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DEPARTMENT OF STATE '

DIVISION OF PROTOCOL

July 10, 1833.

Dear Colonel McIntyre:
In Marech last you sent over to the Department a
letter addressed to Prince Friedrich of Pruseia by
the President tranemitting his autographed photograph.
The letter and its launnplninuny were forwarded
to the American Embasey at Berlin for delivery and the
Department is now in receipt of a despatch from the
Chargé d'Affaires ad interim enclosing Prince Friedrich's
reply whioch you will find herewith.

Sl i Bk,

Enclosure:
From Prince Friedrich of
Prussia to the Fresident,

PC:CLC:JBW
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CECILIENHOF
POTSDAM

June 25, 1933.

Dear President:-

I want to give your Excellency
sincerest thanks for your kind letter and
the wonderful picture which I received with
the greatest joy. Your Excellency cannot
imagine, how immensely I appreclate your
great kindnes.

I will never forget the grant
time and the hospitality I enjoyed in your
gountry and I will be too glad in accepting
your very kind invitation to see you in
Washington on the very next occasion which
will present iteelf to me to make annother

trip to the United States.




With my kindest regarde and best
respects also to Mrs. Roosevelt I am always

yours very sincerely
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THE CHATHAM

SECOND BOULEVARD AT PINGREE
DETROIT, MICHIGAN

8. I3. 33,

e EpE———

e ———

Your Excellency 3

Having returned from my trip abroad I wanted to take the
liberty in informing Your Excellency that I am back on
my job with the Ford Motor Company in Detroit.

: T had a most interesting and delightful time in Europe.

| My dear Grandfather took the most wonderful care of me
By and put me throdgh a very severe cure in order to restore
my health which had been rather delicate. I just got to
s Germany in time to watch as a close spectator the great

' developments which have inaugurated a new aera in the

4 Fatherland. Germany is also having her " New Deal ",

It wae wne of the greatest gsatisfactions of my whole life,
when T witnessed the historical speach of Hitler in the

Reichstag, when he could grasp the powerful hand which

Your Excellency in the name of your great Nation had
stretched out in order to help restore the confidence and
peace in this world. I hardly could dominate my emotion
at that moment knowing that I belonged to those who had
the great homour of having met America's great Leader,

1 believe it not to be too assuming if I daresay like

1
|
|
|
1
f

many millions of my countrymen, that we never will forget
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SECOND BOULEVARD AT PINGREE
DETROIT, MICHIGAN

this voice of friendship and understanding which was raised
by the President of the United States at one of the most
eritical moments in the history of the post ware-

Mr. Henry Ford very kindly is giving me a most wonderful
opportunity to get in closer contact with the enormous coun-
try by sending me out as a free lance roadmen. On this trip,
which will take me all over the United States, I shall stu-
dy Mr. Ford's great Organization as well as conditions at
large. I am so happy and thrilled to be able to do this at

a time, when the whole Nation under Your Excellencie' leader-
ship is making an unequalled effort to get om it's feet again.
The trip, which will last until Christmas will end up at

New Yorke I would be only too happy if on my way from Atlanta,
which is going to be my last stop in the South, I could get

a chance to see Your Excelency for e few seconds in Washington
and have a short talk. I am very likely to go back to Germany
in January for my Grandfather's 75th birthdsy and I do not
know yet if I shall be able to return to thés country, beasuse
my family wants to get me trmined to teke care of the family
affairs since my brother Williem resigned his rights because
of his marrisge,

My brother Fritzi fortunately is feeling much better now,
though his leg still is rather weak, He was awfully tickled
té get your picture and his brother enviews him, hoping
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to get one too eventually,

With my very best wishes and most respectful regards
also for Mrs. Roosevelt

I am always yours very sincerely

e



THE UNDER SECRETARY OF STATE
WASHINGTON

December 14, 19353,

Dear Mr. President:

With reference to the exchange of tele-
grams with Ambassador Dodd which has already been
brought to your attention, I am enclosing a copy
of another confidential telegram regarding Germany's
position on disarmament which I have just received.

It does not seem that this calls for any

reply. I have sent a copy, in paraphrase, to Norman
Davis in New York,

Faithfully yours,

The President // / {J g ww !
0 ;
A —D'PL
”‘L/"“"/f',/'_% (/.

1 encloeure,

The White House.



THE UNDER SECRETARY OF STATE
WASHINGTON

April 24, 1934,

Dear Mr., President:

I feel that the information contalned
in this letter from the Acting Commercial
Attaché at Berlin to Doctor Willard Thorp
ig of sufficient importance and even urgency
to bring to your attentlon. In view of the
bankers' meeting which is scheduled to meet in
Berlin in three days, the last paragraph of
the enclosed letter appears to be of especial
elgnificance.

Faithfylly yours,

1 enclosure.

The President
The White House,
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April 4, 1934.
AND C TIA

Dr. Willard L. Thorp,
Director, Bureau of Foreign and Domestic Commerce,
Washington, D.C.

Dear Dr. Thorp:

Subject: American Firms Assisting Germany's
Alr Armaments.

The subject matter of this letter does not
ordinarily fall within the scope of the Commercial
Attaché's office and accordingly I have already in-
formed the Embassy and the Military Attaché& concern-
ing everything that 1s herein contained. Neverthe-
less, the subjJect 1s such an important one and I
have recelved a first-hand evidence on 1t, I believe
to a greater extent than some of the other Govern-
ment representatives here, so that it may be de-
sirable for me to submit this information to the Bureau
for what use you declde to make of it.

In the last few weeks, several representatlves

of American aviation companies have discussed with

me their new orders in Germany. The United Alreraft
concern, and particularly their Pratt & Whitney unit,
have ha& a total of six representatives in Germany

for some time. They are selllng aviation equipment,
prineipally motor parts, including crankshafts, cylinder
heads and other items which the Germans apparently can-
not make satisfactorily. They are delivering now
enough material for about 100 airplanes per month and
are increasing thk figure as fast as they can, as the
Germans are bombarding them with cables for more speedy
shipments. In all, they now have orders for equip-
ment for 2,000 airplanes. A representative of the
Sperry Gyroscope Company informed me last week that
his firm is delivering automatic pillots and gyro com-
passes and other aviation instruments here to equip 50
airplanes per month at the present rate of delivery and
are speeding up the process. Furthermore, that they
have sold the manufacturing rights to the Askania
Works here for the manufacture of a number of their de-
vices, including, I believe, some of their fire control
gystems for anti-aircraft guns.

Today, a representative of the Curtis-Wright
Company informed me that he is just starting business
in goruany and hopes to get in on some good orders. A
few Curtlis-Wright machines have already been sald here.
The Douglas Company has also had some business here lately.
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Altogether, putting things together 1t seems
quite clear that Germany will have a fleet of new
airplanes numbering about 2500 at the completion of
their present air drive. This ought to be about
one year from now. This means that Germany will
be armed in the air and under the protection of this
air armament can proceed more slowly to bulild up her
land and sea forces. Progress in these other direc-
tions is somewhat slower than in the air army, but
a good deal is going on nevertheless, for example,
two weeks ago I was informed by the export manager
of the Ludwig Loewe company of Berlin, manufacturers
of machine tools, that they had some export orders,
including one from Yugoslavia, for 30 million marks
worth of machinery for making machine guns, that they
are unable to fill because the German army authorities
had forbidden the export of such machinery, saying
that they needed themselves all that could be made
here. The German firm was trying to get in touch
with American machine tool manufacturers Pratt & Whitney,
and eventually met a director of that firm who hap-
pened to be in Berlin at that time. The order will
either go to this firm or to Vickers in England.

From my conversations with the American aviatlion
representatives it seems that they are able to get
payments in foreign exchange for shipments of airplane
parts, whereas ordinary business firms are suffering
the most severe difficulties and in many cases they
are practically embargoes on the import of goods from
the outside. It seems evident that Goering has got
the rizht of way with his air armament program end has
first call on what forelgn exchange the Relchsbank
can get together.

Very truly yours,

Douglas Miller
Acting Commerclal Attaché.



DEPARTMENT OF STATE
WASBHINGTON

June 5, 1834,

Dear Mr, President:
It occurs to me that 1t may be of interest to

you to glance through some excerpts of despatches

and private letters written by Mr. Messersmith

shortly before he left Berlin for his new post.

I am enclosing a memorandum from the Office
of the Economic Adviser with regard to direct
trade interchanges with the German Government
at the present time., I feel that the substance
of this memorandum is of sufficient importance to
gsuggest that you may find it well worth while to
glance through 1t.

Mr, Messersmith is definitely of the opinion
that the Hitler regime is in far more serious
gtraite than 1s generally realized and, as he
puts it, "there are only two ways out which the
Germans can see, The one is by negotiation of
very favorable agreements with the major sup-
pliers of raw materials, and the other through
the getting of credits.

With
The President

The White House,



"With respect to the first way out, Germany has
already comdluded a oconsiderable number of agreements
with her imports; but these do not assure her of the
major supplies of raw materials which she needs and
do not open to her for her exports the major markets
which she needs desperately ... I think they still be-
lieve that we are so eager to find an outlet for our
agriocultural surplus and that agricultural interests
can exert such a pressure on our Government, that an
agreement very favorable to them would be made by ue.

"The second way out would be through credits,...
and I rather think that the Government will place ite
main reliance in that. 8Schacht wante a credit from us
for the purpose of propping up & regime which is daily
by ite acts and by those of a Party, which it is frank-
ly proclaimed is the State, discriminating against
American imports and American interests in Germany
guaranteed by treaty and international practice. He
wante a oredit from us to help a regime which, by its
own acts, is destroying its capacity to repay."

Quotations from a still later letter:
"The acuteness of the export and the raw material

question has done more than any other single factor to
bring



bring a realization of the dangers to the regime. The
intelligent foreign observers here who in December felt
that the regime might last are now, so far as I can see,
a unit in believing that it cannot continue for more than
five or elx monthe at the moet. I talked last evening
with the best informed of the American correspondents
here and the one who has wide and close contact with the
highest leaders of the Party, and he was very direct in
his statement that they would be finished in five or slx
monthe, unlese help comes to the regime from the outside
which will prop its falling prestige in the country and
which will provide the raw materials which they have to
have., I have information showing that business men in
various parts of the country who have been rendering lip
gervice to the present tegime for various reasons are now
being more outspoken and have lost all confidence.....
Schacht can hardly agree to pay anything, because if he
does, it is practically certain that he can't pay anyway.
If he did agree to pay and if they could pay, I am sure
the agreement wouldn't be of any use, for the secondary
people in control here are not going to permit any ex-
change to be used for interest payments. Thelr only
hope is to try to force us into some agreement by which
they pay nothing and the bankers promise to use their
influence to get credits for raw materiale and to add
credit



credit or bilateral agreements through which Germany
will pay for raw materials with exports of finished
goode. I realize thoroughly that we want an outlet
for raw materials and that Germany ie potentially one
of our best customers for such materials; but I am con-
vinced that anything that we do now, directly or in-
directly, will be of no real help to us and will merely
ald to maintain a regime which is beginning to totter,
and that the only hope for Europe, and for us all, is
that this regime does fall so that it may be replaced
by a Government with which we can deal in the ordinary
WaY.... 48 I Bee it, we have nothing to lose and every-
thing to gain by a policy of waiting."

Fai thfully yo



DEPARTMENT OF STATE

OFFICE OF THE ECONOMIC ADVISER
MEMORANDUM

June 4, 1934.

(1) The elements of recent German commercial
policy (of which the chief factors have been guotas
often esteblished on arbitrary bases, the creation
of state monopolies for import, treaties giving arbi-
trary &nd sometimes discriminatory rights to import,

and restrictions on exchanges) have deprived our

most-favored-nation treaty with Germany of effective-
ness. The German Government refused an invitation
extended by this Government some months agoc to mu-

tually define most-favored-nation rights.

(2) 1In regard to the commodity most often men—
tioned, lard, the German Government has (a) created
a monopoly for dealing in all fats, which monopoly
strives to develop home supplies to the utmost,
regardless of price, and (b) in treaties signed with
other countries has given these other countries
quotas for lard import more favorable than those

allotted



allotted to the United SBtatee (this is measured by
reference to previous trade). Thus, if we were given
an increased opportunity for lard export, it would
merely be restoring a part of the trade opportunities

we are entitled to under the treaty.

(3) If the German Government finds that by
harsh and discriminatory curtailment of shipments
of American goods, it can secure as a consequence
special concessions in the American market, it is
almost certain that exieting curtailment will be
maintained and possibly extended with the German Gov-
ernment asking for special market opportunities or

special credits.

(4) If we deal with the German Government on
this basis, it is quite possible that other European
countries will feel that Germany has gained an ad-
vantage and will seek to impose the same conditions
for continuation of American trade. In short, deal-
ing with Germany on this basis might open the way to
having much of our trade deliberately shut off and
then only having it restored for special and directly

compensating
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compensating concessions. The Buropean countries which
consider their trade bzlances with us to be unfavorable
are likely to believe that much more can be gained this
way than by merely entering into ordinary reciprocal

treaties with us.

(5) It would be difficult to promise an expan-—
sion of the American market for any substantial quan-
tity of German goods -- (a2) because so many of Garmaﬁy'a
goods are competitive with American products, and
(b) because of the widespread boycott on German goods
in thies country.

(8) Failing the ability to quickly increase the
markei for German goods, we would be likely to be
called upon to extend credit to the German Government.
As bearing on that it may be remembered (z) there
would be a great number of prior claims on the re-
sources of the German Government, so that all German
Government paper would have & very dublous credit
etending; (b) Cermany has defmulted on the peyment of
most of the long term government securities held in

this country.
(7)
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(7) The formulation of any spenial trade agree-
ment with the German Government at the present time,
even though the scope of the agreement is emall, is

not apt %o increase the friendliness in economic matters
of those European countries which are at present op-

posed to German policies.

(8) It is probable that the German Government's
interest in the transaction is not so much a calcula—
tion that its trade situation would be greatly eased
thereby as (a) the knowledge that any special arrange-
ment of this type with the American Government would
enhance the prestige of the Hitler Government, (b)
perhaps form the beginning of a credit arrangement,
end (¢) create a generally advantageous bargaining
position yig-8-vis the United States, divested of
treaty obligations.

(8) It may be added, in conclusion, that over a
period of time, even as short as six months, it would
be difficult, if not impossible, for Germany to get
along without a large part of the raw materials now

cpurchased from the United States.

EAHF; DJW/LEW
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THE SECRETARY OF STATE
WASHINGTOMN

December 14, 1934.

Personal and Senfidentind-

My dear Mr. President:

With reference to the proposed German cotton
deal, which is in the nature of a bartering transaction,
it ig the function of the State Department to concern
itself only in so far as the proposed transaction
affects the general trade agreements program which we
have undertaken, our commercial policy, and our general
foreign relations. The Department only offers such
comment and information as may be in the main gupple-
mental to that already possessed by government officials
dealing immediately with this proposal, and such as
may be deemed of value to the President and other
governmental agencies concerned in making a final
gecision.

Naturally, the State Department must deal with
broad policies and broad trade methods rather than
with individual projects or individual barter transactions

or

The President,

The White House. REGRADEL UNCLASSIFIED



or limited transactions, especially those partaking of

a bartering nature, It is the policy of the State De-
partment to maintain the broad generszal policy and practice,
as nearly as possible, of the doetrine of equality of
commercial and industrial treatment, and hence, of
cpposition to ite violation by the mumerous sorte of
discriminations and preferences well known to the public.
This doctrine is the corner stone of our present

foreign policy and of our reciprocal trade agreement
program; it ies the basis of our repeated protests to
Germa.n_:,r, in particular, ageinst her discriminations sgainst
us and the preferences recently granted to other coun-
tries and their nationals, with respect both to the
payment of debt service and to trade.

If exceptions are made to the most-favored-
nation policy of equality, it should be made only in
case of emergency and temporary conditions and upon
thoroughly considered decisions. This rule should not,
of course, minimize the important needs of export
markets for our various burdensome agricultural and
other surpluses, but instead these needs should at all
times be duly considered.

The sole purpose of the present program of
reciprocity trade agreements is to provide as rapidly as

poesible in
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in a broad way for the exportation facilities especially for
our more burdensome surpluses, such as cotton, tobacco,
lard and other hog products, wheat, automobiles, etc, etc.
It is believed that the one most effective way to accomplish
thie vitally important objective ie to maintain and promote
a policy of gradually reducing discriminations and prefer-
ences and increasing equality of trade and commercial
treatment, and that the maintenance of thie attitude in the
public mind of the world is all-important.

The experience and attitude of the State De-
partment toward Germany since the spring of 1934 has
been in brief as follows: When Germany was openly planning
and practicing defaults on her $2,000,000,000 of debt
due in the United States, she at the same time approached
the State Department more than once with a professed
proposal to agree on a new trade arrangement, It was
not possible at that early stage on account of the
tariff situation and certain other conditions, for
our Government to take up the matter, even if it had
been willing to ignore such discriminations as the whole-

sale debt default to our nationals while paying netionale
of



of other countries, and also discriminating against
our commerce with her, I courteously replied on each
occasion expressing the desire of this Government in
every feasible manner and as early as feaslble to enter
upon satisfactory trade arrangements wlth all countries
so disposed, and that Germany in this respect was placed
in the same deferred class with England, Canada, and
a majority of the nations of the world.

Germany, during the past summer, repeated her
trade agreement proposals as stated, but, while paying
other countries both her debt and trade balances, she
flouted our nationals and declined in any trade conversa-
tions that might take place to indicate with the slightest
definiteness or detail or method any terme to which she
might agree, either to pay our nationals or to cease
discriminating againet our commerce under ocur commercial
treaty with her.

In the meantime reports constantly came to
the Department to the effect that we would in any event
be forced to sell Germany our cotton and perhapé Bome
copper, lard, etc. The Department at the same time
strongly believed, as it still does, that the reverse
wae true and that Germany would first be forced to buy
at least 500,000 bales of cotton from the United States,

and
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and that she could and would pay cash for it, as she
was promptly paying cash for immense armament and
vitally desirable products.

It was in these circumstances that the BState
Department, since last epring, has not undertaken either
a special or general trade arrangement with Germany,
but with the strong belief, as stated, that Germany
within a reasonable time would find it necessary to make
the purchages from ue for cash, the Department has
gone forward with its plans to promote a system of
reciprocal trade sgreements bottomed on equality rather
than discrimination, Thie includes Brazil and numerous
other countries with whom conversations some time ago
had reached an advanced stage of understanding.

This program and this policy have been con-
gtantly thrust in the face of Germany, of Japan, and
other countries which seemed bent on preferences and
discriminations, especially against us, Thie broad and
consistent course ie calculated to avoid giving any country

any grognd or pretext to discriminate, much lese driving

it to do B0,
It was in the foregoing circumstances that the

proposed cotton deal came to the notice of the State

Department two or three weeks ago, In view of what has

peen said above it is not necessary to elaborate further

upon the effecte of the proposed deal,



Faithfully yours,

i N
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GERMAN COTTON DEAL

l. The plan would seriously endanger our trade
agreements program.

2. If we enter into a special preferential arrange-
ment of this character, other cotton export countries,
like Brazll, will be compelled to seek simllar preferential
arrangements in the German market. Brazll has already
k expressed grave concern with regard to this proposal.

3« If German fertilizer 1s given preferential treat-
ment in our market, such as this plan would orovide, Chile
would be compelled to dump nitrates in our market. Repre-
sentations to thle effect have already been made by the
Chllean Ambaseador. Will we be able to apply the anti-
dumplng law against Chlle while admitting German fertilizer
at prices below the officlal reichsmark rate?

4, The plan would discriminate against other gold
standard ccuntries and given speclal preference to German
exports to the Unlited Statea through the sale of reichs-
marks at a discount. If we seek and grant preferential
treatment, can we seek equality of treatment for our com=
merce and nationals from other countries?

5. The proposed plan 1s a device to undo, in part,
the devalustion of the dollar.

6. The sale of German marks at a considerable dis-
count 1is likely to exert a depressional influence on

American
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American prices and seriously affect those American
industries which would be subjlected, under thle plan,
to sharp OGerman competition.

