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Berlin, Germany, January 27, 1938,

Personal and Confidential.

Dear Mr. Messersmith:

You will remember the communication I sent to
you some time ago from Louls Lochner with regard to
the plans of a Putsch in Austria. I am enclosing here-
with a copy of a report which came in this morning
from Mr. Klieforth (the pouch is leaving in two hours)
and I thought you would be interested in reading hils
report which of course comes from the Rhineland and
only confirms the rumors which have been persistently
current in Berlin.

I had a talk last night with a very well informed
person close to the Foreign Office, Schacht, Krosigk
and others, and he confirmed the information we have
with regard to the Austrian Putsch and belleves that
something will be attempted there in the near future.
The last information I have had from sources rather
close to the Nazl radicals states that Mussolini has
now definitely opposed the plan and I notlce that
Mr. Klieforth makes reference to Mussolini's opposition.
The fear among the Nazl radicals is that if a Putsch
i1s made in Austria under the prestige and guidance of
Hitler, the Rome visit may become impossible. It 1is
believed, too, that the grandiose fashlon in which
Hitler is tobe received by Mussolinl i1s intended as
a sop to Hitler to offset Mussolini's refusal to approve
a plan of a Nazi Putsch in Austria. I learned, too,
from a reliable source that Mussolinl explained to
Hitler when the former was in Germany that if he
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wanted to accomplish anything he must not consult his
generals; that if he, Mussolini, had consulted his
generals with regard to the Abyssinian war he would
have accomplished nothing. I understand, too, that
Mussolini has asked for the removal of Ambassador von
Hassel as it has come to Mussolinl's attention that
von Hassel has warned his Government against being
carried along in Mussolinit's political wake and that
this course would eventually be hlghly dangerous to
the basic German interests.

With regard to the alleged projected Austrian
Putsch I am sure that the Austrian Government is very
much alert to the situation as since the time when I
sent you Lochner's note the rumors havebeen confirmed
from a number of other sources.

With regard to the Wirtschaftsministerium it
appears definite now that Brinkmann as Staatssekretaer
will be the real head of the Ministry under Goering
and that Funk will act more or less as a figure head.
Posse will be retained, I understand, but the leading

part in the whole set-up willl fall on Brinkmann's
shoulders. My friends here do not expect Brinkmann
to last a great while as he is very loquacious, frank
and critical and he will probably talk himself out of
a job.

I understand also from reliable sources that
Goebbels 1s under a cloud and the fact that Dietrich
is now the most important man having to do with the
press shows the disfavor in which Goebbels has fallen.
I am told that the actual power over the film has been
taken actively away from Goebbels. My informant thought
that his eclipse a la Grandl or Balbo is in the offing
and that Goebbels may go to Rome as Ambassador.

What Klleforth says in his report with regard to
Goering 1s also confirmed here in the highest sources,
namely that Goering is the most powerful man in
Germany, but that his arch enemy is Hirmler who
controls the pollce and armed SS forces. Strangely
enough, well informed persons belleve that the present
situation cannot last a long time. I have always dis-
counted such opinkons and believe that the present
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political line-up can last many years, but the best-
informed Germans think that Hitler's megalomania

and the tendency to make a God of him will have
definite political results in a year or two and
therefore they give Hltler a fairly short time to

rule. The feeling is that a military dictatorship

1s coming with Goering as the active head of the State,
but I think that is looking for developments which

are much farther off than political observers believe.

They are now contemplating new legislation against
the Jews. They are not to own any real property in
Germany and emligration 1s to be restricted,so far as
Devisen facilities are concerned, only to Palestine.
No Sperrmark hereafter will be convertible for
emigration to other countrles. This of course is a
serious blow to the American immigration as it will
tle up the assets of German emigrants to the Unilted
States so that hereafter persons emlgrating from this
country to America will be entirely dependent upon the
resources of their Amer ican relatives and friends.
This decision has been arrived at partially through
the representations of the Bremen Gauleiter who
complained to Hitler recently that German emigres in
many countries, particularly South American countries,
were opposing German trade by establishing export and
import contacts with countries in competition with
Germany. The Nazis are coming to the conclusion that
the emigration of German Jews 1is not in the public
interest, but that there is no objection to continuing
their exodus to Palestine. Evidently pressure will be
put on the British Government to facilitate immigration
to Palestine. I understand that these regulations
will be made known early next week,

I shall be very pleased 1f you would let Mr. Moffat

have a copy of this letter.
Fai7 1Yy you%

With warmest regards, I am




