Berlin, Germany, April 21, 1934,

Dear Mr. Phillips:

In my last letter I mentioned that Miller,
the Acting Commerclal Attache, was preparing a
resume of the economic and financial situation
for the Embassy as part of the background
information to be presented to Mr. Child on
his expected arrival here. As I anticlpated, it
1s a very excellent review of certaln aspects
of the situation here and I am sending a copy
to you now as I feel sure 1t will be of interest
to you and to others in ¢t he Department.

He has avolded, as was of course proper, in
his review a discussion of the political factors
in the local situation, but these have been
pretty well brought out in my recent letters to
you. The review 1s interesting because it brings
out some of the ma jor detalls on which my own
conclusions expressed to you have been based.
The review may be particularly interesting to
you in the Department when I say that Miller's
eonclusions have been entirely independently
arrived at and in no way influenced by my own,
and yet it will be apparent that we are very
much in accord in our apprraisal of the altuation.

There 1is only one ¢ orment whieh I should

1ike to make now on the review, and that 1s with
respect to the trade balance for March given at
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the bottom of page 8., According to the Mareh figures
just published, exports in that month were 401
million marks, imports 398 millions, leaving a
favorable balance for Germany of three millions

as compared with an unfavorable balance of 35
millions in February and 22 millions in January.
According to these published figures, March exports
were well a bove those of January and February of
this year. We here have little dependence in these
figures. The March figures were published four

days later than these statistiecs usually appear,
and I think in view of the situation they were

cons idering in what way and how much they should

be doctored. It seems pretty clear that the real
export figurea for March would show a further
decline over the preceding two montha rather than
the increase iIndicated by t he published figures,
this taking into account that March has three more
days than February. Exports are s teadlly fal ling,
and that is the major factor.

The situation is serious and is recognized
more and more to be such here. A very good friend
of mine from a near-by country, who is one of
Schacht's oldest and best friends, saw him day
before yesterday and he told me of his conversation
with Schacht. My friend saeid to Schacht that the
situation here looked very bad to him and Schacht
said that it was. My friend then said that it looked
to him that they would soon be having bread eards
here in Germany 1f they did not change their
policies, to which Schacht replied that they
would be having more than bread ¢ ards and that
they would probably be wearing paper clothing. My
friend asked Schacht why they did not do something
about 1t and Schacht replied that Hitler understood
the situation better, but was apparently not yet
prepared to make any changes.

I have been away from my desk almost a whole
week with the grippe, and am on my feet again for
the first time this morning. I did want to get this
memorandum to you, however, by the pouch which
leaves to-day as I believe 1t to be a very sensible
and understanding analysls of certain aspects of
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the situation., Miller, by the way, is a very use-
ful man here who under no circumstances should be
transferred. He has been here for many years and

has really an extraordinary knowledge of the
economic and financial situation, and although

he was quite unproductive until the upset came in
Commerce, he has been doing a splendid job since the
reorganizations of the Berlin office. If the cutting
down of the s taffs of the Commercial Attaches in
general has had the effect that 1t has had here, it
has been, as I was sure for years it would be, one
of the best things that could be done in the field.
With a staff only one fourth as great as the office
of the Commercial Attache formerly had, it is doing
better and more worthewhile work than it did before,
and Miller particularly 1s distinguishing himself.

With all good wishes,
Cordielly and falthfully yours,

The Honorable
Williem Phillips,
Under-Secretary of State,
Wash ington, D.C.