7+« On top of her gross dlscrimination of American
nationale, this deal would make a very good trade bargain
for Germany, but with little galn and large risks for the

: United States.

B, There 1s noc assurance that the suggested
800,000 bales can, under the proposed plan, be sold to
Germany, since c&ftan exporters might not, in fact, be
able to get dollar exchange.

8., It should be noted aleo that even though the
plan does not break down, there le no assurance that
Amerlican cotton exporters will not be forced to sell
cotton at a loss.

10. Attention should, moreover, be called to the
fact that the United States Government, through the
Export=Import Bank, etands to suffer what may amount to
substantial losses.

11. If this plan goes through, would the Treasury
be able to apply the anti=dumping law to similar deals
privately arranged and privately financed?

12. The proposed plan 18 almoet certaln to engender
extreme resentment among that large sectlon of the American

publie which 1s violently opposed to the Hitler régima.

A-S/T:AHH:BLC
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ELABORATION OF POINTS MADE IN SUMMARY DRAFT

ON THE PROPOSED GERMAN COTTON DEAL

ls: The Interdepnftmantal Trade Agreements Commlttee
after thorough study of the proposed plan has reached the
conclusion that the proposed plan is not only economlcally
unsound but would also militate seriocusly agalnst the
success of the whole trade sgreements program. Indeed,
countries may refuse to conclude agreements with us 1f
the concessions are nullified by speclal preferential
arrangements such as that contemplated in the German deal.

2, This Government has alreedy made definite propossals
to Brazil involving joint declaration by both Governments
against special preferential arrangements by either party
and taking a stand for the prineiple of the open door in
commerce and equality of treatment. Indeed, we have
pressed Brazil to refrain from making speclal preferential
grrangements with Germany. In consequence, Brasll cut off
negotiations with Germany pending the coneclusion of the
trade agreement with the United States. The representatlves
of the Brazilisn Government now say that 1f we conclude the
proposed cotton deal with Germany, they will not be able
to make the proposed agreement with the Unlted States, and
will themselves be compelled to enter into the preferential
arrangements with Germany which had earlier been contemplated.

On
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On the other hand, should we refrain from the proposed German
cotton deal, Brazil has Iindicated wlllingness to proceed
along the lines of our original proposal.

3. The concern of the representatives of the Chilean
Government with respect to the diserimination agalnat their
nltratea in case the German fertillzer is glven preferential
treatment, as would be the ease under the proposed cotton
deal, 1s indicative of the chardcter of protests which may
be expected from nthaf'cauntriea,

4, How will other gold standard countrieh look upon a
plan which discriminates in favor of the German mark; which
in some measure re;atnblinhas the old dollar wvalue of the
mark while at the same time gold currencies are selling
at the devalued dollar rate. If the plan is limited to
Germany, 1t would smount to definite discrimination in
faver of German exporters as against exporters of gold
standard countries. If it 1s argued that we might offer
to make a similar arrangement with any of the gold standard
countries, 1t would still be true that such a plan would
not, in fact, give equality of t reatment to all countries
unless, indeed, each of the gold standard countries were
as urgently in need of the cotton at premium prices as is
the case with Germany.

5. The proposed plan 1s a device to undo, in part, the
devaluation of the doller. Whatever advantages have accrued
to the United States because of devaluation, whether in

terms
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terma of the adjustment of domestic prices or of stimulus
to export trade, tend to be lost vis-d-vis Germany. ' The
devlice aims to establish a speclal depreclated German mark,
and this, of course, implies a corresponding appreciation
of the dollar in terms of the German mark,

6. The sale of German marks at a conaiderable discount
is likely to assert ﬁ depreasional influence on American
prices and serlously affect those American 1nduatr£ea which
are subject to sharp German competition. The power to sell
marks at a large discount might have a considerable effect
upen & wide range of American prices. The sale of German
marks at a dlscount of 41 percent would be equivalent to a
kind of dumping, which might represent a serious competitive
threat for many Americen industries. Consideration needs
to be glven to the political implications involved in this
threatened Iintensified German competition. Substantially
the same result would, to be sure, follow from an open
depreciation of the German mark. But there is the .important
difference that, under the proposed plan, the depreclation
of the mark would be actively promoted by our own action,
and, therefore, any unfavorable reaction upon our own
industries could be charged directly to our own Government.,

7. The proposed plan 1s clearly to Germany's advantage,
but offeras little advantage and many dlsadvanteges for the
United States. If Germany secures a preferred market for

har



V e

D
her exports, 1n'exuhan5u for the one American product which

her economy vitslly needs snd must have even at premium

rices, she will have made a very good trade bargain indeed,
on top of her gross diserimlination of American nationals.
In the extrnardinnril§ diffieult pesitlion in which Ger-
many finds herself because of her prevailing balance of
payments, Germany will be compelled to straln herself to
the utmost to rigorously curtell importe. If, desplite this
fact, she is willing to pay premium prices for Americen
cotton, 1t 18 eclear that this import 1s of extraordinary
value to her. Were it not for the fact thet we have a
commodity such as cotton, which 18 so essentisl to the
economy of Germany, 1t would be gquite impossible to adopt
this peculiar device by means of which exports from Germany
to the Unlted States are, in effect, subsidized. It is
to be noted that while the proposed plan, on the one side,
1s sald to facllltate cotton exports to Germany becauase
more dollar exchange wlll be made avallable to Germany
through her additional exports to this country under the
proposed subslidy, on the other slde cotton exports to
Germany are, under the plan, penalized by the premium price
of 22-1/2 percent which must be pald. It is by no means
certaln that the dlsadvantages of the premium price may not
ocutwelgh such advantage as may accerue from the expected
i1nereased dollar exchange made available to Germany through
increased exports to the United States.
L¥
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If Germany 1s compelled to Pay & higher price for
ecotton, the cost of German cotton mamufactures for export
will increase. In consequence, elther the German Govern-
ment will be compelled to subsidize the export of cotton
textiles, or else Germen exports of cotton textiles will
decline. In the first case, Germany would be engmged in
competitive dumping in the world market, ineluding our own;
in the second case, she would be compelled to buy less from
abroad, including American products.

8. Desplite the commitment on the part of the German
Import Company to buy 800,000 bales, there is no assurance,
under the plan, that this amount of cotton wlll, in fact,
be sold. This istrue for the reamson that while the German
Import Company may be prepared to buy the cotton, American
cotton exporters will not sell the cotton unless they can
get dollar payments. The plan does not insure dollar
payments for the reason that should the Export-Import
Bank be unable to sell the accumulated marks at $.2382 op
more, no dollars would be avallable in the Cotton Shippers
Exchange Fund, from which Americen cotton exportera
could get dollar paymenta,

9. There 1s no assurance that the American cotton
exporter will, in fact, get the prevalling U. 8. market
price in terms of dollars for his cotton. Should it turn

out



-

out that the relchsmarks are sold by the Export-Import
Bank at a rate below §.3045, the cotton shipper would not
be able to get the prevalling market price for hls cotton
in terms of dollars. Should the marks sell at as low as
$+2382, the cotton shipper would obtain, in dollars,

15 percent less then the U. 8., market price. In this
event, not only would German goods be dumped 1n this

court ry, but alsec, on the other side, cotton would be
dumped in Germany, since the American Bott.on exporter would
be laying down cotton 1n Germany at a lower price thHan that
prevalling In the Unlted States.

10. Attentlion should, moreover, be called to the
fact that the United States Government, through the Export-
Import Bank, stands to suffer what may amount to serious
losses. Under the plan, the Export-Import Bank engages
to convert relchsmarks into dollars at the average rate
at which 1t sold relchsmarks on the preceding day. The
new reichsmarks thus purchased may, however, have to be
sacrificed subsequently at a very considerable loss.

1l. The questiocn mey be ralsed whether the Treasury,
by refraining from applying the antl-dumping law to
American lmporters of German goods who have purchased reichs-
merks from the Export-Import Bank, thereby slso commits
1tself to refraln from applying the antl-dumping law with
reapect to importers of German goods who have bought
blocked
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blocked marks at a dlscount and other devlices designed to
subsidige German exporta to this country.

12, Consideration may also be given to the resentment
whiech the propdsed plan would likely arocuse among that
large sectlon of the Americean public which 1s violently
opposed to the Hitler régime, and which would view with
g:l'.‘mr& disfavor any plan that helped to bolster the economic
stabllity of thet régime.

A=-S/T:AHH:VBL



ADDENDUM TO MEMORANDUM ON PROPOSED GERMAN COTTON DEAL

l. Brief Summary of Proposed Plan.

The German Import Company &agrees that the purchase
price of the cotton acquired in the United States under the
proposed plan shall be the domestic market price plus a pre-
mium of 22-1/2 percent. The German Import Company agrees
that the purchase price shsll be payable in the following
manner: (a) 25 percent of the purchase price shall be
pald in Unlted States dollars; and (b) 75 percent of the
purchase price shall be pald in terms of reichsmarks com-
puted at the official rate of $.4033.

The German Import Company agrees to depoelt to the
credlt of the Export-=Import Bank reichemarks covering 76
percent of the purchase price. The Export-Import Bank
intende to convert the relchsmarks thus received into United
States dollars for the beneflt of American cotton exporters.

Thils conversion would be accomplished in the follow-
ing manner: In the firet instance, the German Import
Company agrees to deposit to the credit of the Export-Import
Bank 1,000,000 reichsmarks. The Export-Import Bank would
eell these reichsmarks to American importers for use ex-—
clusively in payment of German products imported into the
United States. The Export-Import Bank may sell these relchs-

marks
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marke at such rates as 1t may determine but in no event at

a rate lees than U.S. $,2382. The doller proceeds derived
from the sale of these relchemarks shall be deposited by the
Export-Import Bank in a separate account designated as
"Cotton Shippere Exchange Fund." From this fund, the Export-
Import Benk would then convert into dollars, for the benefit
of American cotton exporters, the reichsmarks received in
payment of cotton shipments to the German Import Company.

The conversion rate to cotton exporters would vary from day
tarday according to the average rate at which reichsmarks

had been sold by the Export-Import Bank to American importers
of German goods on the preceding day.

As explalned above, with every shipment of American
cotton the CGerman Import Company agrees to deposit reiche-
marks covering 76 percent of the purchase price to the credit
of the Export-Import Bank. The American cotton shipper then
drawe upon the Export-Import Bank in reichemarks, and at the
game time, requeste the Export-=Import Bank to convert relchs-
marks into Unlted States dollare in the manner Just described.
Thus, a revolving fund 1s set in operation. As the Export-
Import Bank selle reichsmarks to American importers of German
goods, dollars thus obtalned are exchanged for new relchsmarks
created by further cotton shipments. The Export-Import Bank,
however, does not agree to convert reichsmarks into dollars

for
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for the benefit of cotton shippers unless dollars are
already avallable in the Cotton Shippers Exchange Fund.
In other words, should the Export-Import Bank find 1t im-
poselble to sell the reichsmarks even at the low dollar
price of §.2382, cotton shippers would find it impossible

to get payment in terms of American money.

2, The Purpose of the Plan.

From the American standpoint, the plan 1le designed
to facllitate the export of cotton to Germany. The ErEU-
ment 1s msde by Germany that she cannot contlnue to buy
cotton from the Unlted Statee unless she can find the neces
sary dollar exchange through exports to the United States.
From the German standpoint, the plan 1s designed to facili-
tate German exports by means of a device which, in effect,
subsidizes German exports to the United Statee.

Germany has hitherto sourht to stimulate German
exports by means of the discount on the various varieties
of blocked marks. Forelgn holders of German securities
have, in effect, been called upon to subsidize German exports
through the device of thediscount on blocked marks, and
also thrﬁugh the profite realized from the purchase of
German eecurities in foreign countries at a discount.

There has been some discuselon of & general plan
to tax all German importers and use the funds so derived

to subeldize directly German exports. The proposed plan
is
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is a speclal form of a tax on German importere designed to
subsidize German exports, the tax in this case being limited
to the importers of American cotton, the subsidy being
epplied to German exports to the Unlted States. This subsidy
takes the form of a sale of German marke to American importers

at a discount, thereby enabling them to buy German goods at

a favorable dollar rate.

A=-S/T:AHH:BLC
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Muenchen, IZ2 - I6 - 34

Your Exeellemcy:

Please let me thank you most heartily for your extremely kiad
letter,which I highly sppreciate. It is so swfully mnice of you
te have writtem me persomally, in spite of the tremendous burden
of werk and werries you are ecarrying. I am looking forward te
going to America and payimg Your Excellency my respects at the
White House,but uafortumately I de met thimk“at I shall be able
to make the trip durimg the Winter,because my family wants me
te stay in Germany for the time being. But anyhow I hops to
Tun over to my beloved United States as seom as possible, evea
if it were for a week or twe,

Wishing your Exeellemcy and your whole family a mefry Christmas
and a most happy and successful New Year I remain with my best

wishes
very simcerely yours

ﬁm{ T S









Vienna, December 21, 1934.

Dear Mr. President:

I wish to tell you how appreciative I
em, as well &s all of us in the Foreign
Service feamily here in Vienna, of your very
thoughtful and generous letter of November
19, giving us ycur Christmas and New Year's
greatiuga.

All of us here, and I am sure the
Foreign Service as a whole everywhere, are
deeply grateful to you for the understanding
whieh you have shown of the needs of the
Service and of its problems, es well as of
the very reel support which you have given
to the Service. We know the high ideals
of public service which you hold, end the
courageous manner in which you carry a
burden such as probably none of your
predecessors in your high office has had to
carry. It is an encouraging exemple to
all of us to meet our responsibilities in
the Foreign Service, which are probably
more vital now than at any time in the past.

Your generous support and appreciation
are very real encouragement to every member
of the Service, and I should like agein to

President Frenklin D. Roosevelt,

The White House,
Washington, D. C.
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say how deeply grateful we all are here,
and at the seame time express to you eand
lrs. Roosevelt our respectful end heart-
felt wishes for a heppy Christmas season
for you and your femily and for e new
year filled with good things.

Believe ne,

Very respectfully yours,
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s \\};W VERY, CoXFIDENTIAL,

W -
Y
;ﬁ} W Hia EBecellency Relchakanzler Adolf H i Lt 1 ¢ r received

-

$)

epP

me a2t noon Augusi 24ih.,1535,1in his oun private Munich re- EJ
aildence (aince long before he came to power) 1€ Prinsre- 2
gentenplats. That audience was preceded and concluded by ‘:\
two good omens,each taken from the very beat that Jermany %
has ever produced - Hindenburg and Flsmarck. e State

Secretary f e { 8 a n e r (long Hindenburg'a cloaest aa-
alatant) came lo Seich me from my hotel in arn automobile

belonging to the deceased Field Warshal while my audience \

closed by Hitler ahowing me Lenbach's fineat picture of

Stamarck,hanging right acrosa from the deak where he wri taﬂi’

Let me firat of all frankly confess thai this will net progt
4 a Journaliatic inferview with Fermany's Chief of State.
It merely narratea a foreligner's visit to an undenifably
great leader,and tellz the impresaion he made upon thia pgr-
ticular outailder.ffe waa good enocugh to retain me Jfor an hour
and ten minutes,so many thinps were discussed,some of which

it would both be indiacreet and dfu{urteoua to report.

TMere waz no offictal nonsense cor exaggeration about arri-
val, reception,or depariure - nc armed men In unf;‘am’kﬂ;teidt_,
“a member of the so-called Stormtroopers (all tn black) sa-
luted and conducted us indoora,where inother one met ard led
us up one flight of atairs to a door with Adolf Hitler on the
door-plate.In the entrance hall atood the aide de camp,- a Jine
well get=up CGerman,who gfter a lrief greeting took us in to

aee hia chief,
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Hitler waa a;anﬂng)and at once extended hia hand to comple€e
1’ hia amiling welcome.The aparitment houze {a on a corner but
a rather flattened one,and therefore Hitler's corner apartment
givea the efrfect of swinging alightly back right and left of
the central door.To the right isa hiz writing desk,etc., but

he turned to the left,where we sat down at a large table, juat
before an alcove room,cranmed to the ceiling with Sooks.The
apartment {3 a comfortable one,but not too comfortable,and

its furnishinga are gongjbuﬁ not too good.

I was tmmediately atruck dy the fact that Hitler :ieuaem\m:y
chose the seat facing the window gnd if's bright sunlight.When
in 1921 I talked with 15 Buropean Frime Kinistera plus feur
Preasidents, and two years later nine kinga,nongof them did this,
ner have any leading atateamen I hague aince then met.This CGer-
man's face and figure showed he i3 i?éanfeat health - pood
cnfat,but not too much,well-built,but not too heavily,pood

height,but not really tall,

His eye ia clear,hiz plance is frank,his replies prompt, but
limited. About what he 3aid and how he 3ald i1f,there was no
July dth.nonsense (as we call it at home) - no apeechifying,
such a3 pdliticiana are prone to use even with an aqudience

of one.

Eapecially did I notice the clarily and neatneas of hia Cer-
mang- i all Germana spoke so,we poor foreligners wuld betier

underatand them! Hia prectafon of phrase reveals the practised

orator.He evidently knows exactly what he wanta to say.¥o great



political lzader in any country has ever had his text-Dbok
S0 widely read as has been Hitler's "Yein Kamp /™ Jut very
Jew foreignera notice the accent he therein caata upon two
things - the importance of the spoken (as contrasted with
the wr!t:m} word, and his conatant demand for physical J1t~
threw w9l bo ‘I-'g!-

nesa 4 Qemany Wall, hlé ta a perfect e.r:m::le the finfahed
orator,and of the physically fit.This natter of providing
the mens sana with {t's corpore samffs aa noticeable for
Hitler,as it a3 for Musaoflini,for President Roosevelt,or for
Preaident Kgmal of Turkey.He 3/owed his Intereat in all three

f theae forelgn leaders several times during our talk,

e began by apeai:mg of hia eagerness for bettering the be-
diea of Germany's youth,and he explained why hias book pre-

Jers boxing td fencing.- "only fencing was then thought cor-
rect and elegant in Germany”,§aid he, "but, though fencing is
a fitne sport, it lacks the physical contacts orf boxing, to say
nothing of the latter’s all round muscular erfecta. ¥Im this
case,aa in every other subject we touched upon, he pave rea-

aons feor the concluaions he stated.

Because I am a member of the International Olympic Cormittee,

we naturally aspoke of our 1536 Games ascheduled Jor Zerlin and
Garmiach.In these he expressed keen intereat.Thia {s not the
place to write of the unfortunate Jewish gqueation or simtlar
religious matters. Thoae matters touch Olypmpie policy and shoulgd
be publicly discussed iftfdpdgndtly by our Committee'’s Prestdent alo-

NeésJut it ts only failr to say that i/ Mkwre an imertcan he would
~



underatand why (¢ sirikea us a9 more gppropriate that a Huey
Long handle thsz atrugglea by Have-Nets arginat Haves rather
tharn a Father Coughlin;= rellgion haa far lofitler duties than
mixing in profesaional poh’ﬂcs.‘rﬂurdon thia transletion of
German thought into American speechyand let us get back to

the German Fihrer.

Hia photographera do him great injustice in two regards - they
do not show enough the atrength of his upper hegd (above the
expressive eyes) and give no hint of the engaging human beRing
he can be when Be wants to be.Never until this talk with him
did I understand how he gathered the ptﬂanalﬁm that

atarted his Nazi movement, but now I do.

#hen near to him,his manner of abbreviating the mustache ends
aeema morg norngl than our beloved Charlie Chaplin's chop-off.
It suits Hitler's face while apeaking, becarse revealing all
the expresaion around the mouth,and don't forget how he veluea
the apoken word,which HE:’IM:!!;AEPE{IHEP ‘s faciel expreasion must

be free to supplement what he {3 aayping.

I ventured to present him with my book comparing Sismarck and

Musaolini,and another one on greient German Stained Glasa.

How he feels alout the preat German and the great Itallan appearas
Jrom the fact that the chief adormment of hia home lg Siamarck'a
portrait,and that in hia private room at Magi headguarters - the

Broun House - his two portralts of Frederick the Creat have only
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one companion - bronze head of Kussoflini.

