XLfdJiz January 14, 1939,

The Secretary

The Under Secretary
PA/D - Mr., Dunn

Eu - Mr, Moffat

EA - Dr, Feis

I think I should comment briefly on the appended
strictly confidential deespatch no. 469 from the “mbassy
in Berlin transmitting a memorandum of convergation which

Mr. Heath of the Embassy regently had with Dr, Schacht.

In this memorandum again Dr, Schacht displays certain

methods of procedure with which some of us who know
him well are qulte familiar. The statements of Dr. Schacht
reported in the appended memorandum are that mixture of
truth and mierepresentation which are so charactericstioc
of him. In view of the fact that Dr. Schacht has no real
influence in the German Government today but that very
real misapprehensions exist among so many otherwise
well-informed persons outside of Germany concerning his
real position, I think the following brief comment may
be interesting.

Dr. Schacht ie so complex a character that any real

analysis
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analysis of the part which he has played would have to be
quite lengthy. I ghall, therefore, confine myself %to some
very brief comment. I ghould =zay at the outset that I

know Dr. Schacht very well, have had a good deal of contact
with him over a number of years, and 1t so happens that some
of his most intimate friends are also friends of mine with
whom I continue to maintain close contact. I believe,
therefore, that I can speak out of a direct and very definite
knowledge of the man.

There 1s no question that Dr., Schacht i1s one of the
most resourceful, clever and at the same time most
unscerupulous bankers in the world today. To understand
him it 1s necessary to realize that his dominating
characteristic is his ambition to play a great role, to
be 1In the public¢ eye and to have hlg outstanding merit
recognized. Dr, Schacht believes himself to be the greatest
banker in the world today. For American bankers and for
Americans as a2 whole he has contempt. This applies
particularly to American bankersgs, He has a certain regard
for individual English, Dutch and French bankers but even
these he considers aes very much his inferiors.

w&nw contempt for American bankers he has

expressed openly, and in private, in terms which are so

filthy that I would not wish to put them in words.}his

feeling with regard to Amerlecan bankers creeps out in his
gtatement to Mr, Heath in the first paragraph of the

appended




appended memorandum,

It muet be recalled that Dr. Schacht wes in eclip=ze
in the period immedintely preceding the coming of the
Hitler Government into power, He lived toward the end
of 1932 at his country place near Berlin. He served as
the center there of those industrial and finanelal groups
which finally declided to give financial ald to the Hitler
movement and to bring it to power in the bellef that they
would be able to control this movement from the outset.
Dr. Schacht, who had no sympathy whatever with the
National Soclalist movement, persuaded and stimulated

industrialists and financliere to give thig ald %o the

Hitler movement largely because he felt that through

its coming into power h2 would regaln his former position
in Cerman public 1life and, because of his personal
capacities, would become a dominating factor. It was
no gecret to those who knew him best that he felt that
he would be the inevitable successor to the very old
President Hindenberg. Dr. Schacht felt that because of
his resourcefulnesgs and the need of the National Socialists
for a man of hies financlal capacities, he would become
the domimmting factor in the Party.
There 18 no doubt among well informed persons that
fchacht found himeelf obliged,in order to maintain

his
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his position when the new Government came into power,

to carry through the autarchic measures 1n which he had

no confidence whatever, He on more than one occasion
durdng the first two years of the present regime stated

to me that the sutarchic measures and the general internal
program followsd by Germany would lead Germany and EBurope
into a war which would be the ruin of Lurope and of Germany.
In spite of this, in order to hold his position, he became
the exponent of all thege ideas in which he di1d not believe
and he used his undoubted great powers in order to build up
the present aystem which he reslizes is so dangerous.

He hag now been relegated into a secondary position
and lg exceedingly bitter. To a friend of mine,who I know
to be one of his most intimate friends, Dr. Schacht has
repeatedly snid within the last year that the course which
Germany 1lg following can only iead to her ruin and to a
war. #hile it ig true that Dr, Schacht has no sympathy
with the present CGerman Covernment, and particularly its
internal program, and while it is correct that he 1is
particularly opposed to the anti-Jewish and other dig-
criminatory measures carried through by the Covernment,

he 18 not sincere when he gsays that he ig interested in

ending the econcmic conflict between CGermany and other

gtates because of the further danger vhich 1t hag for the
Jews, His statement to Mr, Heath, "that his urgent desire

for




for a settlement of the economic conflict and difficulties
in CGerman-American relations wag not because of the

mutual economic benefite which would result but because
such a settlement would work %o prevent further measures
agalnst the German Jews", is utterly ineincere. In reality

Dr, Schacht ig not interested in the fate of the Jews.

He is interested 1n settling the economic difficulties

ween CGermany and the United States in order to emerge

from it as the great man of the modern world.

His statement to lr. Heath, "if I could only sit down
with Secretary Hull I know that we could quickly find a way
out of our difficulties”, 1s merely one of those tynieal
expressions which Dr. Schacht likes to use. He knows that

cannct do a single thing of himself and ~2ll he has been
since the Natlonal Socialist Government came in is
the wouthplece and instrument of the most
radical elements in the Party. If he were to =it down
wilth anyone, he would not be sctiing upon or expressing
of hig own views bul would be a mere instrument. He
1y incapable of carrying through any of the
policies which he believes to be sound. I could document
this statement with any number of instances from perscnal
knowledge and experience,

It may be recalled that before Dr. Schacht could in

any
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any way talk about the refugee matter he had to get in

touch with Hitler himsgelf. The whole record of the Depart-

mént in the last few yesare shows that he is utterly

undependable, that he has no power and that 1t 1g not
likely that he wlll have any as long as the present
Government remains in power. He will continue to be

used as a fagade by the present Government and even guch
otherwige well-informed persons as Kr. Norman of the Bank
of Zngland and others will continue under the 1llusion
that he has power,

The reference in the appended memorandum to his
present reduced status in the German Government is
significant only in the gense that 1t shows his chagrin
over his esecondary position and 1is indlcative of the
primary characteristic of the man -- one who ig willing
to do. anything in order to exercise nower or to achieve
powers

The foregoing 1s a very brief and altogether
inadequate resume, but I feel it extremely important
that these statements of Dr. S8chacht be kept within
their pergpective. I may add that there ig further

ample evidence as to his complete unsgerupulousness.
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