Novensber 7, 1938.

¥r. Seoretary:

You will doubtlese resall that Tr. Walter Funk,
German Minister of lconomy, was recently reported to have
declared in Istanbul that Cermeany was about to enter into
negotintions with the United 3States for the conolusion of
a gommercial treaty along the lines of agreements signed by
fermany with other countries, The attached despatoh from
Istanbul reporte the circumstances comnneotsd with Dr. Funk's
viait to Turkey and his reported declearat ion,.

The chief purpose of Dp., Funk's visit was to extend
to Turkey a oredit of some (60,000,000 for further Turkish
purchases in Germany of industrlial and military suplies,
in this conneebion, Dr. Funk is said to have expressed the
opinion that until the reestablishment of the world oredit
market, the only method by which the international exchange
of commodities between certalin countries oeould progress was
through the extension of CGovernment eredits, to be repaid
through the export of ocommodities and not through the inter-
national transfer of funds. He said that, aseording to re-

ports whieh were reaching him, & realization of this faet

wags growing in ingland and america, and that "we are on

the point of beglnning negotliations with Ameriea on the
basis of these very prinoiples,”
It




1t is interesting to note that replies to Dr. Funk's
remarks appeared in & French newspaper published im Istanbul,
and were bused on press despatches from Jashington stating
that competent imerisan cireles cousidered with some reserve
the statements made by Dr. Funk, and were of the opinion that
the prineiple of commereisal agreemente on a bilateral basis
was incompatible with the american point of view. These
despatehes were given te the Turkish press by the French
Embassy in Istanbul, and eppeared in the same aiitions
(Cetober 12) whieh cerried Dr, Fuuk's remarks.

SO e e e ey e S ke e s e e e P A N o A U . SO S A "

The new Cerman oreédit to Turkey, providing for repay-
ment over & ten year period, at five percent, appears to
be merely an extension of an arrangement already in foroe
between the two countries, by whioh Turkey has been pure
chaging for zome time comnodlities in Cermmny on long teram
eredit, At present, goods to the extent of approximately
25,000,000 have been imported into Turkey from Germany
whieh have not been paid for, and in the case of two-thirds
of thies amount, the credit extended was for & longer period
than six monthe., Germany could have merely allowed the
Turks to continue this practice without any fommal announce-
ment, but in that event there would have been little pub-
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lieity for the arrangement, and the Cermans doubtleas
desired to make what would appear & ooup, in order to
sounterast the impreassion made & few months ago, when
Britain extended an 60,000,000 eredit to Turkey, that
Turkey had been brought into the British camp.

'here 18 alse indloation that the German offer of
the new oreilt may have been proposed unexpeatedly by
Pr. Punk after hie arrival in ankara, to the zurprice
and peesible enmbarrassnent of the Turks, .according to
& fdespatoh reeently reee¢ived from Berlim, an official of
the Uerman Fowrelsn Ufflce is reported V0 have expressed
doubt that the Turks would ever avall themselves of any
considerable amount of the Germun oredit. Ve have had
several reports that the Turks have been endesvoring %o
escape from their close gomnersial relations with Germany,
and Julging from the latest reportes regeived from our Teade

sgreenents delogation in Turkey, the Turkish negotiastors

huve, since the German oredit, appearved for the first time

anxious %0 obtain a satisfastory Agreement with the United

States.
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