The atained glasa book recalled that he began earning hia
living as a young man by architecture studies and water color
painting,and his commenta on glass showed him an earnest
atudent of Germany's mediaeval art.It {3 a strange,almost a
Nazi fact, that,no matter under what flag old German plasa

ls jound to-day, there the people atill speak Gernan,be it
Switzerlaend,or Alsace,or Austria.@o but a few kélometers

beyond that _gIa.'.m} and Germagn apeech a:apsf

fhe pergonal neatneas mﬂf the man and o/ hia home aseems

to echo the amazing change that has come cver 21l of Fe rmzny
aince his becoming 1t'a Leader,Zveryuhers the carm:r;}au run
down a Jew pears ago,is as cleaned up a3 Holland has alwaps been,
yes - and brightened up too.Hougea have sverywhere been paginted,
and mor€ gayly than before,and flowers everywhereymany more than
Jormerly.Beat of all is the bdrightened look In the people'’s faceg,
Guura,;e has come back to the discouraged,and the confident exr—
preaaion that so characterizes the Leader's face,ia reflected

on #hose of hia people.

Of this general change for the belter in the nation's atate
o,f mind he apoke simply and _fedfng!y.‘réer.wny haa come back,
but has not yet rfintahed camtngj,g::fdf};i;unam must not forgejt
the downhearted Germany from which thia Leader has lifted up

the new Germany of to-day.
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Thig long audience finished on the high note that began it -
Bismarck and his portrait that dominates Hitler's home,

Toting was greater in Bismarck's character than his grasp of
foreign psychology, and his farseeing handling therénf. ithen I
Wientioned meeting Colonel Beck, now Polish Minister of Foreign
Affeirs, when he, as a private citizen, lunched at my Embassy in
Turkey, the Reichskanzler spoke in hizh tones of How loyally
both Colonel Beck and hig Berlin representative had ecollaborated
in bringing about the present agreeable relations between the
two countries. But he modestly said nothing of what a striking
piece of Bismarckian statemanship was this Hitlerian change from
the former state of affairs when the Dantzig Corridor was almost
"a fighting word" in Germany. It took both the foreseeing diplo-
macy of the Pihrer, plus his hold en the German people t0 cause
Germany's agreement to drop discussion of the Corridor for ten
yearg. But Hitler achieved it, and he is the only German since
Bismarck who could have effected what the writer considers a
high-water mark of recent European statemanship.

" Revealing of the man's personality a.t-h-b;{ his
long interview, even better was to follow.

A nation's politicl leader must be seen in action,
if @ foreigner hopes to understand his power cver his people. How
do they react when he speaks to them?

The reader can imegine my satisfaction when the

Phrer invited me to come as his guest to Nuremberg September loth
to hear him address the great Mazi rally there , - and better 8till

to watch the effect upon them of his spoken word.

(AN Slenr2?)
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Berlin, Germany<

I
' ,fi“( October 16, 1935
I

Dear Mr. Moore:

I am sending you herewith
a copy of a letteriwhich I have recently
written to Mr. Messeramith, the Americen
Minister in Vienna, to whom, by way of
being helpful, I furnish a resume of the
situation here from time to time.

The letter is brief, but defines on broad
lines the present trends of German poliey
at home and abroad and I think a perusal
of the contents might be interesting and
helpful to you. .

I remember with great pleasure our talks
when I was home this summer. With very
kindest personal regards, I am

Ve althfull
{" A h
mond H. Geist

eriecen Consul

Honorable Robert Walton Moore
Assistant Secretary of State
Washington, D. C.



S ———

Berlin, Octobor 7, 1135,

Dear 'Ir. lessersmithi

The Oorman Oovernment at the present time Le watching
the Buroposn situation as 1t is affected the Italo=
Abyssinien disputo with a profound interest, Word has
gone out to the nll'ls:glrl to refrain from eriticisme
whioh might reflect avorably on the attitude of
"gpl 1golatlion” whieh kae been offielally assumed.

'rh-uwxngnblu on the other hand i1s one hundred per
cent ba the /byssinlens snd follows the events with
a passlonate interest reports of Itallan
reverses. The n-utrn{ sttitude of the Covernment and the
prese attracts no ettention; but if a pro-Itdllan policy
were adopted and publiely appesred ae such in the press
it would certainly be secrotly opposed by the mass of
inhabitente, A few peapers such am the Frankfurter Zoitung
have not been able to concoal their disapproval of the
Italian polioy.

It wae thought at first thet the Gerwian Govornment
would bring the 'emel question to a hoad st the end of
lest month and toke adventage of the strained position

betwoen England and Italyjp " this ngpurq' not to bo the
coses The Germans ere going o do nothing imn g militery
way for the time being; ¢ @ serious outbroak of wer

in Turope might change the attitude of the Nezis. 4 high
personage 1n the Relchawelr last week oxpleined that
Germany woe not golng to make any militery move in any
direction; that &mng would not abandon its ecleim to
Memel and that it would not "let up" Memol until it
was reincorpornted in the German Re The Fuelrer's
spoech ot lhr-bcg in this regerd was the beginning of
a steady nwdﬁ o this end; but the problem of Memel
wae bound with all the other eastern ttm. whieh
eventual ?Iu powers would prefer to IM'_ have a
Oermany ch 18 steadily inereasing in mill might
and prestige, malke Mdmel more and more a A1 ing
-hmimtﬁn-m-otmm.

A few words about the position of the Reichswehp

will iMluminate the actual situation. T e Relchswehy is
noW proceeding feverishly toward perfocting 1tes poace

strangth.
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8 It 1s now roasonably sure thot by the middle
of 1 1t will havo about 600,000 well trained soldiers
and possess the heovy srtillery whieh n first-class well
equipped nrmy needs. The preparstions aro going on ag=
o to eonsorvative regulstions end rulesj no |

or is evident. The usual necessary tine is being
allotted o the troining end development of the new
recrults. As to tho furthor development of the army,
thet is to by it uz to a war-time strengh, probably
on the same footing ee it wes in 1914 when Oeruany was
able to place into the field a first-class army o
2,400,000 men, 1t ls ted that that will be accom-
plighed by the middle 1938,

No one can ;ive for the moment a olear pieture of
whot ie renlly going om in the highest Govermment eircles.
The situntion 1s compliecated and vory mubh obscured. The
rodical element in the Party are no doubt bringing eon-
oiderablp sressure to beer upon Hitler and the net result
of the dcw rally we to inerense thelr vrentige
outwardly if no mm{. What is roelly going on in-
: t;. th-uwt question. E.H}-r ttu;: ;d“iug vy

owa -] guard and 8 n ) oVory-
thing to Mh‘% Relchswehr and otho- conscrvative
forees. For instonce I am informed th-t a considersble
strugcle 1s going on now between the Kolchswehr and
Hitler rogerding the meintenance of a division of f.5.
men whom Jitler wonts te equip with Mﬂ'{ armg, just as
any divisien of the Reichswehr. This t1ll shows lack
of trust on both sildes; end I underctend that this "lack
of trust" is very reocl. UNevertheless the relctiicns be-
tween the Party-Stote and the Reichswohy are not being
severely tested. Doth sides are avoiding thetj end I an
inf guite re!.uh‘.lz that if a show-down came botween
the Party and the /'i1litery Conservative forces the

Party would win. Since his nptﬂ.n in shared in v
responsible cireleg in the Relehswohr I have no 4

that it ontgrhctual sltustion. This indicstes the
strength of Jlitler” and hie party. Purthermore, in spite
of the 1ack of rew matoriele end tho food shortage which
is mort asgrovating to the gemeral publie no sscrifice of
llasl prineiples 1s even thought of to relieve this
situsrtion. Inetead the rrineipal Nasi losders have

taolwen
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taken the situntion in hand end ars exhorting theo
people to tighton their belta so that the neceansry rew
materiasls can be imported instesd of food. Goebhelas’
specch on this subject last Saturday wes brilliant
contribution to this ecampaign.

The persecution of the Jews goes on unabated and

it 1s ressonably certain thaet a good desl of actual
tion will be inerean y rosorted to, It

looke es though the object is to get the Jews out of
the co and gonfiscate thelr prop « The most
serious thotor in the whole situation is lack of
roaw mgterlale; this is increceasingly evident and every-
thing possible will be resorted to to get enough fereign
exchange to get the necessary row stuffs, except there
will be no change in of the radiesl platforms to

which the Party 1las tted. Bankere are propheaying
finonelal coellepse; but these st:tements cannot be
talten seriocusly. lazie Imow how to muddle ¢

end I am o ent that ¥r, Schacht's financial machinery
will stend a great deal of strain and for a comparatively
1 time to come. A banker of some prominence sald to
me 't the tothl extra-budgotory expenditures were not
mich over 11 U&Q!Dﬂﬂ morkey while estimates have heen
made up to 20 billlons.

The main lines of the present policy might be
sumned up as followal

1) In Home Affairs:  rofeeding with all measures which
favor the lmtn:h: tnhlhl
supremacy o ates rac

aoelnl gﬂ religious. 5

Pregorving the supply of raw
materiala for armaments s&nd worlk
ot the nmru:n:{, the food
supply; consoqu a8 roduced
stondard of 1iving.

Ho change in the wage poliey; but
inereared propagends to placate
the workers with regord to thelr
gocinl stotus in the new OGer any:
Kraft dureh Froude, ote.

2) In
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2) In Foreign Affeirs: llo setion at the proscnt time

which would invelve running
militory risks unless the
Euwropean sltuntion got into

such 4ifficulties thuot an open
door stood wide ajar, and thot 1t
would be a » of weslmess not
to take advantage of the onening.

Any redienl change in the line-
up of the grest powers

ereate an entirely new situation
for the Gormens. v are gquiet
and conservative,

will endesvor to establish
1 n=Polis rrian bloeok;
but the Aifficulties at procent
are too gres’ - nevertheless
they con see no harm in having
intercoursc and econversetions,

Very singerely yours,
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Vienna, December 11, 1935.

Dear Mr, Fresident:

1 am deeply asppreciative indeed of your cordial note
of November 27, extending to Mrs, Messersmith and myself end
to the officers and employees of our Govermment in Austria
your best wishes for Christmas and the New Year., I em partiou-
lerly appreciative of the generous words which you use concern-
ing our endeavors to keep you informed of developments in this
part of the world in these difficult days.

We all of us here realize the extraordinsry burden
which you are carrying, and are filled with admiration of the
courage, vision, and wisdom with whieh you are carrying out
the heavy responsibilities of your high office. The results
of these wise efforts are already apparent in the inoressingly
better situstion in our own country, and our wisely direoted
foreign polioy has added to our prestige abrosd. TWe all feel
it a great privilege to be serving our Government under your
wise guldance snd stimulus, end are deeply apprecietive of the
generous support of and interest in the Foreign Servise and
its personnel which you have so definitely shown.

1 had plenned to make a brief trip home before the
end of this year and to have the privilege of seeing you. I
deemed 1t adviseble, however, in view of the situation over
here to postpone my trip home until the spring when I look
forward with great pleasure to seoing you again.

May I on behalf of Mrs., Messersmith and myself and
of the officers and employees of our Government here and their
families, offer to you and ¥rs. Roosevelt our heartfelt wishes
for a happy Christmas sesson and for a New Year filled with
good things.

Believe me,
Very respectfully yours, *
The Fresident

The White House,
Washington, D. C,.



DEPARTMENT OF BTATE
WABHINGTON

March 9, 1936

My dear Mr. President:

I am transmitting herewith a memorandum giving a
brief analysis of the action teken by the German Govern-
ment in sending troope inte that part of the Rhine zone
which waes demilitarized under the Treaty of Versallles
and which demilitarization i1s likewiee provided for in
the Treaty of Locarno. This memorandum gives the per-
tinent clauses of the Treaty of Versallleg and the Treaty
of Locarno which are applicable to the German action.

It likewlee gives the procedure provided for under the
Treaty of Locarno in the event of a violation of the
restrietlon againet the assembly of armed forces or the
meintenaence and construction of fortificatione on the left
bank of the Rhine,

It would eppear from thie brief analysis thet the
action of the German Government hae constituted both a
violation of the Versalllee and Locarno pacte, but as
far as the United States 1e concerned it does not appear

to
The Presldent,
The White House.



to constitute a violation of our treaty of August 25, 1921
with Germany, as our treaty with Germany does not include
Part 3 of the Treaty of Versallles which containe the
provisions for the demilitarization of the Rhineland zone.

We are continuing to wateh closely the developments
arising from this German actlon and I shall keep you
currently informed of all the informetion which becomes
avalleble to us in the premises.

Faithfully yours,

( Saalbm—

Enclosure:
Memorandum,
Merch 9, 1936.



March 9, 1936

My dear lr. Presldent:

I am transmitting herevith a memorandum giving &
brief snalyele of the action teken by the German Govern-
ment in eending troops into that part of the Hhine zone
which wae demilitarirzed under the Treaty of Vereallles
end which demilitarization ie likewiee provided for in
the Treaty of Locarno. This memorandum givee the per-
tinent clauges of the Treaty of Versaillles and the Treaty
of Locarno which are &pnlicable to the German sction.

It likewlee rives the procedure provided for under the
Treaty of Locarno in the event of a violatlon of the
rectrietion sgainst the sesembly of armed forces or the
meintenance &nd construction of fortificatione on the left
bank of the Ahlne.

It would appear from thie brief analyele that the
sotion of the German Government has constituted both &
violation of the Versallles and Locarno pacts, but e
fer g8 the United States 1 concerned it doee not appear

to
The Preeldent,
The White House.
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to conetitute & violation of our treaty of August 256, 1921
with Germany, &s our treaty with Germany doee not include
Fart 3 of the Treaty of Versallles whioch containe the
provislone for the demilitarization of the Rhineland zone.

We are continuing to wateh closely the develoomente
eriging from thie German action end I shall keen you
purrently informed of all the informetion whieh becomes
evallable to ua in the premises.

Falthfully youre,

Cardell Hul\

Enclosure:
Hemorandum
Merch 9, 1936.



DEPARTMENT OF STATE

DivisioN oF WESTERN EUROPEAN AFFAIRS

MEMORANDUM

March 8, 1938,

The action of the German Government in sending troops

into the demilitarized zone contravenes Bectlon III of

the Treaty of Versailles.

Thie Bectlon reads ae follows!
WARTICLE 43,

tGermany is forbidden to maintain or construct
any fortifications either on the left bank of the
Rhine or on the right bank to the west of a line
drawn 50 ¥kilometres to the East of the Rhine,

"ARTICLE 43,

8Tn the area defined above the maintenance and
the assembly of armed forces either permanently or
temporarily, and military manoeuvres of any kind,
ag well as the upkeep of all permanent worke for
mobilization, are in the same way forbldden.

"ARTICLE 44,

"In case Germany viclates in any manner whatever
the provisions of Articles 42 and 43, she shall be
regarded as committing a hostile act against the
Powers signatory of the present Treaty and as cal-
culated to disturb the peace of the world,®

The German msotion in this matier is llkewlse an

infringement of Article 1 of the Treaty of Locarno, which

specifically guarantees observance of Articles42 and 43

of
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of the Versailles Treaty. The pertinent Artiole of the
Treaty of Looarno is quoted below:
"ARTICLE 1,

"The high aontrantinf parties colleotively
and severally guarantee, in the manner provided in
the following articles, the maintenance of the
territorial gtatus resulting from the frontiers
between Germany andgigigiun and between (Qermany and
France and the inviolability of the said frontiers

as fixed by or in pursuance of the Treaty of Peace
eigned at Versailles on the 38th June, 1919, and

also the obgervance of the stipulations of articles 423
and 43 of the said treaty concerning the demilitarised
gone "

The Treaty of Locarno likewise indicates how infractiéns
of its terms shall be dealt with, The procedure is out-
lined in Articles 4 and 5, which are quoted below:

"ARTICLE 4,

"l. If one of the high contracting parties alleges
that a violation of article 2 of the present treaty
or a breach of articles 42 or 43 of the Treaty of
Versailles has been or is being committed, it shall
bring the g:eltiun at once before the Oouncil of the
League of Nations,

"3, As soon as the Council of the League of
Nations is satisfied that such violation or breach
has been committed, it will notify its finding without
delay to the Powers signatory of the present treaty
who severally agree that in such case they will annﬁ
of them come immediately to the assistance of the
Power against whom the act complained of is directed,

"3, In case of a flagrant violation of article 3
of the present treaty or of a flagrant breach of
articles 42 or 43 of the Treaty of Versailles by one
of the high oontracting parties, each of the other
contracting parties hereby undertakes immediately to

come



&

-3

come to the help of the party againet whom such a
violation or breach has been directed ae soon as the
said Power has been able to satiefy itself that this
violation constitutes an unprovoked act of aggression
and that by reason either of the croseing of the
frontier or of the outbreak of hoetilities or of the
assembly of armed foroee in the demilitarised zone
immediate action is necessary, Nevertheless, the
Coumeil of the League of Nations, which will be seized
of the question in accordance with the first paragraph
of this artiole, will issue ite findinge, and the
high contracting parties undertake to aot in agcordanoe
with the recommendations of the Council provided that
they are conourred in by all the members other than
the representatives of the rarties which have engaged
in heostilities,

"ARTICLE 5,

*The provisions of artiocle 3 of the present treaty
are placed under the guarantee of the high contracting
parties ae provided by the following setipulations:-

"If one of the Powers referred to in article 3
refuses to submit a dispute to peaceful pettlement
or to comply with an arbitral or judicial deocision
and commits a violation of article 3 of the present
treaty or a breach of articles 42 or 43 of the Treaty
of Versailles, the provisions of article 4 shall apply,

"Where one of the Powers referred to in article 3
without committing a violation of article 2 of the
present treaty or a breach of articles 42 or 43 of
the Treaty of Versailles, refuses to submit a dispute
to peaceful settlement or to comply with an arbitral
or judicial decision, the other party shall bring the
matter before the Council of the League of Nations,
and the Couneil shall propose what eteps shall be
taken; the high contracting parties shall comply with
these proposals,"®

Germany has likewise failed to comply with the terms

of the Treaty insofar as the manner of bringing about ite
termination is concerned, Article B provides that the
Treaty "shall remain in force until the Council, acting

on a request of one or other of the high contraocting parties

notified
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notified to the other signatory Powers three months in
advance, and voting at least by a two-thirds? majority,
decides that the League of Nations ensures suffiocient
protection to the high contracting parties; the treaty shall
cease to have effeot on the expiration of a period of
one year from such decision,®

The Treaty between the United 8tates and Germany
restoring friendly relations, signed on August 35, 1821,
provides in Article II "that the rights and advantages
stipulated in that Treaty (Treaty of Versailles) for the
benefit of the United Btates, which it 18 intended the
United Btates shall have and enjoy, are those defined
in Bection I, of Part IV, and Parts V, VI", et cetera,
et cetera,

8ince Articlee 42, 43 and 44 are embodied in Part ITI
of the Treaty of Versailles "the righte and advantages"®
stipulated therein would not appear to apply to the United
g8tates,

WE:RES:EG: 88
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THE SECRETARY OF THE TREASURY

WASHINGTOMN
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Jenuery 15, 1957 T4

Uy dear lir, Preeident:

I am inclosing herewith extract
from Cochran's cable of January 12
reporting a conversation wilth Schacht
whom he met at the meeting of the
directors of the Bank of International
Settlements,

Respectfully,

The President,

The White House,
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EXTRACT

I had a separate conversation with Schacht. He made
reference to his artiecle in Forelgn Affalrs on the question
of colonies for Germany. I asked whether he had made any
progress in this regard with the French and the British,

The French attitude, he said, after his wvisit to Paris late
last summer, was satlsfactory; the Germans had found it en-
tirely possible to have direct conversations with the French.
The British, he said, had not yet given a definite or formal
answer to Germany's plea for raw material resources although
he had been most discouraged by Eden's attitude and the
British rebuff to the French approach on this subject after
Schacht's visit to Paris. ©Schacht reminded me of the

Hitler Government's sincere offers for disarmament and peace.
One after another of these offers, he sald, including that
of limiting the army to 300,000 men had either been totally
ignored or had been refused. He told me he thought they
might be making their last offer in the outstanding offer
for peace in return for colonies. Great Britain and the
world, he said, should understand that the Hitler Govern-
ment is firmly established, and if there 1s any attempt to
humble Germany the German people will be solidly behind it.

