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Pear Mr. Secretary: 

I understand tha t in «OBM» form the question of poss ib le 

negot ia t ions with Qerraanjf s ? a t r ade agreement. In perhaps 

eve* flrtrery l im i t ed fern, l a coming under discussion again 

In the Department. I have j u s t a few ssoiaents t h i s scorning 

hut wish to put Jus t R few thoughts before you in t h i s 

connection. 

X think i t would, be nost unwise in every way for us 

to give the s l i gh t e s t encouragement a t t h i s time to Crerraany 

to be!lave t h a t conversation!! can be entered, in to with afl|F 

hope of success even for m U n i t e d agreement. I f we wish 

to do anything t e weaken our own pos i t ion a t hose o r abroad, 

i f we wish to do something which wi l l v@ry d e f i n i t e l y weaken 

the general i n t e rna t iona l s i tua t ion and give r i s e to fur ther 

dis turbance, If we wish to dc anything to take the ground 

froa under our t r ade agreements pmgpam, i f we wish to d» 

anything which wi l l p r a c t i c a l l y assure t h a t c e r t a in narkats 

tesmorarl ly l o s t or r e s t r i c t e d for c e r t a in raw material s 

and ag r i cu l tu ra l products w i l l be de f in i t e ly l o s t to u s , 

the best seasure to t ha t end wi l l be to t e l l Germany under 

ex is t ing conditions t h a t we a re prepared to negot ia te *s&t& 

her* 
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The facte are that the German position ha* In no way 

changed. She way be showing more remrvQ In certain respects 

in the external field but her objective* externally remain 

unchanged. In her internal policy she 1B continuing to show 

absolute inflexibility In adherence to the economic, 

industrial, finanoi&l and social progrnm. The practical 

separation of Sehaeht fro» the formulation of economic 

polio?-remove* frost the German field the only strong 

Individual who In any measure stood for, some of the things 

which we stand for and cannot eaorlfioe. Germany is more 

than <*ver, therefore, definitely embarked on a trading, 

industrial and financial program such as that which has done 

our trade and interests so much harm, and which is pausing 

so such disturbance in the general world situation. There 

is not a singla concrete factor on which we ©an put fur 

finger, which would indicate that there Is any change in hmr 

policy. 

Those who o«n speafc with authority for Germany today 

hava aald m$ continue to say privately that thera in nothing 

that Germany oan do at this time to change,her policy without 

the risk of h&v whola structure going down. As Sohacht once 

said to me, *1# we raske the smallest hola la the wall which 

we hava built around Germany, it will get big so rapidly 

that the,whole structure, •eonomlo and political, will 

crusibla*. This, I boliava, is generally recognised In 

Germany 



Germany by nil •laments and, therefore, there can be no 

change expected until there le a complete change in poiley 

in Germany and there 1* .nothing llks that in slight. 

It is futile, therefore, to think even of conversations 

for laost United agreement with Oaraany, 

Germany doci wish to begin such conversation* with tie 

not with the thought thst she would really arrive at any

thing but because of the effect which the knowledge that 

conversation*? are in progress would have, She wishes It to 

be known for the advantage it would give her that she is 

talking with us. 1 believe even that knowledge that we are 

talking with her would have a very disturbing and further 

disintegrating effeot on the general situation. Even an 

honest man in a oomnunity must have a right to Maintain certain 

defenses and reservee with respect t© the gangsters or 

racketeers in the oomraunlty. 8© in tha community of nation* 

a country Ilk© ours has a right to maintain certain defense* 

and fwserves such as those we have been maintaining and we 

cannot give then up merely to satisfy the gangster end 

racketeer countries in the family of nations. 

