Vienna, January 22, 1937,

"
Dear Geist:

We have a courier passing through here in a day or
two and I want to use this opportunity to write you, U wrote
you on January 19 by open mail and you undoubtedly have that
letter, I wms particularly interested in your masterly summeary
of the situation in your letter of January 1l, I am sorry that
I cannot send you coplies of my recent letters to Judge Hoore to
whom I have been writing in the absence of the Secretary, but
I do not have any copies available, You will be interested to
know that Judge loore has been most kind about my letters and
recently has written me four or five times that he is sending my
letters imediately to the President as he thinks he should have
my "well considered views", He is really a most extraordinary
person and I hope that you are continuing to keep him informed.
If you have not writtem him the resumé of the situation which you
gave me in your letter of January 11, I think he would be very
much interested in what you have to say.

The situation here in Austria continues quiet with
the Chancellor well in control, There has been a recent develop-
ment within the last ten days which is somevhat disturbing in the
way of the organization of several new groups, the leading of which
is the Oestmarkische Verein, which under the guise of a German
cultural orgenization is undoubtedly planning to carry on extreme
nationalistlie if not poerly concealed Nazi activities, These
different organizations hope to get into the Patriotic Front and
to work from within, The movement is stimulated through Claise=-
Horstenau and Neust#@idter-Stlirmer, both of whom I consider oppor-
tunists of the first water and who of themselves are not dangerous
because they now have no pertomal following, If, however, through
these organizations they could build up a personal following they
moy become dangerous, The Chancellor is, however, completely in
commend of the situation and I think will know how to deal with the
organizations as well as with Neustéidter-Stilrmer and Glaise-Horstenau,
The probabilities are that there will be some cebinet changes wi.ich
I think will take the form of Neustédter-Stiirmer's being put out,
Glaise-lorstenau is one of the unfortunate features of the accord
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of July 11 and it will be more difficult to get rid of him, but
I think that with the other one out Glaise-Horstemau is harmless
for he is nalve to an extraordinary degree. Io is very anxious
to go to Derlin to replace the Austrian linister there, but as
he could do more harm there them here I think he will probably
not get that poste In pemeral the situation is developing here
quietly with the Austriens following the external situation very
carefully emd apparently well informed inhigh quarters.

The negotiztions for a new trade agreement here were
to close today but I think will now close at the latest next
londaye Not much will be arrived at, The German negotiators
first spoke in December of increased CGerman exports to Austria
at the rate of 300,000,000 schillings a year, mosctly of course
of armement material and all at the expense of the Austriapm Trecse
urye Them they dropped to 100,000,000 schillings, and then to
60,000,000, end my own feeling is now that if the Cormans get
20,000,000 schillings more in the way of exports they will be
deing well, I think this tells you the story more than anythi
olse I could say, The Austrians are Jjust as anxious to oJ,gor'b
agricultural products to f‘orf'rzmg as the Germans are to have them,
but they are not going to send them without getiing paid and they
are not going to teke armament material and ruln the treasury,.
Hor are they going to take German manufactured goods which Germany
can dump here nerely at the expense of Austrien industry. In
other words, the present negotiations will be a failure and repre-
sent a stiffening of the Austrian attituds.

There is nmore and nore disillusiomment here with re-
gard to the accord of dJuly 11, and there are those even who
speak of its abandomment this year, The Germans have to a degree
kept their word, but not to the degree that the Austrians can expect.
fvery effort is being nede 4o increase the anti-Semitic pressure
here but the Austrian Govermment is maintaining a firm stand,
The Austrians reall e that this ic no time to bind their hands in
axmy way with the general situntion 8o uncertaine

There war a danger that these trade negotiations vith
Cermeny night assume a form which would have 1n§urad our own
interests very much, I have been very busy during the pact three
weeks trying to protect our own position and I think have succeeded,.
¥hat I have tried to make clear is that Austria cannot tie her
hands with Germany or with anyone else when these bigper negoti-
ations are looming up in the future through which the situation




in the Danubien Basin as a whole can be alleviated, Ve are
talking trade agreement with I ualy now and will certainly begin
with Mngland later, and this should help the European position
a lot, TWhat I have wanted to do is to keep the way open here
fora trade agreement with us The Germans of course would
like to tie the hands of the s"s‘tr;ms so as to have company in
their omn isolated positione

I think there is no guestion but that Burope passed
through a real crisis during the period December 10 to Ja.a‘xr."y 104
Tie have pretiy good evidence that both the Army and the Navy ex-
erted 2 res “-aivx -ng influence on Hitler and his radical associ~
ates towards the middle of December and later townrds the end of
the month, The determined and united attitude of rance and
Ingland vhich this time they did nov hesitate to make knowm in
Berlin on the subject of mth Spein and llorocco helpeds There
is reason %o allfve that I%aly played a re’**rwmmg r8le, for