Schacht sald again that it is not possible to have

world peace without German peace. He emphasized the efforts

and
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aims of the United States toward peace, He expressed
the hope that the United States would not let slip the
opportunity which he says is now ours, perticularly
the President's, to take the lead in solving the out-
standing questions of Europe, and primarily German's
problems,

The ldea of a Washington conference was mentioned
by Schacht; I asked him why in Washington, and he replied
that the United States has now the world's leadership and
the wealth to meke it effective so that other nations
should be called to Washington for conference and dis-
cussion. T asked Schacht whether he had been told the
schieme which had been suggested to me that day by one of
my earnest Central Bank friends; i.e., for Germany to
borrow from the United States to buy neutral territory
from England and for the latter to apply the proceeds of
the sale upon British war debt to us. This suggestion
was made by Yanagita (Japan). The reply of Schacht was
thaet he was not suggesting the measures that should be
taken; however, he hopes that we would take advantage of
Runcimanfs visit and that of another distinguished
Britisher - Niemeyer, I assume - to indicete to the British
that we are interested in a final and happy liquidation
of the problems facing Germany.

Schacht's Basel representative, Heschler, told me

that
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that the atmosphere created by press accusations of
German activities in Moroceco had disgusted Schacht.,
This subject was discussed a2t length by Schacht and
Normen. According to Heschler, Schacht told him
(Heschler) that the whole press story was a pure fabri-
cation, that Germeny had sold certain supplies to
France and the latter could not pay in cash; conse-
quently there was some activity in France shipping to
Germeny in a barter for such supplies, ores, and other
materials which could be obtained in Spanish Morocco.
The affair was no more -than that. Niemeyer remarked,
in discussing the article of Schecht's in Foreign Af-
fairs, that the %ﬂu raw meterlals which are needed most
by Germeny, rubber and wool, are not commercislly asvail-
able in the colonies which Schacht is seeking.

February 8 has been set as the date for the next

meeting of the B.I.S.



wn. 1037

CONFIDENTIAL MEMOTANDUM POR
THE SRONETARY OF STATE

1 bhave read Dodd's letter with mach interest.

1 am expecially concerned with the possibility,
even though it may not be a probability, that German
food supplies will call for even more imports and
that the demands for certain other rew materials
1like copper, steel billets and sorap steel will con-
tinus, tims foreing up our price level unduly and

even causing an actunl shortage in the

perhaps
supply for domestic comsumption.

This makes it opportune for us to start an
mtllluﬁ’ﬂfthlﬂjlllﬂmﬂ
oertain materials, such embargoes to be put into
effeot by Executive Order, by hearings, which seem
the simplest way.

Will you, therefore, undertake this study
Joining to yourself such other persons from your
own and other Departments as you may desire. For
sxauple, Henry Oredy, as & member of the U. 5.
Pariff Commission, would be valuable and you would
probably want sowecne from Commeros, Agriculture,
Bureau of Mines and Central Statistical Board. .

Enclosure : _ far/tmbd

Returning to Sec. Hull let. addressed to him from Ambassador William E. Dodd,
Berlin, Germany, 4/5/37 re situation there.
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My dear Norman,

Here are the reports of the Berlin
interviews. HRemember that they are for your

own eye and that of the President alone.

,
Yours ever,
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INTERVIEW WITH HITLER, MAY 4TH, 1937,

Hitler received Lord Lpthian ahd Mr, Conwell-Evans
&t 4 p.m. 8t the Changellery in the Wilhelustresse, the only other
person prenent was Dr, Bohmidt, from the German Foreign Office, who
aoted as interpretsr. Both visitors were very eordially greeted;
but one had the feeling from the beginning that the Chancellor
was in a grave mood;; at times his tone showed traces of bitternean,

" Af not disillusionment in regard to the more recent Hritieh atti-

tude to Oermany, nevertheless the frank disoussion lasting 2§ hours
indioated his earnest desire to bring about a permament improvement

and ecooperation,

Lord Lothian asked what were the causes from the German
point of view of the apparent deterioration of the last six months
in the relations between the two gountriea,

The Chencellor replied that the deterioration was due
in the firat place to factors in the international position which
affeoted Britain and Germany only indirectly. It arose from the
different ways in whioh Germany and England regard-d events in
Abgsainia and in Spain. Anbther eause wae the diseussion of the
oolonial question to whieh he would refer later.

The divergence in the opinicns of Britain and Germany
on Abyssinia and 8pain was explained by the fmet that Communism
and its dangers were regarded in s very different light in England

and Germany.

k- /

=

Lord Lpthian asked what the Abyesinian affair had to do
with Communism, Hitler replied that if Italy had been defented,
Europe would have lost one of the len ding protectors of 1ts oivilig—

ation, as Italy would have become Bolohevik,

¥e Germans, said the Chaneellor, would have understood
if §ritain, from the point of view of its own interests, had taken a
Btrong line at the beginning in dhssuading the Italians from embark-
ing upen the adventure. But when the campaign had started, inter-
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vention was dangemus, as it uight have 4he led to the defeat
of one of the very few countries 1:n Europe which had made itselfr
immune from Bolshewism. If he the Uhangellor had heen the British
Frime Minister he would have done one of two things, he would
have sent two or three British battalions o Eake Tana, and de-
fined spheres of influence in Abyesinia or he would have refrained
frop taking any action, ‘To do neither of these things but on
the eontrary to mobilise the League of Netions with Bolshevik
Russia as a leading member, was, the Chancellor felt from the
beginning, to court eertain failure. The Frenech in the person
of Laval had moreover given khe Itslisns a free hand in Abyssinia,
in return for which they expeoted the Italians to stand on the
Brenner Pass, for these olroumstances, Germany had not the slight-
est interest in opposing Italy,

Regarding Spain, the Chancellor said that the English
ware wrong in stating that Germany wished to g4t influence in
Spain, "I am not interested in Bpanish territery nor in its colonied
s8id the Chaneellor. But if Bolshevign ewept over that country,
Germany trade would be vitally affected, I feil to understand
Great Britain's poliey. If Gredt Britain wants to prevent outaide
infiuences from deminating 8pain, she ought to support Franoe,

If this had been done from the beginning, the troubles in Spain

would have oome to a very speedy end.

The Flhrer in hie demonstrative way grasped his brow
with an air of perplexity mnd saild that the 3ritish attitude im
not wishing to support the maintenance of a national 8Spain gomplete-
1y puszled him, Praneo would have preferred Emgland's support;
France wes fueing & 'mew Joeial revolution' and was not a comparable
factor, Our trade relaticns have been gravely affected already,
sald the Chancellor = 15,000 Germana engaged in trade have had to
leave the country. Raw materials, fruit and oil from @pain
sonstituted our trading requirements. The Chaneellor had no
other interest except trede, he was not interested in seeing Italy
established in 8pain, Why were these false idess held in England
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about his poliey, England might be able to lock lightly at the
rayages of Communisn elsewhere, or indeed to regard 1ts spreading
with relative equanimity, If 8pain went Bolshevik, followed by
France, England gould withdraw and rely on her Empire. Ve Germans
had no Empire. Por us the apread of Communism was & question of
existence, %o be or not to be (sein oder nights sein),

That was the renson for their Four Yenr Plan to achieve n relative
independence, How oould anyone believe that his attitude to
national %pein was in any shppe or form enti-English, He wished
thai Emglend eould do something more positive to assist the people
of Gpain, but this attitude on the part of England was no barrier
to Anglo-German understanding, so far as Germany was concerned.

He 414 not believe that Italy had any intention of setting itasels
down (fest setzen) in SBpain. It was unfortunate this divergence
in the British and German attitude, but time alonme woula say who
wae right. 'The Chanoellor deplored most profoundly "the fantastic
stories in the British Press regarding suppoded German moatiaon in
Guernies., (It was olear that these tendencioua reports in The
Times and other papers hm‘t the Chencellor, and mocounted for
the rather heavy atmosphere during the first hour of the discussion,

The Chaneellor then proceeded o refer to what he
regarded as another ecause of estrangement - the oolenial question.
His manner became even nore grave. He directed Dr. Schmidt to
pay particular attention to the Bccuraoy of the translation at thie
stage.

"I am net going to trouble myself with expounding the

oage for our own olaims for cobonies, Jam not going to do
this. It 1s sufricient to repeat #hat England says about our
olaims, and that is for us soarcely tolerable {mchwer ertriig-
lieh), o
"England saye: Ameprias needs a large vast arem to
feed 1te people. Preaisely, Absolutely correot.
Russia needs a wvast area to feed 1ts people,.
Corremt.
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France needs her ocelonies for the same purpose.
Absodutely right.
England needs her Bapire to feed her population,
Good, Quite right.
Holland neads hep golonies to feed her people.
Belgium needs her eolonies Tor the same purposs.
Good, Quite right.
Portugnl needs her oolenies to feed her people.
Good. delbetversténdlich,
But Germany, asy the Englash, in no elroumstances needs
colonies to feed her people”,

"This," saild the Chancellor emphatically, "ia
abaolutely intolerable (unertrigiich),”

"Bueh & view shows neither 8tatesmanship, nor eommen

gense, nor a trace of politieal instinet”,

The Chmncellor did not believe that sueh an attitude
gould be maintained, The English went further. They were not
ebntent with warding off olaime to territories under their gon-
trol, they declare that Uermany should not have any posasessions
&t all from any other country. This was not common sense,

"Ve were back in the atmosphere of November 191g",

"For me", sontinued the Chancellor, "1t was doubly
diffieult to be faced with such an attitude. I have always been
pro-Englieh, Long before § became Chaneellor, in my writing
days, I andvoonted eooperation with Bngland. I have never written
8 single line egainst England. T have always stood for close
ecoperation between the two countries", But this purely
negative English attitude is intolerable (unergréiglioh) this
stubbornness (stour) this unreagonable attitude has made ug
embittered (verbittert) on the German side,

Une thing waas elear, if the Var or 1914 414 not prove
to be the last war, another wap between the two peoples, said the
Chaneellor, would mean the end of the two eountrien, Suoh a wapr
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would be fought to the end, but how would it benefit those who
lived after 1%? He was sure that common sense would triumph,
and that the two peoples raeinlly akin wilh the finest qualities
would not commit suleide.

Lord Lothian stated that England had had no experience
of Bolsheviem, there had only been two Communist M,Ps. singe the
War. lRegarding Spain, most Enjlishmen thought that Spain had
best be left to work out 1ts own salvatien, and would find means
eventually of establishing m Government characteristic of the
Spanish nation, which would be neither a government of Generals
nor Communist, but muthin}phh-m. Anglo-Oerman frietion on
this subjeet would disappear.

Hegarding the eolonial question, this was inseparably
mixed up with economie questions, Territorial exchange was an
extrenely diffioult matter. But 1t was not right to mssume that
England took the view that Germany should have no eolonies, colonksl
adjustment, though not on = large soale, was not impossible.

There ware other quentions, partioularly Eastern Burope,

Lord Lpthian enlarged on naticnality as basle factor in the rodern
world, and how resognition of the right of each to emistence was
the ocorrective of the British Commonwenlth, and had made possible
the new relationship between UsByh. And the Bouth Amerigsn 8taten,
Tas not the eatablishment of & similar rdlationship between Germany
and Eastern Buropean Btates the key to the golution of Germany's
Buropean problemsf If confidence could be ereated in Germany's
will and power to respeet the integrity of Eastern nations of
Burope 1t would make an immense 4ifference in England. Moreover
was not recognition of nationality a basie prineiple of National
Bocialism? Oermany's role in this aphere wan olear.

(The British Foreign Minister, procesded Lethisn, in his apeech
8t Leamington had defined British Poreign Poliey in an authorised
atatement. This waes the British constitution to olearing up the
situation regarding sphere of vital interent. Britein had no
primary inderests in Esstern Burope.
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My, Eden had declared that England would go to war, ir
necessary to defend (1) the integrity of the British Empire,
(2) Prance and Belgium 17 they were wiotims of unprovoked aggress-
ion, (3) Egypt, that meant the fues Canal, (4) R#aq,
England would neoessniily begard problems elsevhere ns matters of
congern beenuse in the nature of thinge the risk of war anywhere
affected everybody. Sut she had ne military obligations op
eomnitments except in these four pleces and Mr, Eden had made
that elear at Leamington.

Hitler stated that 88 regard to the nations of Bastern
Burope, no difficulties were oreated by him, He was entirely in
favour of the independence of the Czech and other peoples, If
Lothian emphaeised the natlonality principle what had he to say
to the elaime of 3.7 million Germans "Ozecho-S8lovakia, to the
Germans of Austris, and to those of Memel",

He hoped that the Czesh would appreciate the point of
view expressed by Lord Lethian, They are trying to denationalise
the Germans in that Gtate, who suffer from severe discerimination,
Thé§ oppression long ante-dated his coming to power. It went on
years before that. It was unbearable, It mey soon have to be
regognised that it 1s unbearable.

Just as Mr. Eden laid down, proceeded Hitler, that the
independence of Belgium mnd Egypt was & matter of dipect eongoern
to England, so Germany had similar matters of direect coneern in
Burope.

If Czecho-8lovekia eontinued ag a "section” (Sektion)
of the Hussisn S8tate finally to suppress the Germans in Camecho-
Slovakia, Germany would have to eay in the sime sense as Baldwin
cnoe stated regarding the Britiah Trontier being the dhine that
the German frontiep lay much further east than its present positidn
Uzecho-3lovakia is alone responsible for the unsatisfactory rela-
tione with Germany, Peland is friendly %o us and would not allow
her gountry toc be an outpost of Ruseia. Another vital aphere inm
the Memel area. Conditions have luproved there of late for the
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160,000 @ermand, But if Lithuania resumes Ber poldioy of
oppression, we shall not tolerate 1% in future, Ve shall move
swiftly, and 1t will not be necesmary to molilise the entire German

Army for the purpose.

+gain, another vital matter which woild call for
action would be the restoration of the Hapsburg menarchy in
Austrin, Baoh = restoration would be in defiance of the will of
90 per ocent of the people of Austria. Such A measure would be
brogght to nought nt onee. Lord Lethian's nationality principle
moreover applied here. The Austrian people were not allowed to
elect thelr government, they were ruled by & papal government
which did not enjoy the comfldence of the people. Austriana of'ten
8tood outelde the Chancellery in Berlin to show their feelinga,
What did Lothdan think of a Government which impriscned a oitizen
for laying & wreath on the grave of his (Hitler%s) parents, who
were Austrian subjects, his father being an Austrian eivil sarvant?

Lord Lothian replied that England at any rate was not
the cbstacle here but Mussolini and the Pope ., The Pope certainly,
said the Chancellor, smiling. Lothian said thet neither England
nor Oermany liked the politiocal activities of the Fope very much,
and jokingly reminded Hitler that one of Prance's ehief supporténs
was the Pope. Vell, said the Chancellor with a laugh, its the
lesser of two evila; he had forbidden his iubspsador to interfere
with Prance's military operations, or to talk about National
Booinlism,

After this diversion, the atmosphere became econsidera-
bly lighter, and there were emiles all round.

litker prooceded to say that no difficulties would ariese
from the Germean side in regurd to BEngtern Eurbépe, But the
Ozechs had no right to gpress 3 million Oermans . Suppoae the
Germane went into 8weden op Dermmark, and behaved as the Czechs do,
what would England eay? Hitler did not see any cause for conflict
with Prance. ‘The Baar question wes solved., ¥ith Poland, the
only difficulties were created by the League of Natlons with ite
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interference in Danzig, Germany and Poland eould find a

harmonious molution, if not interfered with by Geneva. L]
regret the condust of the Lengue of Natlions in this matter.

Lard Lothian asked if he thought the moment propbtious
to continue negotiationd regarding for imstance the Western Pact
and other questions? But he thought that personal econtacta
were at this time of vital importance. There was n great deal of
unfounded suspieion on each 8ide, this would disappear ae soon as
peeple ceme into personal contact, ae the renlity was so different
from the conception based on reading and hearaay, PePaonal
eonfidence between principals was an essential need, as the prob-
lemstc be solved presented real diffioculties and these could only
be solved if conditions of indasssanding and confidence had bean
established Letween the Mbtlem principals, Hitler agreed.
Regarding Pacts, there was one very great difficulty. A pact to
renounce war should be elear and indisputable. But whenaver
Germany offered such i renunciatory pact (Verichts fakt) the
French, the Czechs, and the others agrecd to ascept only with a
"but" - (aber) we have theatkes, they would say, with Russia,
with Czecho-8lovakia which require exXceptiion to be recognised,
They make important exeeptions to the renunelation of war. This
won't do at all. Germany will only sign sgreement to renounce
war in the future without qualifieations. The non-aggresalon
Treaty with Peland, it is true, was open to the objection that on
the Polish side renunciation was eonddtional, But in future
Germany would insist on tresties requiring emmplete renuncistion
of war. In these conditional treaties reference was made to the
League of Hations, as a eontrolling @ector. He had no confidence
in the Lesgue &n this regpect. Thie argument did not inpresa him,
Abyseinia wes a clear example of the sonsequence of plaeing one's
trust in the Lengue,
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My offer, continued the Changellor, of a non-nggreasi o
Pact to Czecho-8lovakia 8ti1] stands, but the eagential condition
of ita conclusion wouldbe full satisfastion of the elaims of the
German minority,

Lord Lothian raised the question of the poseibility or
armament limitation. The Chancellor asked rother ironically would
England agree now to 1imd tation, D14 we flermans start? asked
the Chancellor, Germany began re-arming from the height of the
emell 1ittle hill the Kreuzburg (outside Berlin) and Emgland from
the Bugspitze (the highest mountain peak in Germany in Bavapia),
The Chancellor went on: he had made several important offers of
armament limitetion, in 1934 April, aip limitation, and he des-
eribed the proportional strength he then offered, abolition of
bombing, and of pifensive weakness, he then referred to the econ-
omic Russian armament with its 7000 tanks ete. England alone,
eontinued the Ohaneellor, had accepted one of these offers in the
Faval Treaty.

The Chancallar progeeded to say that in spitd of eVEry-
thing he was convinced that Grent Britain would wizsh to be on
friendly terma with Oermany and cooperate closely with her,

After the Spanish affair was over he hoped that England would be
mREmantm conwinged of German loyalty in this respect, He wished
to say that he the Chancellor welcomed England's @entleman's
Agreement with Italy, He wna of the opinion that friendly relas
tions between England, Italy, Japan and Germany were of the
greateat value 4o ench of these gountries. He expressed the view
that Japan's new position in the Asiatic Continent harmed England
leass than if ht had pushed its expansion in othep directions,
Japan with a population of 90 millions had o rxpand in one or
other direction, English interests wepe better served by the
present position. He liked to think that the old tradi tionel
friendship between Japan and Englund would eontinue. He, Hitler »
would like to encourage this friendahip - he hoped that the British
Government realised that his policy in thias field had this aim -
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of bringing about good relations and cocoperstion between these
four ”t m-

England and Germany should work together, the united
strength of 120 million Oernanic peoples would be an irresistible
power. The British Sea Power, assisted by the German FPleet with
ite 36 per cent limitation, and the German Armmy, which was now
unsurpassed in quality by any other country would be a powerful
guarantee of peace. Others would wish to goin this powerful com-
bination, Italy would be no danger, in shich eircumstances, though
he wished to emphmsise that Italy wished to be mt peace and to
pursue afd peaceful poliey.

Lothians How about the Rhodes idea of Germany,
Englend and U,H5.A,7

Hitler replied; Huch a eombination would of course
be most powerful, but he doubted Whether U.8.A. would depart from
its poliey of absolute detachbnent, He regretted the blunder made
in 1900 when Jeseph Chamberlain's offer was not accepted,

Togather Bngland and Gernany eould defend their vital
intercets with the least expenditure of ef'forty, of preparations
and po on. Their energies could be releaded for other purposes.