Yesterday the President of file of the most important 

companies In this country end having wide Interests in many 

part* of the world asked m© whether it was true that active 

conversations were in progress between the United states m& 

Germany for the settlement of her obligations to urn. I told 

hl» X knew of no such conversations and asked him where he 

got 



got t h i i isstpres s ion. He Raid, tha t th© company was the 

holder of * l a rge number of German bonds which had been 

issued by one of th® most important firms in Germany in 

settlement of t h e i r ob l iga t ion to tho** These had been 

issued through, two important banking houses in Hew York 

some years ago. Ao service on these bonds In any for* had 

ttopped except in raarks and as the oorapany had loomed tha t 

r ecen t ly , under pressure , ce r t a in firws in other countr ies 

had hnmi ge t t ing payment In foreiign ouvrfmoy of c ap i t a l 

and I n t e r e s t , h ie f l r n had taken up t h i s n a t t e r with the 

German firm and. had been promised repayment of * pa r t of 

the c a p i t a l OUM in d o l l a r s . **hen nothing happened they 

took i t up with the German f i m » He showed rae a l e t t e r from 

t h i s f l rm t which i s a world known one, in which appears the 

statement tha t tho oompany oan take no act ion on t h i i o a t t e r 

a t t h i s t i n e as the whole question of Germany1s p r iva te and 

public obl iga t ion* i s now ac t ive ly un&^p discussion with the 

United States and tha t act ion must await settlement of tha t 

i s s u e , She American said t ha t he took up t h i s question with 

the two Hew York banks which had been in t e r e s t ed in the issue 

of tho honds.and they gold t h a t they know nothing of suoh 

nego t i a t ions , t t o ld hiia t ha t | knew nothing of any such 

c© nversations being in progre«% 

I raentio* the foregoing as an ins tano* of the manner 

in which formerly responsible German ooapanies are obliged 
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t t deal under tha influence of the Sovemient in Germany 

today. There I s , of oourse» no bas i s whatever for t h i s 

statement or aasuranoaa Bade by t h i s German company In th# 

above mentioned l e t t e r to the American company.. Germany i t 

not prepared to give us anything but assurances. %e i s 

not prepared to m/ike the s l i g h t e s t hole in the w a l l . . 

Assurances a r t the only th ing tha t she would give us . We 

know that we cannot depend on any of them. 

I am, there fore , very de f in i t e ly and very strongly 

of the opinion tha t w# should leave no doubt as to our 

p o s i t i o n . I think that- we ahould give Gsrmany no encourage* 

roent whatever under exis t ing circumstances tha t we nay be 

abl# to engage in conversations for a t rade agreement. The 

effect i n t h i s country alone of such conversations wuld be 

d i sas t rous and would remove the f a i t h of the American business 

«&rld and of the American people in t h i i t rade agreemente 

program. The honestyand firmneaa of a l l tha t we have said 

with regard to the p r inc ip le s underlying the t rade agreement?? 

program would come ln t# ques t ion . I t would appear t h a t , 

for eorae f l i g h t I l lusory and temporary advantage, we werf 

apparently wi l l ing to eomnroraiss; the p r i n c i p l e * underlying 

our program and economic aystem. The bes t serv ice we can 

do to our t rade and i n t e r e s t s i s to l e t Germany r e s t under 

no i l l u s i o n s as to our a t t i t u d e . 
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I know I t tram pergonal knowledge and d l r eo t oon-

• e r e a t i o a with thoee in te res ted in Germany, 111 the ree l 

future of 3-erman industry and in Oartaan i n t e r e s t * a« a 

*hol9 t h a t i t i s t h e i r deep-seated and. earnest hope t h a t 

we wi l l not engage in any oonveraationis on a trade- agreement 

with Germany u n t i l her e n t i r e program i s changed. These 

$»od 0«mnn»» and there *re ?sany of them l e f t in industry 

*md finance an well fce in o ther f i e ld* , hope ami pray tha t 

we wi l l not respond to these Maneuver® by the German tkjvenw 

reent. *hey see In our f a i l u r e to respond and tsnlnt&in a f i r s 

stand the only hope for Germany and for pa^oe and for A r@ign 

of l«.w and order and r e s to ra t i on of peaceful t rade in the 

world* 

This i s a vary b r ie f nasiorantitus nnd very *&»tohy and 

incomplete, but 2 wished these thoughts?, whioh represent 

also iay deepest oonviotione, to be before you at the e a r l i e s t 

sonant •-
• • • 

Cr. B» teenfteremith. 
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