, on May 1, 1926, or, at the option of the
German Government, on the 1st of May in any year up to 1926. Subject to the
foregoing, the form of such bonds shall be determined by the Reparation
Commission. Such bonds shall be handed over to the Reparation Commission, which
has authority to take and acknowledge receipt thereof on behalf of Belgium.
[…]
ARTICLE 235
In order to enable the Allied and Associated Powers to proceed at once to the
restoration of their industrial and economic life, pending the full determination
of their claims, Germany shall pay in such instalments and in such manner
(whether in gold, commodities, ships, securities or otherwise) as the Reparation
Commission may fix, during 1919, 1920 and the first four months Of 1921 , the
equivalent of 20,000,000,000 gold marks. Out of this sum the expenses of the
armies of occupation subsequent to the Armistice of November 11, 1918, shall
first be met, and such supplies of food and raw materials as may be judged by the
Governments of the Principal Allied and Associated Powers to be essential to
enable Germany to meet her obligations for reparation may also, with the approval
of the said Governments, be paid for out of the above sum. The balance shall be
reckoned towards liquidation of the amounts due for reparation. Germany shall
further deposit bonds as prescribed in paragraph 12 (c) Of Annex II hereto.
[…]
ANNEX II
[…]
12.
The Commission shall have all the powers conferred upon it, and shall exercise
all the functions assigned to it, by the present Treaty.
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The Commission shall in general have wide latitude as to its control and handling
of the whole reparation problem as dealt with in this Part of the present Treaty
and shall have authority to interpret its provisions. Subject to the provisions
of the present Treaty, the Commission is constituted by the several Allied and
Associated Governments referred to in paragraphs 2 and 3 above as the exclusive
agency of the said Governments respectively for receiving, selling, holding, and
distributing the reparation payments to be made by Germany under this Part of the
present Treaty. The Commission must comply with the following conditions and
provisions:
(a) Whatever part of the full amount of the proved claims is not paid in gold, or
in ships, securities and commodities or otherwise, Germany shall be required,
under such conditions as the Commission may determine, to cover by way of
guarantee by an equivalent issue of bonds, obligations or otherwise, in order to
constitute an acknowledgment of the said part of the debt.
(b) In periodically estimating Germany's capacity to pay, the Commission shall
examine the German system of taxation, first, to the end that the sums for
reparation which Germany is required to pay shall become a charge upon all her
revenues prior to that for the service or discharge of any domestic loan, and
secondly, so as to satisfy itself that, in general, the German scheme of taxation
is fully as heavy proportionately as that of any of the Powers represented on the
Commission.
(c) In order to facilitate and continue the immediate restoration of the economic
life of the Allied and Associated countries, the Commission will as provided in
Article 235 take from Germany by way of security for and acknowledgment of her
debt a first instalment of gold bearer bonds free of all taxes and charges of
every description established or to be established by the Government of the
German Empire or of the German States, or by any authority subject to them;
these
bonds will be delivered on account and in three portions, the marks gold being
payable in conformity with Article 262 of Part IX (Financial Clauses) of the
present Treaty as follows:
(1) To be issued forthwith, 20,000,000,000 Marks gold bearer bonds, payable not
later than May l, 1921, without interest. There shall be specially applied
towards the amortisation of these bonds the payments which Germany is pledged
to
make in conformity with Article 235, after deduction of the sums used for the
reimbursement of expenses of the armies of occupation and for payment of
foodstuffs and raw materials. Such bonds as have not been redeemed by May l,
1921, shall then be exchanged for new bonds of the same type as those provided
for below (paragraph l2, C, (2).
(2) To be issued forthwith, further 40,000,000,000 Marks gold bearer bonds,
bearing interest at 2 ½ per cent. per annum between 1921 and l926, and
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thereafter at 5 per cent. per annum with an additional l per cent. for
amortisation beginning in 1926 on the whole amount of the issue.
(3) To be delivered forthwith a covering undertaking in writing to issue when,
but not until, the Commission is satisfied that Germany can meet such interest
and sinking fund obligations, a further instalment of 40,000,000,000 Marks gold
5 per cent. bearer bonds, the time and mode of payment of principal and interest
to be determined by the Commission.
The dates for payment of interest, the manner of applying the amortisation fund,
and all other questions relating to the issue, management and regulation of the
bond issue shall be determined by the Commission from time to time.
Further issues by way of acknowledgment and security may be required as the
Commission subsequently determines from time to time.
(d) In the event of bonds, obligations or other evidence of indebtedness issued
by Germany by way of security for or acknowledgment of her reparation debt being
disposed of outright, not by way of pledge, to persons other than the several
Governments in whose favour Germany's original reparation indebtedness was
created, an amount of such reparation indebtedness shall be deemed to be
extinguished corresponding to the nominal value of the bonds, etc., so disposed
of outright, and the obligation of Germany in respect of such bonds shall be
confined to her liabilities to the holders of the bonds, as expressed upon their
face.
(e) The damage for repairing, reconstructing and rebuilding property in the
invaded and devastated districts, including reinstallation of furniture,
machinery and other equipment, will be calculated according to the cost at the
dates when the work is done.
(f) Decisions of the Commission relating to the total or partial cancellation of
the capital or interest of any verified debt of Germany must be accompanied by a
statement of its reasons.
[…]
19.