The Chancellor in conelusion turned to mbm Mr. Conwell-
Evans who then said opsaking in Geruan that he was very glad to hear
Herr Hitler as head of the Btate eXpress hie gonviction that England
wonld wish to be on friendly terms with Germany sand ecooperate with
her. From his oan observations in Bngland, he could state that frc
the highest quarters to the man in the street, the view of ma Jord ty
in this reapect eould not be mistaken. There weo movesver a
definite improvement in thee reapect in Breitioh opinion; the true
Pace of Bngland could not be pend in tho newspapers. The Britiah
people yearned for good relationa with Germany. Vhen the situation
had eo gfeatly improved, as at present, some mimchance such as Prese
reports (Ouernica) gave certain evil forges on opportunity to check
progress, but the growing strength of British opinicn regarding
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friendly velations with Oormany wes such $hat he felt he wished

to ednfimm 17 possible the gonvineed baliefs of the Chancel lop
regarding our future relationship.

The Cbancellor steated that there should be no Preas

reports but etated tp ¥BE O-k thut he A1d nog
taking notes,

objret to his




W May 4th 1937.

In recelvlng the two vlsltors, General Uoering sald that as
Mr, Conwell=Evans spoke Uerman there was no nesd of an inter=-
preter, and a dlsoussion of 2§ hours took plage with no one

alses present.

Usneral Ucerlng wore a white unliform, and looked genial
with hls clear blue eyes and olear complexlon. He llstened
wlth the greatest attentlon and serlousness mnd his replies were
slowly delivered.

He sald that Lord Lothlen was one of the vary very few
statesmen ln England who showed any sympathy for Germany's
troubles. [His vislt to Berlin at & tlme when the sy was over=
ocast with dark olouds gave hlm (Heneral Uoering) & glimmer of
hope. Uocerlng sald that he was for co-operation wlith Epngland
on two grounds

(1) because he was m loyal servant of the Fushrer

(2) because he was himself convinoced that the harmoniocus
development of the world depended on the co=cparatlon of thease
two great natlons. He hoped that Germany would never seok
securlty or never be compelled to meek other ways than the Anglo=
Usrman road.

iothlan said that he entirely agreed about the ilmport=
ange of Anglo-Uerman co=operation fer peage. He thought that
there were two maln qun:l::“r:;:u England and Germany,Eastern
Europe and the colonia l/question,

The diffleulty regarding Eastern Europe arose from the
fact that although England in the Great Wap fought for her own
securlty primarily, oplnlon was profoundly impressed by the
declaratlons of the leaders, mnd partleularly of President Wilaon,
aboat freedom for all natlons, and from the war aross the new
natlons Czecho=Slovakis, Finland, Poland, Yugoslavia; 1n the
Britlsh Emplre Ireland and Egypt had self-government and progreds
in the same directlon was taking place in Indla and o laewhere,



Matlionality was a basic faotor to be reokoned with.
What were Germany's relatlons with Eastern Kuropean natlona
golng to be? If Germany ohose the right methed - for 1t was
& guestlon of method -m underatood that natlonal scclallsm
recognised the right of all natlonalitles to independsnce -
British publlc opinlon would be reassured and confidenoe would
be stabllimed.

Mr. Kden had shown that British vitel lnterests dld not
1lle in this sphere. At Leamlngton for the flrat tilme an
attempt had been mede to re-deflne Hritish polloy in terma of
reallity. In that speech the Forelgn Secretary with the approwl
of the Cablnet had defined the polnts for which Great Britaln
Would ge to war and & definition of these vital lnterests was
regarded an important contributlon to peacs. They ware:

(1) The lntegrity of the British Emplre. (2) The seourity
of France and Belglum agalnst unprovoked fggresslon. (3) Egypt =
the Soues Canal. (4) Irak.

If a serious orisis dld happen Lln Fastern Europe,
declared Lothlan, 1t was a matter of how Britlsh publia opinlon
would react. It would depend on the elroumstances. But 1if
Usrmany could convinee British publlie oplnilon that Lt has no
lntentlon of destroylng the lndependence of other non=German
reges 1ln Eastern . the sltuatlon would be lomensely
slmplified, especlally if Germany protested the Fastern States
agalnst the growing power of Kussism. Lord Lothlan drew the
amalogy of the relatlon between England and the Uomlnions, U.5.A,
end the South Amerlcan State, Lln which the prineiple of
natlonality was recognised as the nhecessary basls for organlasa=
tlon.

Secondly there was the colonlal question, stated Lord
Lothian. Terrltorial change was a formddable problem, always
the moat dlrfioult. It affeots the natlonal pride and the
vested lnterests which have grown up. England recognlses that



there are two policies dpen to Uermany ;-

(1) the Blsmarekian, in which Usrmany's interests in Europe
Are paramount,

(2) that of the Kalser, Willlam II, expansion aoross the seas
iavelving a navy Posalbly superlor to the British or
American, and sventual sonfliok,

He did net think that UGsrmeny today contemplated the
second polley.

On these bases Lord Lothian aig net see any insuperable
obstacles to ocloser Go=cperatlon. If confidence were eatablish-
od as to ultlmate purposes, the response would be rapld 1in
England, an exploration of all these questions was important,
as mutual confidence would meke the settlement of other
questlons more possibla.

General Goering sald he woula discuss questlons on the

basls of realities (real basis),

Speakling with emphasia he declared what Germany's attlituds
is to the British Empire,

It 1a Uermany's primary intersst not to se8 & Weakenlng
of the British Emplre. Cermany has no territorial olaims In the
Zmplre. The General would E0 80 far a8 t0 say that If the
Eritish Empire wers gravely menaced, it would be Ysrmany's
interest to come to Lgm support,

Uermany, moreover, respeots not only the territorial
integrity of the Empire but ell these English vital interests,
such &8 the status quo in the Weat, Belglum, the Franco=German
frontler, the Mediterranean, Egst Asia. But England should
concentrate 100 per cent dn ites own LInterests and not pursus =
doubtful peliey in pursusncs of the wague requirements or the
League of Natlons,

Germany has no sort of wish to Interferes (mutasten) with
English interests.

As for Colonles, continued the General, naturally U rman
Wishes to have ocolonles,
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We need raw materials,

But as lmportant, Lf not more lmportant, is our legltl-
mate lnfluence on the Continent.

It 1s surely not opposed to English interest that Germany
should have an interest sphere ln Esstern Europe. Hussia ocan
be & menace to the British Emplre ln India, Persis, East Asla.
A strong Uermany would be waluable from the polnt of view of
British lnterests.

In fleld of real politiocs, there ls no great polnt of
dlspute (gegensaten). The western frontler of Uermany = the
Frapnco=Usrman frontier is regulated for ever. It will not
be changed. Even Lf Franoes attaoked “ermany and Garmany in
self=defence ocrossed the frontler, Lermany would not changes that
frontier unless England took part in the struggle,

These are psychologleal diffliculties, proceeded Goering,
arlslng from the different political regime in emoh country,
demooratlc in the one - sdbfalled dictatorship in the other.
Usrmany was not ruled by a dictatorship, the popular will pre-
valled though in a form different from that in England, We
respect the Britlsh form of demoormoy - not the slightest
diffleulty would be caused by us regarding it. but we have
another form of democraoy more sultable to our character and
tradltlon.

England should preserve lta demooracy with the greatest
care - he saw signs of 1t weakening through the inocreasing power
of Left foroes in England, and the weakening of the Two-party

aystem,

There were different polats of view regarding Church
questlions. We were not agalnst the Chureh or any religlon =
We merely attempted to prevent politics belng conducted from the
pulpit. There was here no fundamental différence batween
Epgland and Uermans.

Noew regarding a full statement of the alms of Uerman



forelgn pollioy, there were diffioculties. The relatlons between

the British Ferelgn Ufflce mnd the Qual 4'Orssl well well=known,

Before we made such a statement one should be assured that every=
thing whioh we said today to the Forelgn Office would be known

to the Quai 4'0Orsal within twenty=four hours.

lan, however, set forth general alma.
liere is @ sina qua non.

(1) € milllen Austrians are an organle part (Heatand Tell) of
the Uesrman natlon.

Austria after the war in the la t paregraph of its constltu-
tlon lald down that L1t was a part of the German Emplre (Bestand
Tell des Deutschen Helches). Hostile powers prevented the self~-
determination of this people, and now a papal government holds 1t
down, Austria is not the conocerm of other states,

(2) There are 4 million Uermams in CEecho-tlovakia. General
Goering msked what would England say If 4 million Engllishmen
Were oppresssd by Ireland. What solution would England offer?

The Uermans were nelther better nor worse than the Englliah
in thls respeot.

(8] There was Danslg, whioh was Uerman.

Then Uenersl Goering procesded, the colonlal problem
could be settled ln & friendly way; one should also glve Uermany
the posslbllity of developlng trade and Lnfluence in Eaatern
Europe, economlc agreement might recognise speclal spheres, and
also co=ojeration ln other spheres. England should glve
Uermany absolute recognition of equallity in regard to reapect fop
her vital interests ms Germany does in the cass of England.

Loxd Lothlan in reply stated that England recognlsed that
Yermany was not pursulng the Kalser's pollicy = the naval agreement

with England was & proof of this, and was highly appreclated ln
England. As a national compliment England had not lntroduced
oconsorlptlon.
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General Ucering interposed he would not regard refrsining
from consoriptlion in England as & compliment to the naval treaty -

not at ally ‘They, the Uerwans, did not mind & large army in
Britaln.

Lord Lothlan contlnued: The impenderabllis are important as
Blsmarck had stated. It was not by upsettlng the lntegrity of
other natlons that pemoe or lastlng stabllity woudd be resched,
Some colonial adjustment might be possible = 1n the West Afrloan
area = but 1t would be falr to say that a large scale change would
not be possible. The diffioultles oreated by publie oplnlen
would be too great.

General Goering sald that Lord Lothisn's princlple of
naticnallity should apply to Austria., What would Lothlan say
if the Austrian pecple slected topome, ln some way, Lnto the
German Emplre, agalnet the protestes mlone of the Austrlan
Uovernment. Here no question of war would arlase. It was a
ocase of the people's wlll.

In paaslng Goering stated that Ao Austrian would ever take
up arms agalnet Germany = 1f war broke out the Austrians would
come over with flylng colours to the German slde.

Applylng further the principles set out by Lothlan,
Goering sald that the relatlons between Germany and Yugoslavia
fully mnswered to these. They enjoyed the very best relationas
with that country, and would come to lts ald were it mttacked by
any country, Italy, Hussla or Hungary. They had alsc exoellenk
commercial relatlons wlth that country.

Wlth Poland, and Czeoho=Slovakla the posltlon was not so
glear. Frenoh influence was motlve. bBoth countrles suffered
from a bad consolence beocause sach contalned milllons of German

cltigens, and for that reason Uermany was regarded as & menace.

Cgecho-Slovakla was s0 much under Russian influence (in
Russischen Fahrwasser) that a change ln the sense suggested by
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Lothlan was gqulte imposalble.

Poland might perhaps offer wholly friendly relations one
day, but Cresho=5lovakin never.

General Goering ocontlnued: Lothlan should understand that
England ls & saturated power.

But from Bermany everythling had besn taken away} Uermany
lived ln narrow conflnes, with s growlng populatlon, 6UU,000 surpls
births over deaths, lnoreaslng soon to a milllon.

dhat ls golng to happen to us? England should agree that
an agresment must be a falr and a real one, an agreesment requlring

Uprmany to renounce all her clalms would be of no value.
The Germans would not follow the polloy of Willlam II.

They were not golag ln for a strong NMavy. The naval Treaty
was & proof of this attltude.

England had dlstributed lte peoples mcross the world.
Was 1t golng to objeot to Uermany a modest solutlon of Lts
diffloultlea?

Lothlan seemed to have proposed m small change 1n ocolonlal

matters, as for the rest, thinge were to remalpn as before.
Jermany was to renounce her claims te Austrle and so on.

Such & one=sided proposal was no paoct, provided no basls
for an anderstandling.

Goering procesded that he regretted to see Hritlsh peolley
wenkened by a hypnotle fear of Uermany = bBritalm had lost a great
deal in all direotlons because 1t had mllowed ltself to fall under
this moat unfortunmte hypnosis = that was the cause of 1ts fallure
in the Abysalnlan affalr and he could name some otharas.

It misinterprated on that mcoount Germany's pursurance of frilendly
relatlions with Italy and Japan.

Goerlng further stated that a feellng was beglnning to arlise
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whieh he deplored.

The ordinary German was beglnning to feel that whemever
the German hand "plucked m feather from a goose, the English
boot was lmmediately mpplied to kick the German hand away”,
England, in the ordinary Uerman's mind, might soon be regarded as
the country which opposed Germany's olaims to oolonlea, to
Osrmany's rights in Eastern Europe, that England stoed in Frague
preventing a sclution of the German question in Cseoho=Slovakia;
that England prevented a just solutlon of Auvstria, of Dansig and
Wemel and so on. This was extremely dangercus. He hoped that
such & polloy would not contlinue. The German Government was
dolng everythlng to prevent the spreading of this feesling,
because 1t lald sush tremendous value on Anglo=Uerman cooperatlion
He begged Lord Lothlan to reallse that the two ccuntrlies should
not let themselves drift to disaster. He spoke with great
sarnestness. Uermany was not a mensce to Eritain, why
therefore did Britaln pursue thls polioy mgalnst Germany.

With Britaln Goering wlshed to co-operate. He felt 1t to be
somewhat awkward and sgalnst the grain (wickwarks) to oco=
operate with Italy; it was not what they primarily wished,
but 1t was better than having mo friends at all.

He deolared with the utmost solemnlty that Germany at
the present time had no agreement (allisnce) with any country,
neither wilh Japan ner with Italy.

Nothlng ls lost yet, continued Generaml ﬂnuh{g. But
England should be the Cirst eountry to spprecolate the faot that
Uermany would not allew her people to be oppreased. Germany
should be treated me a real Partner with the responsibllitlies
of "working" Partner of egqual renk.

Lord Lothian in reply sgreed that we had reached a
dangerous stage. At the beglnning of the gentury England and
Uermany had drifted apart and sach had begun to look for Allles.



Do not let us repeat that tragedy. Where were the real
diffloulties? There was a difference of oplalon as to the
extent of colonlal adjustment. But England regarded Emstern
Europe as Uermany's sphere, provided Uermany would be the
protector of the lndependesnbe of the smmll natlons, It seemed
to him the questlion narrowed down to their detmchment from
depsndence on France and Russla but that would only be possible
if Germany guaranteed thelr independence. With thls sonoluslon
Goering most emphatlioally agreed and sald in reply to Lothi,,
that ln a Csecho-Slovakia friendly to Uermany under these
cirgumatances, the Sudeten Deutschen Problem (the Lerman
minority) would be readlly solved wlthout terrltorial shanges.

General Ucering was sc lnterssted ln the discusslon
that desplte the warnings of hls Adjutants he allowed himself
to be late [or lunch wilth the Fuehrer,

He had returned from Italy the previous day.



DAL SOMACHT. _ smy bth 1937,
At the Nelohsbank. Present Lord Lothian & Mr.Coawsll Evans.

Lord Lothlan repeated the views he had placed before the
Fushrer and Goering regarding the need for eatablis lng confldencs
(see previcus pages).

Dr. Sohacht sald he was glad that the visit to him showsd
some appreclation of the buslness world, as too a:::n importance
wes attached to Netlonallism and to Soolaliam, but/to those people
who pald for both, England should encourage the buslnass people
in Uermany to play thelr rightful part. How throagh control,
and also the vast socale public work scheme, they weres rather in
the baokground.

Heplylng to Lord Lothian's remarks regarding the lntegrity
of Fastem natlons, solmoht sald that the old Natlonal Soolallat
polloy of looklng towards the East was loelng Lta appeal even
among the party leaders. It had no reallty.

Poland was an over-populated oountry, sc was CEscho=
Slavakia, Austris and other states. Even Western Hussla was
over=populated. What could Germany do with such asountries,
poor too Ln other respects HJ.:lu;:nt.'l.n.g in rew materlals needed by
her and without any great qsuultuul supplies for export.
Moreover teritcrial expression meant war, a very costly means for a
very doubtful result. War was the most fatal of all methods.
But the ldea of self-determination should also be applled to
Uermans as to Xhsxp other peoples, the Uermans ln Austria for
instance. As for Czecho=Glovakla the name was an offsnce to
the Germana of Gohemla, Craoho=Slowkia was an artifiolal
orsatlon of the pemos tremtles, It mtm anolent natlonallty
at all. No Uerman would ever call himself a Csecho-5lovaklan.
The inhabltants were German, CzZechs and Slovaks. At the same
time Schacht stated that the Germans in CEeohd= Sloewakla glven
oultural autonomy should remaln ln that country. He dld not
approve of secesslon,

Schacht peooceeded to draw m ploture of a Garmany of 67



mllllon people mmd growing.

What 1s to happen to her? She noeds to be fed. Her
posltlon ls unigue AmOng great States. She need not be con-
cerned with the little States all of whom can practloally feed
themselvea.

Consider, however, the positlion, ALl great states sxocept
Germany can feed themselves. 1.5 sie Russls Franoe with her
coldnles, Great Britaln with the bmpire. Germany mlone ls
olosely confined to a narrow space and deprived of a sea
pesition. ©She needs Colonles; What oolonlea? It la natural
to answer her former oolonles, though she would not lnelat upon
these 1f she were glven equlvalents elaewhere. All countries
should contribute. Hoosevelt mlght take the lead in calling
for a sentributlon to the solution of Germany's economle problems
to which many countries would nu;trihuh-. He would sontribute

under the head of war debta. This was not & small fmntter,

It was & vital matter. The peace of the world was involved In
finding & solutlon and 1f the natlons knew that by these relative-
1y important conocessions they would assure peace they would
readily pay the price. People objeoted on grounds of strategy.
On the contrary Uermany's colonles would be 80 many hostagea
to fortune, particularly In view of the Anglo=Uerman naval
Treaty,.

Besldes, Schacht would undertake to mccept the most
binding restrlictlons. They would not lnalst dpon soverslgnty
provided Germany would be in charge of economio Arrangemen ta .

Sohacht thought if refussl was persisted in, Hitler would
oome to the view and might state publioly, namely that "He,
Hitler, had agaln and sgaln attempted to mrrive at & penosful
sattlement with England, had agaln and 8galn offered a peaceful
solutlon of the colonlal Question. This had beesn refused.

He would then add that the responslblllity for m intainlng mace
was no longer his,"

. Sohacht proceeded to mllude to Amery's advlce te Ugrmany -
¥oa ean't have colonles, but kastern Europe lies before you.



This was most lnhuman advice, Bhile Bngland site Ln the
mldat of peace and plenty, Germany was belng advised by
Englishmen to make war agalnst Fastern countrles to dlvert
her energles from conatructive tasks, Uermany did not intend
to de so,

Lothiian repeated his arguments that the key to the
solutlon of Uermany's problems In Europe was unreserved accept-
ance of the soverelgnty of these natlons,. Then as in the
oase of US.A. and in Ureat Britaln a resl economla sclutlon
would be posslble mnd Eastern Europe would be safe under
Usrman protectlon.

Sochacht sald that offered no diffloulty. Of course the
treatment of Germans ln Csecho=5lovakla Wwas the cause of
serious diffloulties, thers was banzlg and Austria. As for
the rest, where should diffioulties ariss?

Iethlan sald that there was now so much susplelon about
that there was urgent need of personal contaots between
responsible pecple.

Schaoht sald that he would be prepared at any time to
oome to England. He thought personal contaocts should be
betweaen Minlaters, He deprecated long preparation of publio
eplnlon a8 & prior condlitlon to meetings - public oplalon woul
be beat educated by meetings of responslble people in the
near future.

Sohaoht contlnued:if Germany lived under normal condl-
tione of economla opportunity, all the rather strange ldeas,
anti=semitlem, raolaliam, would disappear. They are the
result of the terrlbls pressure and privatlon which the
Usrman population has had to bear slnce Versallles. lormal
condltlons would bring normal thoughts. English were wrong
in repressing Gemmany to become normal firat,. When you are
normal we will do something to alleviate the situation, It
was the other way round.

We had tried methods of persunsion, of fulfilment, of
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bowing and soraping. Think of the efforts of Muller,
Stresemann anl Bruning. I would not have voted for Hitler
in 1925, but I dld in 1930 as dld every decent Usrman llkewlsas

Sohaoht agreed that the handling of the Jewlsh questlon
waAS wrong, but soee thing had to be done to reduce the Jewlsh
domination of the German natlonal and cultural life.