I happen to know th I:Lsscla.m. was trembli ing in his booth that
Hitler wor ﬂd tm.e some provocative action in Spain or 'xgam.,b
Czechoslovakia which would bring about war, and necessitate a

decision by Italy vhich lussolini did not wish %o maxce. Isso=
lini was resting under the fear that Hitler would take action
against Czechoslovakia under the beliof that no one would come to
her aid, He said that he was not so sure that no one would
to her aid, I am personally convinced that the gentlemen's
agreemen‘f between London and ?om ceme at least four months earlier
than lfussolini had intended that it should, and was preeipitated
by the fear that Hitler would take some actian which would come
mit Italy. All these factors, as well as others you know so well,
together with the real inability of Germany to make war at thi
time foreced Mitler to abandon any adventure and ended the cris
throuun the reassvrences vwhiich he gave to Francois-Poncet at the
w Year's reception in Berlin on January 1ll.
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I think the most dangerous crisis in many respects
vhich we have passed tnrwuuh was passed *cnrougu without war and
the fact that L:‘.l{} was done gives me a stronper belief than ever
that the succeeding crises which are sure to come throughout
this year will be pum 1 through without war, The major fact
of course is that Germany is not prepared to make a wor or to
carry it on, and will be less and less in a position to do so as

time goes on, As I see it, the position of the Coverment in
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Germany is growing weaker and will continue steadily to grow
wesker if the present front is maintained, This can only lead
to collapse. It may not be this year, but certainly although
it is not safe to talk of times and dates, we can see the begin-
ning of the end.

In my opinion the principal concern now of the regime
is to save as much of the position as it can. They are going to
be prepared more and more to make concessions both in the Bast
end in the West, and in spite of the parallelism of action con~
tinuing between Berlin and Rome, Gemany would find herself in
the end on a 1limb if she tries to carry things to a dangerous
point in Spain, In my opinion the story of 1937 will be the
effort of the regine to save itself through illusory concessions
which, if Durope is wise, it will not pay any attention to. If
the policy vhich has been pursued means anything, it has been for

the purpose of getting rid of this regirme in the hope of its
being replaced by one with which Europe and we can deal in the
usual way. HNow that its power is breaking without and within
the country it is certainly not a time to nmake terms, There is,
however, a dangor of this for this fear of war has Lecome a
hysteria and Cermeny is roing to continue to play on it as long
as there iy any 'ops of its workinge. In England the position
is now "ounder and stronger and the weaker point is again in
France just wien inoemﬁlly France is again stronger, I think
our ovm rdle now is very important and can be very constructive,
Ve have got to stiffen the attitude of both England and irance
ncet by any direct n.ctvn, but by continuing to refrain from doing
anyth '_ng o pgive aid and comfort to the present Goverrment, This
f'e“r of war 1*y°’m ia is impelling certain circles in Igland and
n Frence to m.n't to treat with the present Govermment, believmg

weeker end therefore prepared to make {ar reaching concessicns,
1 have no confidence ir such concessions and therefore I believe
that any negotiations now would be dangerous, Vie can help by
lotting it be knowr that we are maintaining our present attitude
urtil we really know that we have a responsible govermment with
which to deal,

”L‘

I om told on very good authority, and I think it may
surprise you, that one of the things Goering really wished to do
in Italy was to find out how lMussolini viewed & change in Cermany
which involved kicking Hitler upstairs into the presidency and




making him (Goering) Chencellor; getting rid of a good many

of the radicals and assumin a more conciliatory attitude towards
London an! Paris, as well as loscow, This information comes

to me from a very good source and I am inclined to believe that
such an intermediary solution would be quite apgreeable to cer-
tain Army circles, for undoubtedly some of them are quite ine
clined to hold to as nuch of the azi program as may he poscible,
especially of the foreign political programe I am told that
Goering's plan has a good deal of Neichswehr support.s I look
upon such an intermediary solution as very dangerous, for while
Goering is more reasonable than others in the Government, he

is filled with these resentments and is an expansionist, and cer-
tainly a first class Fascist if not a real lazi, Any govern—-
ment headed or directed by Goering, while less dangerous to
irmediate peace in Burope, would s3ill meke of Jermany a per-
manent danger to Buropean pecace, Such a Covermment heeded by
Goering, however, would probably Le acceplted by a certain group
in ¥ngland and in "rance as a welcome change to the present sit-
uation and with it those [ar-reaching agreements nicht be made
which must eventually be made but which are almost as danrerous
with a Goeriug as with a Hitler Goverrment.

Iy feelin~ is very delinitely that we are going to
enter into a very d&fficult phase and a decisive one, I feel
that this year will declde really whether there is to be peace
in Burope or in the near or a little more remote future a devust-
rting ware I nglend and France hold to their position such

intermediary solutionm in Cermany will not be necessary and
recl peace can be securedes Terhaps you think me still o little
too optimistie, but this is how I see it a little further from
the center where you sit, One thing I am sure of and that is
that this yesr will be decicive and T on particularly anxious that
we should do nothing which will disturb the situation, Ve cen
do very constructive things without taking eny reel positive
actione

I think you eare quite right that no matter vhat happens
in Cermany there are certain thincs which will remain, and I
not sure that this will be bad in every wny, Some of the inter-
nal administrative changes which heve boen medo are certainly all
to the goods The new spirit arcused in Germany need not neces=
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sarily be dangerous if Cermeny has a reasonably directed




If at any time you get some news as to what really
caused the death of Seeckt I will pppreciate it very much, I
cannot pet away from the irmpression that his death was caused by
inner disturbances brought about by the belief that Germany nipght
be on the brink of a disastrous war provoked by Hitler., One of
to whether there

our friends would have a good idea T think as

is anything to this,