Payments required to be made in gold or its equivalent on account of the proved
claims of the Allied and Associated Powers may at any time be accepted by the
Commission in the form of chattels, properties, commodities, businesses, rights,
concessions within or without German territory, ships, bonds, shares or
securities of any kind, or currencies of Germany or other States, the value of
such substitutes for good being fixed at a fair and just amount by the Commission
itself.
[…]
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PART IX
FINANCIAL CLAUSES
ARTICLE 248
Subject to such exceptions as the Reparation Commission may approve, a first
charge upon all the assets and revenues of the German Empire and its constituent
States shall be the cost of reparation and all other costs arising under the
present Treaty or any treaties or agreements supplementary thereto or under
arrangements concluded between Germany and the Allied and Associated Powers
during the Armistice or its extensions.
Up to May 1, 1921, the German Government shall not export or dispose of, and
shall forbid the export or disposal of, gold without the previous approval of the
Allied and Associated Powers acting through the Reparation Commission.
ARTICLE 249
There shall be paid by the German Government the total cost of all armies of the
Allied and Associated Governments in occupied German territory from the date of
the signature of the Armistice of November 11, 1918, including the keep of men
and beasts, lodging and billeting, pay and allowances, salaries and wages,
bedding, heating, lighting, clothing, equipment, harness and saddlery, armament
and rolling-stock, air services, treatment of sick and wounded, veterinary and
remount services, transport service of all sorts (such as by rail, sea or river,
motor lorries), communications and correspondence, and in general the cost of all
administrative or technical services the working of which is necessary for the
training of troops and for keeping their numbers up to strength and preserving
their military efficiency.
The cost of such liabilities under the above heads so far as they relate to
purchases or requisitions by the Allied and Associated Governments in the
occupied territories shall be paid by the German Government to the Allied and
Associated Governments in marks at the current or agreed rate of exchange. All
other of the above costs shall be paid in gold marks.
ARTICLE 250
Germany confirms the surrender of all material handed over to the Allied and
Associated Powers in accordance with the Armistice of November 11, 1918, and
subsequent Armistice Agreements, and recognises the title of the Allied and
Associated Powers to such material.
There shall be credited to the German Government, against the sums due from it
to
the Allied and Associated Powers for reparation, the value, as assessed by the
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Reparation Commission, referred to in Article 233 of Part VIII (Reparation) of
the present Treaty, of the material handed over in accordance with Article VII of
the Armistice of November 11, 1918, or Article III of the Armistice Agreement of
January l6, 1919, as well as of any other material handed over in accordance with
the Armistice of November 11, 1918, and of subsequent Armistice Agreements, for
which, as having non-military value, credit should in the judgment of the
Reparation Commission be allowed to the German Government.
Property belonging to the Allied and Associated Governments or their nationals
restored or surrendered under the Armistice Agreements in specie shall not be
credited to the German Government.
[…]
ARTICLE 259
(1) Germany agrees to deliver within one month from the date of the coming into
force of the present Treaty, to such authority as the Principal Allied and
Associated Powers may designate, the sum in gold which was to be deposited in
the
Reichsbank in the name of the Council of the Administration of the Ottoman Public
Debt as security for the first issue of Turkish Government currency notes.
(2) Germany recognises her obligation to make annually for the period of twelve
years the payments in gold for which provision is made in the German Treasury
Bonds deposited by her from time to time in the name of the Council of the
Administration of the Ottoman Public Debt as security for the second and
subsequent issues of Turkish Government currency notes.
(3) Germany undertakes to deliver, within one month from the coming into force
of
the present Treaty, to such authority as the Principal Allied and Associated
Powers may designate, the gold deposit constituted in the Reichsbank or
elsewhere, representing the residue of the advance in gold agreed to on May 5,
1915, by the Council of the Administration of the Ottoman Public Debt to the
Imperial Ottoman Government.
(4) Germany agrees to transfer to the Principal Allied and Associated Powers any
title that she may have to the sum in gold and silver transmitted by her to the
Turkish Ministry of Finance in November, 1918, in anticipation of the payment to
be made in May, 1919, for the service of the Turkish Internal Loan.
(5) Germany undertakes to transfer to the Principal Allied and Associated Powers,
within a period of one month from the coming into force of the present Treaty,
any sums in gold transferred as pledge or as collateral security to the German
Government or its nationals in connection with loans made by them to the
Austro-Hungarian Government.
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(6) Without prejudice to Article 292 of Part X (Economic Clauses) of the present
Treaty, Germany confirms the renunciation provided for in Article XV of the
Armistice of November 11, 1918, of any benefit disclosed by the Treaties of
Bucharest and of Brest-Litovsk and by the treaties supplementary thereto.
Germany undertakes to transfer, either to Roumania or to the Principal Allied and
Associated Powers as the case may be, all monetary instruments, specie,
securities and negotiable instruments, or goods, which she has received under the
aforesaid Treaties.
(7) The sums of money and all securities, instruments and goods of whatsoever
nature, to be delivered, paid and transferred under the provisions of this
Article, shall be disposed of by the Principal Allied and Associated Powers in a
manner hereafter to be determined by those Powers.
[…]
ARTICLE 262
Any monetary obligation due by Germany arising out of the present Treaty and
expressed in terms of gold marks shall be payable at the option of the creditors
in pounds sterling payable in London; gold dollars of the United States of
America payable in New York; gold francs payable in Paris; or gold lire payable
in Rome.
For the purpose of this Article the gold coins mentioned above shall be defined
as being of the weight and fineness of gold as enacted by law on January 1, 1914.
———
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