Sehaoht warmly approved that personal contaots should be
established. The need was urgent, and the time was short.
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THE UNDER SECRETARY OF STATE
BN WASHINGTON

A December 16, 1937

My dear Mr. President:

The British Ambassador yesterday gave me
for our confidential information the memorandum
which I attach herewith, This memorandum covers
the conversations between Lord Halifax and Hitler
a8 related by the former to the French Prime
Minister and Foreign Minister on the occasion
of the visit of the latter to London on Novem-
ber 20 last, I think you will want to read it,

I also enclose a memorandum of my conversa-
tion with the German Ambassador on November 29
relating to the same topie, You will notice
that the German Government advised us confiden-

tially of the results of these conversations a

The President,
The White House.
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congiderable time prior to the date upon which
the British Government gave ues information with
regard thereto,

I think you will consider as particularly
significant the statemente made by Hitler to the
effect that he was willing to agree immediately
to qualitative limitations upon armaments although
that phase of the conversations is barely mentioned
in the British version of the conversations,

Believe me

Fgithfully yours, f\ {&ﬁi

Encs.
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Mano from Sec, Hull to President =

Mﬁ elippings and menorean dum fn answer to

Pres, request for quotations from Goering and

Mussolinil concerning democracles.

SEE-=Cordell Hull--Drawer l--1938
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Feb. 10, 19538,
Pres. lilemo to Admiral Leahy--attaches oxcerpt from Col Lindbergs!
letter on German Aﬂ.ltim planes ete. for his informati-n
Leahys reply attached also memo from J. Keunedy and Gray

SEE=ellavy folier<Draver l--1938



oral account of a conversation on March 3rd

between Sir N, Henderson and Herr Hitler at which
Herr von Ribbentrop was present. ~The latter 1is
coming to London for two or thersee days this week
when Lord Halifax will have a conversation with him,

SEE-=Sumner Welles folder-Drawser 1--1938



DEPARTMENT OF STATE
WASHINGTON

PI; ;gglﬁgfgi to March 11, 1938

My dear Mr, McIntyre:

I am enclosing herewith a letter from Prince
Louis Ferdinand of Pruseia addressed to the Preeident,
which was forwarded to the Department by the American
Embasey at Berlin.,

The Embassy statees that this is a letter of
thanke to the President for the good wishes expressed
in hie letter of January 12, which was delivered to
the Prince through the Embassy.

8incerely yours,

Enclosure: fgﬁw
Letter, Chief &f Protocol.
The Honorable
Marvin H. McIntyre,
Becretary to the President,
The White House,
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March 12, 193¢,

Memo to Johnson, Acting Sec. of War
attaches memo sent to Chief of Staff

in re-Rumored attempts by German and Italian
Nationals to obtain certaln concessions in Mexieco,

SEE==Touis Johnson folder-Drawer 1--1938



March 16, 1938,

Memo to FPresident
From Sumner Welles
Enc, memo of talk he had with the German Ambascador
on March 14, 1938,

SEE-=Sumner Welles folder-Drawer 1--1938
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47 EAST 65TH STREET

Maron <8, 19.8,

Dear lire, “arren,

Of couree 1 deeply appreciate your feelinge in
the matter in regard to I'r, Schuschnipg. I alec fenl
that anythin: that eculd be done should be done.

“n the cther hand, I am ocuite sure that the
State lepartment ie¢ fully aware of the present eituation
in regard to Dr. Schuschnigg and that in line with the
Preeident'e recent statemente, he desiree to offer every
asgietance to thoee who are seekins to leave Auetria
that representatione have been made throngh American and
other Hatiocnal representatives in Viernma looking to the
release of Dr, Schuechnige.

jféem/%az,’/

P A
G @t *
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1148 Fifth Avenue
New York City

March 26, 1938

Dear lrs, Roosevelt:

I am writing with regard to a mat-
ter which a German Catholie priest, & certain Pather
Heinhold, told me about a few days ago, and which may
appear as important to you as it does to me. Father
Heinhold was exiled from Germany in 1935 and formerly
lived in Hamburg. He is both a ocultivated and intel-
ligent person, and is now a professor at Portsmouth
Priory, near Newport, which is a Benedictine founda-
tion.

Father Reinhold told me that the
former Austrian Chancellor - Schuschnigg - is, accord-
ing to the press, a prisoner of the Nazi Storm Troop-
ers, in the Belvidere Palace, Vienna, and that his son
is held as a hostage for his father, The fear is
that Dr, Schuschnigg will either be assassinated or
imprisoned in a concentration camp for a long period

of time,
Father Reinhold is & friend of Ir,

Schuschnigg, having been & fellow-student of his at ‘
the University of Innsbruck many years ago, and re-

cards him highly., He believes that if informal re-
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presentations could be made by the American Government
to Baron Neurath, the President of the German Covern-
ment's Advisory Couneil on Foreign Affairs, that Dr,
Sehusehnigg might be released and allowed to leave
Austria, In the case of Bruening, the former German
Chancellor, who likewise was a prisoner and in danger
of his life, informal representations were made by
the British and French Ambassadors in 1933 tﬁ Baron
Neurath, and which resulted in Dr, Bruening's release,
permitting him to escape in 1934, This incident was
related to Father Reinhold by Dr, Bruening himself.

In consequence Father Reinhold
believes that if the situation concerning Dr. Schus-
chnigg could be brought to the Administration's at-
tention without agitation or publicity of any kind,
Ur. Schuschnigg's safety and release might be obiained
by means of an informal end friendly application to
the German Government.

Since Father Reinhold is unable to
act in this matter I am taking the liberty of writing
to you about it, with the hope that if you thought it
wise it might be brought to President Roosevelt's at-
tention,

With kind regards, and thankingz you
in advance for anything you may be able to do in this
matter,

Sincerely yours,

v c’.‘#ﬁ:’”—-——



April 29, 193g.

Confidential Telegram from ‘Iﬂluon--ﬂu::rmnn:
To Cordell Hull

In re-Hellum

Atta etter from Cordell Hull to President

and eo of his letter/ to Sea. of the Interior,
copy @0, Swamsons'! letter to Sec. of Iaterior

and copy of Sec. Woodring's letter to Sec, of Int-rior.
All de with the exportation of helium,

SEE--Hugh Wilson-Foreign file-Drawer 2--1938



DEPARTMENT OF B8TATE
WABHINGTON

May 9, 1938.

My dear Mr. President:

I enclose, for your information, a copy of a letter
in regard to the exportation of helium which I addressed
on May 6, 1938 to the Secretary of the Interior, and
coples of letters on the same subject addressed to the
Secretary of the Interior by the Secretaries of War and
of the Navy on April 27 and 29, respectively.

Faithfully yours,

l. To the SBecretary
of the Interlor,
May 6, 1938.

2. From Secretary of War,
April 27, 1938.

3. From Secretary of the
Navy, April 29, 1838,

Enclosures:

The President,
The White House.



DEPARTMENT OF STATE
Washington

In reply refer to 6, 1938
CA 811.669 Hel adio
Zeprelin Transport, Ine./76

My dear Mr. Seeretary:

I acknowledge the receipt of your letter of April 18,
1938, in to my letters of Mareh 15 and April 5, in
regard to proposed sale of a quantity of helium for

export to

I am not interested in the commeroial exploitation
of helium but solely in carrying out the duties relating
um-muuummamuauuwm
Helium Act, and, in the case of particular proposed
shi t to to which letter refers, in
lﬂm.. Af poselble, any ac unth-pnﬂofiﬂ.-
Government whiah -uhi unnecessarily Jjeopardize Ameriocan
interests in Germany or give rise to any well-founded
charge of bad faith on our part.

You are correot in underetanding that I do not
conour in the posal t, in oconnection with the pro-
posed sale of ium for exportation to Ge one=half

million deollare be f a8 the amount to be stipulated

surety bond required under one of the amendments to
the "Regulations Governing the Production and Sale of
« As I intdmated in my letter of April 5, there
does not & to be a necessity for the imposition of
teoever.

Ae {: have requested my opinion in this matter, I
t the tlons Governing. the lmrutiﬂ

Helium Gas, whioch were approved onm September 3, 1937,

the National Munitions Control Board and the authorized

representative

g

The Honorable
Hareld L. Ickes,
Seoretary of the Interior.
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representative of the Department of the Interior as required
by the provisions of the Helium Aot appear to me to provide
ample safeguards of the mature of I.I'nn which the amendments
to the sales regulations are a rently designed to afford.

to the advancement of commerclal
aviation P8 and the poliey of this Government as
indicated the letter signed h.r.{h- Secretaries of State,
War, the Navy, Commerce, and the Interior which was trans-
ted 11-]“ President to the Chairmen of the Military

Transport, Incorporated, with the unanimous a of
all -'.f: members of the National Munitions Control Board
and the Seeretary of the Interior, as required the pro-
visions of the Helium A-t{hh the aotion of the Pnnnt
of Commeree in mnum‘ e proposed schedule of flights
by the 3 action of the Navy Department in
leasing 1 faollities at Lakehurst for that airship.
In view of these faots, would it not seem that these amend-
ments are both unnecessary and undesirable?

Furthermore, these amendments l:?ht be held to constitute
2n enoroachment on the jurisdietion the Mational Munitions
Control Board as that ediction is defined in Beotion 4
of the aet. The effect of the amendments would apparently
be to ocontrol, and perhaps even to prevent, the exportation
of hﬂ.h‘: although the H:Lmabulg :;:- th: control of
exportation rests, under rme a0%t, upon a group
of six Cabinet dﬁ-m rether than upon one alone.

You may agree with me that it would be advisable to sub-
mit the question raised by this apparent confliet of Juris-
dietion to the Attorney General for his deoision. If, how-
ever, you find, after further sonsideration, that my positioen
in regard to this matter is well founded, 13 1o possible that
L- may wish to recommend to the President that the amendments

rescinded.

The letters addressed to ou the Seoretaries of war
mumnunnmlwu lg.lﬂ-l. respectively
would appear to gonfirm in full the statements ﬂﬂma to
in my letter addressed to you on April 6 to the effeot that
"safeguards already provided by the Helium Aot and by the
export regulations issued thereunder would seem to be

sufficlent
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sufficent to preeclude the negessity of a provision for
liquidated damages® made orally by the experts on lighter-
than-air navigation designated by the Seoretaries of War
and of the Navy to advise the Seoretary of State in the
carrying out his duties as Chairman of the National
Munitions Control Board.

In regard to the safeguards against the misuse of
helium exported from the United States contained in the
Helium Aot itself and in the export regulstions issued
thereunder, I may point out that it is not proposed that
the total quantity of helium which has been allotted to
Ameriocan Ze in Transport, Incorporated, be exported at
one time. allotment contemplates exports of helium
extending over a period of one year and the gradual ex-
portation of the helium is assured by the requirement that
a series of export licenses for partial shipments be obtained
from the Seoretrry of State in accordance with the schedule
of rtes which was submitted under oath with the uest
for the allotment. This schedule of exports was ully
consldered by the military and naval experts designated to
advise the National Munitions Control Board. They took
into acoount various factors such &s the quantity of helium
required for the initial inflation of the LZ-130, the
probable lose during operations of the ai a8 A result
of dissipation of helium through the walls of the aireraft,
the neoessity of ocoasional valving to offset excess

, and available faollities by which such losees may
to some :xtent be obviated. The object of this sudy was to
determine whether the proposed schedule of exports was
limited to those quantities of helium which would be suffi-
olent only for initial inflation and required test flights,
current needs for reinflation after eagh flight, and a
reasonsble reserve for emergency losses.

Should any attempt be made to use the LZ-130 for
purposes other than se specified in the reguest for
allotment, or should there be any reason to suppose that
there was any disposition on the part of the German gompany
or the Jerman Govermnment to put the airship to any uses
other than those spesified, no further export licenses
would be issued under the allotment, all outstanding 1i-
censes would be immediat revoked, and with the unavolid-
able diseipation of the fum already on hand the operations
of the airship would necessarily have to be discontinued in
short order or hydrogen substituted for helium.

All
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All the evidence which has been obtained directly by
thie Department and all the evidence tranemitted to me as
Chairman of the National Munitions Control Board by the
¥ar and Navy Departments indieates definitely that neither
Deutesche Zeppelin Reederei, G.m.b.H., nor the German Govern-
ment has intention whatever of ueing any of the helium
to be -nﬂu under the allotment mentioned above other-
wise than for the infletion of the airship in commer-
elal operations between Germany end the Uni tes.

I have exazined the meémorandum prepared by Mr. Richard
C. Horne, transmitted to me with your letter. I venture
to suggest that, in evaluating any statemente made by
Mr. Horne in mrd to the exportation of helium, it should
: nhri in uthlt he ;.l the llmlstm r-mlﬂ;:;h-

=American 8, Incorporated, a com

ges to dﬂﬂlmﬁur-thn-ir uﬂpt!m in the United
tates and apparently entertains the hope that competition
by forelgn companies may be forestalled. I have no further
comment to meke in regard to Mr, Horne's memorendum.

I am transmitting coples of this letter to the Presi-
dent and to the members of the National Munitions Control
Board for their information.

Sincerely yours .

CORDELL HULL
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In reply refer to 0-4
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LCs
April 27, 1938.
The Honorable,
The Seoretary of the Interior.
Dear Mr. Seeretary:

Receipt 18 acknovledged of your letter of April 16, 1938,
eoncerning the foreign sale of helium for airship inflation.

It 18 noted that you are unable to determine what relation
the amount of liquidated damages proposed in the joint letter of
the Seoretaries of State, War and Navy, of March 15, 1938, and
gonfirmed in the letter of April 4, 1938, from this Department,
beara to the amendment to the regulations governing the produc-
tion and eale of helium which was repared by your department.
The amendment in question, althe of direet concern to the
Wer Department, was not referred to this Department prior to
ite adoption. Had the Department been consulted in the matter,
it would have advised againet the inelusion in a commercial
contract, for ressons substantially as stated in the letter of
April 4, 1938, any features which sought to econtrol military
operations by the eraction of a forfeitable ocash bond, Being
faced with an accomplished faot which placed a eertain respon-
8ibility upon the Seoretary of War, it was felt that that re-
sponsibility could best be met in the manner stated in the
above mentioned Joint letter of Marsh 15, 1938.

It 1s the opinion of this Department that the intent of
the Congress by its passage of the Helium Aot was that helium,
& natural commodity of which the United States has known re-
sources greatly in excess of ite own domestie needs, should,
for humanitarian reasons, be made avallable to other nations
for commercial uses. Certain features were included in the Aot
which were designed to safeguard the intereats of the Natilonal
Defenses and prevent any helium which might be exported under
the Aot from being used for military purposes. At the time
the Aet was being considered by Congreess, the War Department care-
fully examined se safeguarding features and desmed them eatin-
faotory for the purpose. The ohief safeguard in thie respect is
the responeibility placed upon the National Munitions Control
Board to determine whether or not exported helium 1s to be used
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n, the military value of lighter-than-air
oraft of all kinde depends upon the situation of the nation
wishing to use them. Lighter-than-alr oraft have little
offensive value. In the opinion of this Department thelr
operation under Eurcpean eonditions, in olose proximity to
anti-airoraft artill and within easy range of n‘r {or-
formance shore based oraft, would be 1 t with risks
that would outweigh the possible advantages that might be

In more direct response to the stione raised
in the third paragraph of your letter: i

Firet - It is hardly ruﬂh that 10,000,000
ou. ft. of helium could be used for military
purposes in Europe. If it were so used, the
resulting performance of lighter-than-air
oraft would not be as effective as that
obtainable with hydrogen, and sinoe this
quantity of helium would be rapidly dis-
sipated, it is not probable that helium
would be used in any European military
operations.

Second - if helium were used for military

ses, it ie doubtful that 1t would re-
sult in saving the value of any lighter-
than-air apparatus. Helium is not known
to have saved the cost of any lighter-
than-air apparatue as distingui from
saving the lives of people carried.

Third - 1t 1 diffieult to appraise the
value of military observation balloons oon-
taining 10,000,000 ou. ft. of helium be-
oause no nation has seen fit to empl

helium in observation balloons, lu-[x:
because of the diffioculties and expense of
deliver helium to the balloons and be-
oause 80 doing would reduce the performance
of observation balloons to a point below
that obtalnable with hydrogen. The value

of military balloons, regardless of what 1is
used to inflate them, is a moot question on
which the Ravy llqm-‘nnt is not the best
lllmz- 80 far as naval operations are
oconeerned, observation balloons are entirely
obsolete. The use of helium in barrage type
balloons, such as are reported as being oon-
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gldered by certain Eurcpean nations for
proteotive purposes, seems impractiocable
because the altitude obtainable with such
balloons with helium is much reduced over
that obtalnable with hydrogen.

To sum up, it seems apparent that there 1s no I!I.ll.t!r{
value in helium itself. It all depends upon how it 1as employed.
As to the quantities of helium, herein discussed, the military
value of helium to a European nation would be insignificant.

The problems of malntalning a supply of hellum for war pur-
poses le so great that no nation has ever seen it to base
military plans solely on helium. For military use, hydrogen

ie superior,

The memorandum transmitted with your letter has been
examined. As to the accuracy of its quotations, a reading of
the entire testimony, from which these guotations are partial
extraots, will ghow the inconslstency of the memorandum with
the full testimony. In regard to foreign buillding of lighter-
than-alr craft for military purposes, t Navy Department has
ne information that indicates that any European power 1ig build-
ing such craft for military purposes. It 1s reported that
there 1s socme construotion of small commerelal alrships in
Russia, and that this country is endeavoring to develop recent-
ly diseovered pources of helium. How acourate these reports
are oannot be definitely stated.

In considering the allocatlon request, the experienced
airship personnel of this Department found that the quantities
requested were in acoordance with accepted alrship practioces.
In this comnectlion, it 1s pointed out that of the total quantity
allocated, only such porticns as are actually necessary will
be shipped abroad. Moderate regerve supplies of helium are
required both at the foreign and the United States terminals,
but these reserves are to be progressively supplied, and under
the stated schedules of ghipments, would probably never exceed
about 2,000,000 cu. ft. at elither terminal. At the expiration
of one year's operations the expectation 1s that there would
remain in captivity only the 7,000,000 ou. ft. of helium in
the airship, the remainder having been used at the rate of 3%
to 54 per month, plus 3% to 61 per trans-oceanic trip. Any
operations of United 3tates alrships to forelgn terminale would
require the placement at those forelgn termlnals of helium for
*topping up® purposes, to the same extent as has been estimated
for the ocontemplated operations of this German ailrship.

Finally, this Department considers that the reasons which
led to the approval of this export allotment in November 1937

are
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are still applicable, and the quantity of helium therein re-
quested was not then, and 1s not now, oonsidered to be of
military oonsequence, nor inimleal to our national defense.

Slncerely yours,

CLAUDE A. SWANSON

Hon. Harold L. Ickes,
Seoretary of the Interior.
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My dear Mr. Seoretary:
Receipt is acknowl of your letter of April 16, 1938,
in further refersnce to the matter of e rtation of Iuilﬂ

under the terms of the Helium Aot of 19 s Publio Law No. 411,
and regulations promulgated as extensions of this Aot.

The r tions which were considered, and later adopted, by
the National Munitions Control Board, and the Secretary of the
Interior, and were promulgated by the Seoretary of State in
September 1037, were referred to the Navy Department for oconsidera-
tion, with special reference to military safeguards. In the
opinion of this Department these regulations are adequate to
safeguard the interests of National Defense.

Your letter refers to the March 10, 1938, amendments to the
January 14, 1938, sales regulations. Prior to the adoption of
these unhn“. the Navy Department was not consulted.

In attempting to appraise the posesible military values of

helium, faotors are encountered which are impossible to evaluate
on a monetary basis. Helium in itself is not any more a military
commodity than, say, fuel oill. Helium in the transportational sense
is the means of liliﬂltl'ﬂ.ﬁll of lighter-than-alr oraft, Due to its
reduced 11fting power, helium actually results in a oraft having
For Bi34%ery Buspeses Motrepm to. io e Dy faliet MW i

r ArY purposes 8, in the opinion of many, superior
to helium. If a lighter-than-air oraft is plerced by sufficient
bullets or bombs, its fate whether helium or hydrogen filled, will
mn{ be the same, except that in the oase of helium the risk to

1ife is oconsiderably less, due to the reduction in fire risk.

For commercial air transportation, it 1s possible to overcome the
reduced 1ifting power of helium by .qu-'i’ a sligh larger air-
m!. and by proper conservation methods, it is possible to operate
helium filled airships with no more e for gas than I.foxamm
were used. However, as long as there is only one 'urh.l. souroce
of helium supply, the utilization of helium will always be surrounded
z the 'r.b].-l and the expense of transportiag this gas to the craft

ich wish to use 1t, It seems inconceivable t any nation not
possessed with ite own sources of helium would base any plans for
military operations around a commodity so diffioult and expensive
to obtain, and so readily dissipated, as helium,
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contrary to the intent of the Aot.

The military importance that is I-H.nt attached to helium at
She present time is out of prepertion to its known military value.
Helium in iteelf 18 not a weapon but is merely a commodity that
possesses certain value whem used in conmeotion with urm-_%-
00 Puth 65 gateriny Loopest. i3 1e cetiion P18 Somtieinan

es such as ne cOnneo en
airplanes or gl.;l- The only known mili use for helium is for

the inflation of 1 than-air oraft. military value of
fuoh » other m--n that of captive observation bal-
loons, has never been establi either in this coun or abroad,
On the other hand, the mili value of heavier-than- orart
has been umu-iy establi + _The ever inoreasing efficiency
mnnrupinflu-fﬂuhthrmmuuth-hn L

all other means for merial operations. The War Department
definitely abandoned the idea of smpl airships in military
munuhmimuw the use of captive

tion balloons as recent developments in heavier-than-air
oraft indiocate that sush oraft s0on be far superior to bal-
loons for observation purposes. diminishing military value
of helium 1s evident.

In so far as the use of helium is eoncerned, i1t must be re-
membered that the does not remain constant in quantity, but,
vhen used to inflate airships or balloens, mast be t1y

mmun of the must be maintained and made available
to after each » The amount of loss and wastage
ites of $he oo oriioth s RNt K X g 1

(1] gas r . um is
uuuuuu-u-mmumun-r-mu » large reserves
of the # must be bullt up in time of peace. rmation
now ble to the War Department, adequate natural reserves
exist only in the United States. For a nation %o buila
pro

r-hg.-lnt A & commodity not natural to it
nmlu{mlnu it in ime of war would be contrary to all
known military practices.

debatable as to which of the two EaSes possesses the greater value
for military eperations. Regardless of the inflating agent, how-
ever, lighter-than-air oraft are highly vulnerable to gun fire and
their destruotion 1 a comparatively easy acoomplishment. The
mere faot that suoh a oraft might be inflated with non-inflammable
helium 1s no guarantee against 1ts loss.
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In view of the above facts, it 1s not felt that the pos-
session by a foreign nation of & limited supply of helium, with
restrictions on the replenishment of losses from that supply,
will be an incentive for war or that such possession will ocon-
8titute a menace to the pesmce of this or any other country.

The chief use for helium appears to lie in the commeroial
field. Due to ite nnu-llfllnlrf- nature, it offers certain
Assurances of safety to personnel not found in other agents
used for the inflation airships. It was undoubtedly this
h_lit::un appeal that ailded in the passage of the present
Hellum Act.

As stated in fuﬂ.nu correspondence, the War Department
is not interested in the commeroial exploitation of helium,

but 1s primarily concerned in rotecting the interests of the
htionr Defense. Prom this ewpolnt, it rendered ite

agl.l.lun of the military importanse of the proposed ng:rtlt!.an

of helium to Germany at the time the applieation of t

American Zeppelin Transport, Inc., for an alletment of 17 800,000
cubie feet of the gl was under consideration by the Board
authorized by the Helium Aot to grant allotments of this
commodity for export. It was the opinion of this Department at
that time, and remains the opimnion, that the subjeot exportation
was not a menace to the peace of this or other nations; that it
was not inimical to the interests of our National Defense; that
the action of the Board in making this allotment for commerecial
uses was Justified and in keeping with the intent of the Helium
Aot, and that additional safeguards for its proper use wers not
neceasary,

The following are specific answers to the questions on
Page 2 of your letter:

10,000,000 cubie feet of helium could be used for
military purposes, but without adequate reserves available,
it would not be so used for &ny appreciable length of time.

If helium were used for military ses, 1t would
not save from destruction by enemy fire the lighter-than-air
lgﬂl'lhl. It might afford a measure of safety to the lives
of the personnel on the eraft so destroyed.

Depending the type of airoraft, the monetary
value of the -qugp-m containing 10,000,000 cuble feet
of helium might vary from $1,000,000 to $4,000,000. Its
value from a military point of view 1a not rated very
high by present day military opinion.
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The War Department has no comment to make upon the
memorandum, Brosaru by Mr. Richard C. Horne, MoGil] Building,
Washington, D. C., an attorney senting A1l Ameriocan Mr-
ways, Ino., which you inclosed ﬂ.g your letter.

S8inocerely yours,
(8gd.) HARRY H. WOODRING

Seoretary of War.
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THE SECRETARY GF STATE {1 I.a
VRO, B O Jr" WWA » i
DEPARTMENT OF STATE
WASHINGTON
In reply refer to May 18, 1938

PR 033.6211 - Prince Louls Ferdinand/2

My dear Miss LeHand:

I am enclosing herewlth for the President a copy
of a despatch dated May 9, 1938, from the imerican
Ambassador at Berlin, transmitting a letter which
Prince Louls Ferdinand has written to the President.

It will be noted that Prince Louls and his wife
expect to arrive at New York on the steamer Bremen
on May twenty-sixth. The Department has already
requested the Treasury Department to extend customs

courtesies and free entry to Prince Louls and his

bride.
S8incerely yours,
f‘ -~
igier of Protocol.
Enclosures:

From Berlin, May 9, 1938,
with enclosure thereto.

Miss Marguerite A, LeHand,
Personal Secretary to the President,

The White House.

o
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Berlin, May 9, 1038
Ko, 138

Subjeat: Transmitting letter from
¥Frimoe louls Ferdinand

The Homorable
The Secretery of State,
Washington.,

8ir:

1 beve the homor to report that Frimce Louis
Ferdlnand, son of the former Crown Frimce of Germeny ,
hes just been married snd is abowt to procesd sbrosd
on & visit to tie United Jtates as part of s round-the-
world towr timt they sre msking.

Frimce Louls Ferdinemd has written letier, which
is bherewith enclosed, to the Fresident, with whom he is
personally soquainted, iunforming the PFresM ent, he tells
me, of the Prince's arrivel in the United Stutes,

I trust thet the Depsriment will be good emough to
foarward the lstter to its destinstion.

Respeotifully youwrs,

Hugh K. Wilson.
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) THE WHITE HOUSE /f[/L/ T

WASHINGTON k P v 8

Hyde Park, N. ¥X.,
Cotober 21, 1938,

MEMORANDUM FOR
THE SECRETARY OF STATE

TO READ AND RETURN

F. D. Re
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Warsew, October 6, 1938, /

My dear Mr, President:

As pointed out in my cable of Mareh 12, (forwarded
from Paris Embassy in my behalf by Mr. Wilson, a copy
of which 1s attached hereto) and on the following,
among other subsequent occasions (see my cable no, 179,
September 13, 8 P.M,; no. 190, September 19, 12 noon,
paragraphs 5 and 6; no. 205, éaptembar 25, 3 AM,,
paragraph 2) my observations had led me to feel (a)
that the Western Puropean powers would not go to wer
over an Austrian Anschluss, nor indeed, over Czechoslovakia,
and (b) that while in the latter case they might come
right up to the brink of war, Britain and France in the
final analysis might conceivably conclude that Czecho-
slovakia was not the issue over which the democracies
should go to war. I subsequently cabled in early September
(cable no. 179, September 13, 1938) that my observations
from here prompted me to feel we were in for a period
of "show-downs, back-downs, let-downs" and inereased
tension, As it turned out, Europe avoided war this year
by the "skin of its teeth".

At this moment, European statesmen are re-examining
the positions of thelr respective states in the light
both of the far-reaching events of the past few weeks,
and of the potential implicetions of the Munich conference;
and are faced with the question: "After Munich, what?"

Although it has not yet become clear here whether
there exists a definite plan for cerrying the Munich
ground work to a hoped-for formula, looking to durable
Buropean appeasement and pacification, I discern distinct
signs of renewed British efforts to "play ball" with

Mussolini. In fact, confidential reports reaching Eage
oday

The President
The White House



- -

-2 =

today indicate grounds for hope that Mussolini might
favarably consider making a gesture in terms of advancing
the time-table of removal of volunteers from Spain as

his contribution towerds bringing the Anglo-Italian
Agreement Into operation. Such event would prove a

step forward and might serve towards tranquilizing a
number of sore spots which have developed in the
Mediterranean area during the past few months and which
have been eclipsed by the Czechoslovak situation.

Moreover, another ray of hope is attributable to
further confidential reports reaching here today that the
British Government plans, in event of succeeding in
bringing about the operation of the Anglo-Italian agree-
ment, to initiate a move for a "Great Powers" conference,
Furthermore, it is intended that while the first meeting
might be limited to the major powers, the scope of the
conference will subsequently be extended to include
other powers.

Meanwhile, there are still numerous issues requiring
urgent consideration such as Spain, further minority
problems in Czechoslovakia, Palestine, Germany's demends
in the coloniel domain, et cetera,

Moreover, statesmen in countries east of Berlin,
meanwhile stand upon & pile of debris coneisting of
scrappred alllances, bankrupt sgstam of collective security,
Eastern and Central Eurcpean disillusionment in Western
Europeen moral and militery support, shattered principles
governing conduet of international dealings, and now face
a transitional period. Moreover, they are faced, even
as are the statesmen in Lnndnnl with the question as to
whether it would be better to "play ball"™ with Germany,
or to bulld up thelr respective armed and diplomatic
strengths against a potential increase in the scope of

Hitler's appetite,

I am personally inclined to feel Hitler's voraclous
appetite will have been only whetted by his recent geins.
Moreover, I am awere that official circles here feel
there are as yet no tangible grounds for a bellef that
Hitler has altered his determination to continue driving

eastward and southeastwerd.

In this connection, one thing is becoming clear in

my numerous conversetions with Polish officials. Thattéa



to say, they feel that recent events have shown that

the difference in strength between the major powers
(perticularly of Western Europe) and the lesser powers
(especially in event of & combination among certain

of them) 1s not as marked es 1t was in the pre-war days.,
Indeed, according to my informents' opinion the Western
European powers have shown they are not in a mood to
fight., BSubsequent analysis shows in effect they feel
they have all to lose and nothing to gain., On the other
hand ,however,the lesser powers who do not en joy the seme
extent of economic and territorial contentment, have
less to lose end more to gein. This my informents state
is the mood in which most of the lesser states east of
Berlin are found today. Accordingly, the chances are
more favorable for their resisting a German attempt to
absorb them today than even before the recent crisis,

In fact, my informants feel that these lesser states
would henceforth be more apt to come to each others
assistance than hitherto.

Until tangible evidence of some practical formula
which might serve to turn the Munich proceedings into a
factar for future appeasement and pecification emerges,
statesmen in this part of Europe may be expected to regard
the current and near future period in the light of an
armed truce. Indeed, to my mind, if the statesmenship
and diplomacy of Europe fail to conceive of a basis of
8 satisfactory readjustment and do not succeed in sdvancing
in repid order a practical formula looking to durable
European pacification, I feel that we may expect a recru-
descence of tension no later than the eerly deys of March,

Ag for Poland's position at the moment, signs are
becoming inereasingly evident of Poland's dissetisfaction
over non-inclusion in the Munich conference (see my cables
no., 139, November 24, 1937, paragraph 1l; no. 53, April
£1, 10 A.M., Section I, pasragraph 2, subparagraph d4; no.
53, April 21, 10 A.M., Section II, paragraph 6; my cable
tranamitted from London under dete of March 8, 1938; and
no. 54, April 22, 11 A.M., wherein I pointed out that
one among other factors motivating Poland's earnest desire
for ineclusion in a eonference loocking to a thrué four,
or more power pact, (especlally in the event of Germen
participation therein) is that Poland, aside from her
non-aggression pect with Germany, is apprehensive over the

fact that Cermany has never declared her satisfaction
over
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over the status quo of the German-Folish frontier.
Hence Poland feels her inclusion in a multi-power pact
including Germany would tend to augment stability of
Poland's western frontier.)

Briefly, from Polaend's standpoint the situation

is stlll open and has not yet taken sufficlently clear
form whereat Poland may be expected to define her position.
In reviewing pest performences, in terms of Polish foreign
policy, there was a period when the latter concentrated
upon balancing between Germany and Russia, Then came

a period during the past year, when Polish poliey, while
continuing its former balancing, embarked upon & new

hase of balance: between the Rome-Berlin and London-

aris Axea. I now discern the earmarks of Polish foreign
policy's additionally embarking upon a balancing game
between Rome and Berlin., What in this conneetlon might
later appear to be a leaning towards the Rome-Berlin Axis,
may, to my mind st the moment, be put down to temporary
tactics, rather than & permanent orientation. In other
words, i look for Poland fundamentally to protect her

own position of independence.

With every good wish and warmest regards, I am,
Faithfully yours,

oy Y

o
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March 12, 1938,

B-1
Secatate
Weshington

3 87, March 12, 4 P.M.
Following message from Ambassador Biddle:
STRICTLY +ASaeu—

My several conversations with suthorlitetive Polish
and Italian eirecles in London and Parls bring to light
the followlng essential polnts which have an important
bearing on concelvable developments in Central Furope in
terms of the immediate and long-range outlook:

l. The following set of circumstances have ceused
Chemberlain to shift temporarily at least his aim from
a four-power conference to bringing about a revised
Stresa Front;

2. British Ambassador to Berlin, Henderson, had
reported to London Hitler's insistence on (a) Germeany's

glaims in colonial domain; (b) a free hand for Germany

in Austria and Sudeten Deutsch.

Moreover,



Moreover, during recent Halifax-Ribbentrop conver-
sations, Ribbentrop, in outlining his envisaged foreign
poliey, stated his intention to attach himsels closely to
& Nazl foreign policy which dealt nith_tWﬂ fundemental
questions: (a) unity of Germenic peoples; (b) colonial
expansion, having regard for raw materials, populetion
problems, shipping, ete.

In connection with colonial demands, British perceive
that an underlying factor contributing to Germany's desire
for colonies 1’.Gﬂrmany'u aim to meke them a reason for
8 larger navy on grounds her sea-borne traffic requires
protection. Hence a eondition British would demand of
Germans in return for colonial concessions would be that
the naval increase question not be raised.

Ribbentrop, moreover, emphasized Hitler's insistence
on the return of former colonies and his refusal to
8ccept any compromise or diminution of cleims. In em-
phasizing his aim for unity of Germanic peoples, Ribbentrop
stressed Hitler's conviction that the Germans of Central
Burope should be granted the right to establish racial,
cultural, and economic connections with the Reich,

3. Halifax had replied, in effect, that Ribbentrop's

representations

il
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representations had put a new complexion on the problem
as a whole, Halifax would have to take up the matter
with the Cabinet. Moreover, Halifsx pointed out
emphatically that he considered the colonial question
a part of a general settlement and involving other powers.

Moreover, Halifax, realizing that Hitler's insistence
on above described three points would prove too much for
British public opinion to stomach at the time, and that
it would only alienate democratic public opinion in
general had told Ribbentrop that if Hitler dld anything
precipitous which might serve to alienate British publie
opinion, “itler might conceivably torpedo Chamberlain's
efforts to bring sabout a general settlement of grievances
without resort to war. Halifax, moreover, cautioned
against the risk of precipitating fresh senxiety on the
part of British publie opinion over any sudden attempt
to deal with minority questions by short-cut methods,

4. The result of the foregoing conversations leads
the Poles to expect Eritian to concentrate on negotiations
with Rome, shoving German negotiations into background
for the moment for Halifax realizes Hitler's insistence on
the three sbove-mentioned points would make it difficult
to come to grips and to find & common ground for #nglo=-
German negotiations. Poles also feel that DBritish ourrent

tactics envisage bringing Italy into line at the earliest
poesible

ALy
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possible moment., Also, the British hope an Anglo-
Italian agreement will serve to hold Hitler down and
make Hitler eventually more amenable to trading on
& more reasonable basis,

In this comnection, British Ambassador to Rome ,
Perth, when recently in London, had informed his Govern-
ment that Mussolini had urged Britain to hasten the
negotiations end try to heve an Anglo-Italian agreement
a fait mccompll before Hitler's May wvisit to Rome.
Mussolini had glven as his reason therefor that he was
concerned over evidences of Hitler's increasingly leaning
more in the direction of the more radicel Nazi element,
Moreover, at outset of current negotiations, Mussolini
had made it eclear he was not to be expected to break or
endanger hls arrangements with Germany, and stated that
during the Anglo-Italian negotiations it would be helpful
if the British Government could prevent the British press
from attacking Hitler and Germany, for the ashbsence of such
attacks would help negotiastions in view of Hitler's

Rome Mgy visit.
Accarding to my informants, both British and Polish
reports from Berlin indicated Hitler very cocky and that

he means (a) to do business in connection with Czechoslovakia,

and
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and (b) consolidete German position in Austria, Poles,
moreover, feel Hitler is now in the mood wherein he feels
"there is nothing he can get from Britain at this time",
(Besides, previous to Eden's resignation, French had
been urging him for British cooperation in event of German
move against Czechoslovaks. Eden had not been sble to
ecquire Chamberlain's approval thereon before resignation.)

Poles, moreover, are of the opinion that if Germany
succeeded in confusing the issue in the event of a move
vis-a-vis Sudeten Deutsch neither Britein nor France would
march. Britain at moment was neither in position nor mood
to risk war through active intervention, and France would
not initiate independent military action. Vigorous
diplometic protests and a tense period might be expected
to be met by immediate German assurances of guaranties in
reaspect to integrity of Czechoslovak territory, which
would contribute towards serving as face-saver for protes-
tants, but there would be no war, for Poles feel that a
"Sudeten annexation™ would not, in the final analysis,
be considered by the British Government, and consequently
the French Government,as the question over which democracy
should go to war.

Indeed, the Poles feel Britain would succeed in
rersuading



k&

persuading France that they both should raise their
sights to a longer-range objective and keep their powder
dry for the day within the next two years when, according
to British apprehension, both Britain and France might
gconceivably be challenged by an ambltious Germany for the
control of the whole of Burope.

Judging the reality of events and from the substance
of my verious conversations, I do not locok for a major
confliet to result from the ocurrent situation, Nor do I
look for a war to result from a German move vis-a-vis

Sudeten Deutsch, providing the Germans succeed in confusing

the issue, for Eritain i1s neither in position nor mood to

engaze in war over a German move in Sudeten Deutsch at

this time, and I do not believe France would initiate

independent military asction. As for Poland, I lock for

her (a) to sit tight in event of the aforementioned move;

(b) and believe she might conceivably demand autonomous

administration for the Polish minority in the Teaschen district."
WILSON

ATDB/1hh/emq
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The news of the past fer days from Germany
}ﬁgfnkud public opinion in the United States.

ﬂuuh news from any part of the world would in-
evitably produce a similar remtiun among {"a
RN il
American puoplul-"‘ itH a v!.a o galning a first-
hand picture of the sltuation in Germany I asked

the Becretar ;E State to e=dgr cur Ambassador
LET ™ 47;;&'!-{."_
in Berlin é‘h for report and consultation.
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DEFPARTMENT OF STATE

ADVISER ON
INTERNATIONAL ECONOMIC AFFAIRS

December 12, 1938.

FIGURES ON INVESTMENTS AND CURRENT PAYMENTS

——

I. Iovestments

The following figures refer to later dates than
any estimates heretofore published or made. The figurss
concerning private investmente are obtained from Mr.
Dickens of the Finance Division of the Bureau of Foreign
and Domestic Commerce, the specialist in this field.

In brief, American investments in Germany, excluding
intergovernmental debts, are estimated at §713,000,000,
taking obligations at their nominal par values; German
investments in the United States are estimated at
$118,000,000, which is about 16 1/2 percent of this es-
timate of American investments in Germany. Taking
present market value of German dollar bands as 25 percent
of par, and short term obligations as 50, the American
investment would be appraised at §140,000,000 plus what-
ever value is attributed to direct investmente having

a book value of $234,000,000.

United



2.
3.

4.

United Etates Investments in Germany

Private investments

Direct investment, about .....eovevsces... $234,000,000

Long term bonds, par value, about .......

Short term obligations, about ....eceeees

380,000,000
99,000,000

!n‘t‘&l, about LA R R R N Y N ey *’?lalﬂﬂg,ﬂm

Intergovernmental obligations

German Government bonds in the

United States Treasury.

a, For coets of American Army
of Occupation -

bﬂ‘nd' LR N ] %?,mﬂ,mﬂ le

accrued unpaid
interest .....

Tothl covisnes 1,015,005,0??. 268 Rm.
b. Mixed Claims awards -

. 17,505,077.36

hond. Ililiiplz'nm’m,m hl

accrued unpaid

interest .... 47,940,000
Tﬂtﬂnl LN NN N E]DB?,QM.M R'-i

(For dollar equivalent see note below)

Austrian Government bonds in the

United States Treasury -
bonds «....e.v.... $25,980,480.686

interest ..oeus.

25,000, 33

$28,005,480.99

German
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German investment in the United States

8. Long term investment of all kinds,
ﬂ-baut L R R N S S RS ‘1ﬂﬂ,ﬂﬂﬂ,ﬂﬂﬁ

7. Bhort term investment, about seees.o.ee 18,000,000
T“al' B.hﬂut LA AR N R tllﬂ,mﬂ,mﬂ

Notes and comment

l. The previously published estimate of
$228,000,000 direct investments of Ameriocans in
Germany has been raised to $234,000,000 to include
direct investments in Austria,

2. The figure of £380,000,000 for par value
of German long term bonds owned in the United States
has been increased from a previous estimate of
$365,000,000 to include holdinge of Austrian bonds.
Thie estimate would mean that present American hold-
ings of German bonds are about 50 percent of the
total amount once owned by Americans and still out-
standing. B8ome private students think that American
holdings are much smaller. Dr. Brinkmann, the
competent German official, in discussion with Mr.
Reuben Clark last June, accepted the latter's figure
of $300,000,000, exclusive of Dawes and Young bonds
on which partial interest payments are made. Ameri-
can holdings of the latter are about $80,000,000.
If the $380,000,000 total be taken, the present mar-
ket value of American holdings of German vonds would
probably be something under §100,000,000.

3. The estimate of $99,000,000 of short term
German obligations owed to Americans is as of Sep-
tember 28, 1938, and shows debt reduction of
ia'?,onn,oéo in nine months from a heretofore pub-
lished figure of $126,000,000 estimated as of
December 31, 1937,

4. The German Government bonds held by the
United States Treasury are expressed in Reichsmarks
and there is no very good way to convert them into
a dollar sum which can be entered into = tabulation

of
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of American investment in Germany as a figure
comparable with the amounts of private invest-
ment. The amount of the Reichsmark obligations
was originally established by converting dollar
amounts into Reichsmarks at 23.8 cents. When the
Reichsmark amounts are converted back into dollare
at the ocurrent exchange rate of 40.33 cents, the
1,015,006,077.368 total indebtedness for costis of
the American Army of Occupation is equal to
$409,361,547.70 and the 2,087,940,000 Reichsmark
indebtedness for mixed claims awards is equal to
$842,088,202, these amounts being about 69 percent
greater than the dollars which would have been
payable had the dollar not subsequently been de-
valuated. The debt agreement provides that the
obligations of Germany to pay annuities on mixed
claims awards "shall cease as soon &s all of the
payments contemplated by the Settlement of War
Claims Act of 1928 have been completed end the
bonds not then matured evidencing such obligations
shall be canceled and returned to Germany"., The balance-
due payment for mixed claims awards as of Bep-
tember 30, 1938 is only $157,697,841.57, but the
awards are interest-bearing and a few new awards
may still be made so that the amount eventually
payable cannot now be determined, Moreover,

as the German Government bonds heldby the United
States Treasury are non-interest-bearing until

the respective bond has become due and has been
defaulted, the amount of the bonds, being a sum

of annuities payable over a long period of future
years, is not direetly comparable to the figures
for private investments. For all these reasons,
although the Treasury must list among 1its assets
Reichemark bonds of the German Government equiv-
alent to about §1,250,000,000 par value at current
rates of exchange, a tabulation listing thie amount
in the same column with $713,000,000 of private
investments would give a distorted picture.

5. The bonds of the Austrian relief debt are
also non-interest-bearing anmuities, the accrued
unpaid interest of $25,000.33 having been incurred
only by virtue of the Hoover Moratorium arrangements,

E--
T



7. The §18,000,000 estimate of short term in—
vestment of Germans in the United States is as of
September 28, 1938, and shows a reduction of such
German assets by tél.noo,noa since December 29, 1937,
when they were estimated at $39,000,000, and a redug—
%ion of $9,000,000 in the two montha after June 29,
1938, when the estimate was $37,000,000.

II. PBalance of Payments

Important items of payments between the United
States and Germany for 1937 may be tabulated as follows ’

on the basis of Department of Commerce estimates.
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German Payments to the United States

1. Purchase of American exports s.essssssssesss $128,343,000
2. Interest and amortization on German bonds .. 5,000,000
3. Femitted earnings of American controlled

corporations in Germany - no estimate

available, probably very small.

4. Expenditures of German touriste on Ameri-
can vessels or in the United States .sveee 7,000,000

5. Earnings of American shipping for carriage
of Emort' tﬂ G‘mlnr LEE R RN EE R EE RN RN R LN ] E,M,ﬂﬂﬂ

6. Movement of Capital

a. Increase in German balances in
Lmaricnn bm"!!!"i-iiiii!i!l"llll'llll'lll ?,Um’,m

b. Reduction of United States balances
and blocked funds in GerMANY ...ecvesee 40,000,000

c. German purchases of American securities 16,000,000
T'ﬂt'-l LA R LN RN R R R R RN m'f,m,ﬂm

American Payments to Germany

1. Purchase of imports from Germany ........... $92,468,000
8. Expenditures of American tourists in Germany 18,500,000%

3. Expenditures of American tourists for travel
an G"rm v'n'ﬂll LU B B B B B I B B B B ) Bﬂjmclmﬂ

4. Payments to German shipping for freight .... 22,000,000
E. Personal romittances ..escscscssssssssssanns E,mﬂ,m
6. Movement of Capital

Bales of German-owned securities in the

Unitlﬂ. Bt!tﬂ. FE R I R R R N N N R N 33.“@.@0
!“.-1 [ N N R N RN ‘1?9,953,%

* Most of the $18,500,000 expended by American tourists in Ger-
many was blocked funds of American banks in Germany, the so-
called
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In the case of shipping, it may be of interest to Eo
beyond the figures showing the payments between Germans and
Americans, and give more inclusive figures as to the total
earnings of German shipping in passenger and freight traffic
to and from American ports. During 1937 such earnings are
estimated to have been at least $63,000,000, itemized as
follows; passenger traffic, $20,000,000 (estimated expen-
ditures of American passengers only); cargo inbound to the
United States, §22,000,000 (paid by Americans); cargo out-
bound from the United States, $21,000,000 (about $15,000,000
pald by Germans and about $8,000,000 by other foreigners,
not Americans, to German shipping plying to and from Ameri-
can ports). There would aleo be a few million dollars
epent by alien passengers on these German lines for which
no estimate is available,

The figures for investments in the first part of this
memorandum have been brought down to recent dates in 1938,
and notes to iteme 3 and 7 therein show changes in the
nominal par value amount of short term capital investment
between December 29, 1937 and September 28, 1938. No

estimates

called "travelmarks" established to liquidate the funds of
foreign banke frozen by the Standstill Agreements. Such ex-
penditures did not provide Germany with any current dollar
exchange, but merely with the means of reducing short-

term debt of Germansto Americans.
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estim tes of payments from shipping, tourist expenditures -
et cetera, during 1938 are available. During the first
ten monthe of 1938 American exports to Germany were
$69,408,000 as compared with $99,761,000 during the first
ten months of 1937; imports were $51,351,000, compared
with §77,276,000, Since May 6, 1836, our trade figures
with Germany have included trade with Austrian territory.
The following table gives monthly figures of trade with
the combined territory of Germany and Austria from

January 1937 through October 1938;

American



American Exports to and Imports from Germany

and Austria

(in thousands of dollars)

Exports Imports
1937 1928 1637 IEE

January .... 7,562 8,984 B,043 8,079
February ... 9,548 8,548 6,773 4,402
March ...... 9,749 B,B53 8,535 4,664
April ...... 13,824 9,872 8,016 4,936
MBY seusevss T,445 B,170 B,022 4,911
June ..,.... 9,149 8,833 8,080 4,535
July seceeee 8,103 6,438 B,7865 4,393
August ..... 11,377 10,743 9,207 5,824
S8eptember .. 12,090 12,150 7,873 5,784
Cctober ...._ 14,528 10,188 8,793 7,288
10 months ..102,175 80,1556 B2,177? 52,827
November ... 13,034 8,640

December ... 14,219 7,408

Y!u -..----139,435 95.345
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Statistice for 1938 trade by commodities with Germany
are not yet available. However, in the important case of
exporte of raw cotton, our exports to Germany in the firet
nine monthe of 1938 were 214,000 bales valued at $11,392,000,
compared with 435,000 bales valued at $30,410,000 for the
firet nine monthe of 18937. For the twelve months ending
September 30, 1938, the figures were 579,000 bales valued
at $31,225,000 compared with 887,000 bales valued at
$47,342,000 in the twelve months ending September 30, 1937.
For the full year 1937 our cotton exports to Germany were
valued at $50,243,000.

Other important United States exports to Germany
during 1937 were copper (refined copper $9,504,000, old
and scrap copper $2,562,000); petroleum products (gasoline
$3,251,000, crude petroleum $2,004,000, cylinder oil
$4,540,000, lubricating oil $3,440,000). Other export
items which exceeded a value of $1,000,000 in 1937 were
in the order of importance — scrap iron, scrap brass and
bronze, tobacco, phosphate rock, carbon black, dried and
evaporated fruits, industrial machinery, boards (including
planks, and scantlinge), sodium borate, and aircraft
including parts.

Qur principal imports from Germany in 1937 were
potash, $6,668,000; palm kernel oil, §4,644,000; cameras,

$3,372,000;
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$3,372,000; iron pipes and tubings, $3,118,000; wood
pulp, $2,788,000; synthetic alizarin, $2,537,000; inter-
mediate coal tar producte, §2,312,000; crude potassium
sulphate, §2,107,000. No other items reach the $2,000,000
figure for the year 1937.



THE SECRETARY OF THE TREASURY
WABHINGTON

January 17, 1915

MEMORANDUM TC THE PRESIDENT

Thie is in response to your memorendum of December 27,
1938, in which you aek me to check the figures submitted to
you by the State Depsrtment on investments and current pay-
mente between the United States and Germany.

l. The figures in the memorendum, cbtained from the
Finance Division of the Bureau of Forelgn end Domeetic
Commerce, are the beet avellable and are eccurately presented.
4 More recent data on investmente aveilsble to ue do not eub-
etantlally alter the results.

2, However, the memorandum does not appeer to adequately
point ocut the range of poseible error in the date. Figures
of German inveetments in the United Etatee are subjeet to even
a wider renge of error than are flgures of the investments of
most other countries becsuse of the incentive to avoid the
foreign exchange restrictions of Germany. For instance, it
has come to our attention th-t substantizl amounts of Germsn
cepltal -- rumored &t being more than 850 milliions -- have
come to the United States in the peet four months, but thesge
funds did not show up in cur figures because the netionality
of the owner wee effectively masked.

3. The estimates of the flow of payments between the
two countries are slso the compillaticn of the Dep:artment of
Comme rce snd are the best figures availsble. It must be
remembered, however, that at least 50 percent cof our trade
with Germany ie carrlied on by berter. The etated velue of
lmports from Germany on barter transanctions ie obout £5 per=
cent more than the amount of dcll:-re called for to pay for
the importe. Therefore the stoted velue of our importe from
Cermany in 1938 should be reduced in the balance of payments

! by 810 - £15 million.

Ay




DEPARTMENT OF BTATE
WABHINGTON

December 20, 1938,

My dear Mr. Presldent:

I believe you will be interested in the memorandum
of my conversation of this morning with the German Chargeé
d'Affaires, of which I enclose a copy.

This 1s the first evidence that the German Govern-
ment has shown of 1te willlingnese to take any step in the
interest of our nationals by making exceptlons to the
exlsting exchange regulatlions so that American citl zens
can withdraw from Germany in full properties which they
have inherited,

I am of course confident that this step would not
now have been taken by the German Government except for
the fact that I indicated to the German Ambassador that
public opinion in this country was demanding retallatory
MEeasur es.,

Believe me

gl $hfully your

The Presldent,
The White House.



COFY
DEPARTMENT OF STATE

Memorandum of Conversation

DATE:
December 20, 1938.

SUBJECT: Claime of American cltlzens to the
estates of persons deceased in Germany.

PARTICIPANTS: Herr Hans Thomsen, Charge d'Affalres ad
interim of Germany;
The Under Secretary.

COPIES TO:

wre -l

The German Chargé d'Affalres called to see me this
morning by instruction of his Government,

Dr. Thomsen reminded me of a conversation which I had
had with Ambassador Dieckhoff shortly before the latter's
departure in which I had taken up with the Ambassador in
coneiderable detall the question of the manner in which
American citlzens residing 1in Germany were not receiving
treatment equal to that received by German citizens resid-
ing in the United States. Among the matters taken up by
me in that comversation was the way in which American
citizens because of German exchange restrictions were un-
able to receive in full legacies from the estates of per-

sons deceased in Germany,
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Dr. Thomsen handed me an alde memoire, which reads
as follows;

"In reply to your communicatlion to Ambassador

Dieckhoff concerning the treatment of inheritance
claims of American citizens to the estates of per-
sons deceased in Germany, I am in a posltion to
state that all inheritance credits of thie kindg,
reciprocity provided, will be traneferred to the
beneficiaries in full extent."

I stated to the German Chargé d'Affaires that I as-
gumed and gathered from the text of the communicatlon he
had given me that the assurances so provided related to
all American citizens without distinction. The Chargé
d'Affalres replied that my understqnding was correct.

The Chargé d'Affaires concluded the interview by
stating that he belleved Ambassador Dieckhoff's conversa-
tions in Germany would be useful. He stated that he be-
lieved hies Government was beginning to understand that
the Govemment of the United States would not agree to
any discrimination between American cltizense in Germany.
He stated that he thought it was useful for thls Govern-
ment to continue "to affirm that position®”.

I thanked the Chargé A'Affaires for the communica-
tion he had made to me and for the interest which Ambas-
gador Dieckhoff and he had taken in this question. I sald
I hoped the assurances given would prove to be the fore-
runners of other more general assurances to the effect

that the rights of all American citlzens in Germany with-

out distinction would be scrupulously observed.
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THE UNDER SECRETARY OF STATE
WASHINGTON

December 23, 1938

My dear Mr. Presldent:
Some time ago you asked Ambassador Wileson

to prepare for you a memorandum showing:
(a) the amount of capital invested
by Germany in the United States,
ags well as the amount of capital
invested by the United States in
Germany, and (b) an analyeis of

the flow of paymente between the
two countries.

As Mr. Wilson 4id not have time to prepare
this himself we have had such a memorandum pre-
pared in the offlce of the Adviser on Inter-

national Economlec Affalrs here. I am enclosing

herewlth a cobpy.
Fliftﬂl)’ yours, '
Enclosure: L_»

Memorandum

The President,
The White House.



DEPARTMENT OF BTATE
WABHINGQTON

December 23, 1938,

My dear Mr. President:

I believe you will find the views contained in
the enclosed memorandum of a conversation between the
Chlef of the Division of European Affairs and our
Asslstant Military Attaché in Berlin of interest,

Belleve me

Falt lly yours,

Enclosure,

The President,
The White House.
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DEPARTMENT OF STATE . e \

Memorandum of Conversation

DATE:
December 22, 1838,

SUBJECT: Germany.

PARTICIPANTS: Major Percy Black, U.S.A.
Mr. Plerrepont Moffat, Chief,
Divielon of European pffailrs,

COPIES TO:

L) Bl

Major Percy Black, U.S.A., Assistant Military Attaché
in Berlin called. He reported that he hed every reason to
belleve that Germany would start moving agaln in the early
Spring. He knew as a fact that certain key reserve officers
and certain transport bodl es had received orders to hold
themselves in readiness as of January 20. (Curlously
enough this date colnclded closely with the time Ambassad.nr
Kennedy had told him the British regarded as the end of the
safe era). He thought that the move would be eastward this
time though he was indefinite in hie oplnions as to Just
where it would strike, He felt that Danzlig would be ab-
sorbed without difficulty and likewise Memel. He t hought
that ultimately the Polish Corridor would be solved, -
not by granting Germany an autobahn across the Polish



-0

Corridor but by granting Poland an autobahn to Gdynia across
German re-covered territory. He dld not believe that this
eastward movement would result in general war: (a) partly
because France and England could not cloese in the gap
between Germany and themselves, and (b) partly because
nobody would fight for Poland. On the other hand, he thouht
the Poles themselves would fight, rather than follow the
surrender technique of the Czechs. During the erisis of
last September the Germans had denuded East Prussia of
troops and had made no efforte to cover theilr left flank

in 81lesia. This could only indicate close cooperation
between Pollsh and German General Staffs. I asked Major
Black how long he thought it would have taken the German
Army to overcome (zech resistance., He repllied, "Not more
than two weeks and probably less". The Czech defenses such
as they were were excellent, but there were serious gapsa

in them which the Germans knew about. More important,
however, was the fact that the Czech plan of defense was

to protect the frontiers with approximately equal strength
everywhere rather than mass a preponderant gtrength at

some key positions. Thue if the Germans broke through

at any one point the collapse of the 1line followed. The
German military had told him after taking over +he Czech
Maginot-Line that the war would have lasted even less than
they had anticipated,
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Ma)or Elack went on to say that Germany was
definitely planning & customs union and a monetary union
with the smaller states to the southeast; that she was
going very elowly for the moment in Czechoslovakia as 1t
wag & laboratory test being watched by her nelghbtors,

As to German psychology he sald that instead of regarding
the acquisition of Czechoslovakia as a vast victory for
Hitler achieved by his having stronger nerves than his
opponents, the man in the street had reacted somewhat as
follows: He never believed that there was going to be any
fightling until some time in September. He viewed the
prospect wlth horror. Then Chamberlain came over to
Germany and war was averted., Ergo, Chamberlain was the
man of peace and a public hero in Germany. As the acquiei-
tion of the Sudeten area had been assumed from the begin-
ning 1; was not considered an undue triumph. The German
authorlties did not like having Chamberlain or the British
g0 popular in Germany; as a result the Goebbels propaganda
againet England was intensified and has been going full
blast ever since. The Germans di1d not take too seriously
the Italian demands for expansion in the Mediterranean;
they were merely useful in keeping French and British at-

tention concentrated elsewhere than on themeselves.
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THE WHITE HOUSE
WASHINGTON

December 27, 1938,

UEMORANDUM FOR
THE UNDERSECRETARY OF STATE

The President has read
the enclosed and asks me to
return it to you for your
files,

M. A. Le Hand
PRIVATE SECHETARY

Confidential memorandum from
Exxiim Prentiss Gilbert,
Charge d'Affaires ad interim,
Berlin; Subject: Comment on
the German Political Situation,
dated October 5, 1938,



DEPARTMENT OF STATE
WABHINGTON

December 23, 1938

My dear Mr. President:

While I realize it is rather long, I feel that
the despatch from Berlin which I am enclosing here-
with ie of such intrinsiec interest that you will wish
to read 1it,

When you are done with it may I ask that it be

returned to me for the Department's files.
Believe me
Encl osure;

thjullj yours .LLi
Despatch No, 480,

Berlin, December 5, 1938,

The President,
The White House,
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