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sahacht was recalled by litler to the iresidancy of tue
Reichsbank on “arch 17, 193%. '

Ec.No.395.

suhscht was appointed by Hitler acting ‘dnlster of Zeonosics
in fuzuet 1%34 |

By mecrei deoree Leohacht was appointed Oeneral Ilenipotentisry

for the ‘ar Zconomy in &y 1455,

Sehacht was re-appointed for one year as .resident of the

Kelehsbank on 16 sroh 1937,

he.ﬁo.ézi.

sehacht resigned as ddnister ¢f Lecnonics, Yovember 1437,

70104333 ‘

sehiacht wag appointed ‘dnister without sortfolioc at the suae
tine,

G K0l 396,

#chacit was re-appointed for & {our jyesr term as president
of the Relchisbank on 3 Hereh 1938,

G0N0 595, m

senmeht wag disnidased es iresident of the leicisbank on 20

Jrnuary 1959,

Bo.Jio. 338

with the thanks of i:itler,
sehacht was Gisnlsued as Mnister without ;ortfolle in
Janusxy 1943,
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sobacht wae uwarded honorary wemberahip in the liasi
sarty and the Golden Jwastika on 0O January 1Y37.
soufoe

~ehacnt vme @rrested by the Gestapo un &) July 1ués.
~oheoht wos found in & Cerman prison camp by UesSe

Forces in Jay 1945,
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Indictuent 1V, s,

W wechacht needs itler and Goerin..

. Gohecht £i:5% set Goering in Deceaber 130 wien he
acoerted an invitation of von tamuss of the Deutsche lsnk
for the purypose of weeting oering. There the Seraan
finsneinl sitw:tion apd its soononde diificulties were
dlscusnsed,

Interrogation of oohaenht, 17 Gotober 1945, page 54,

(n § Jenusry 19%1 Jehecht act dtler aut LJoering's houae,

fore ., Interrogation of Jchaeht, 17 lctober 1uY45, puge 958,
rit. Thyssen was also present =2nd Hitler elaboruted on his
Mational Joclalist progran.

b, selischt i converted.

iven before .ieetiny l'itler mnd loexriny, .eiecht lLad
stated pudblicly that no Jerawan Covernment could wfford to
disregsrd the 20 per cent of its population which was
Kationel Zocialiat,
RP.98-0. . Interrogation of Jelachit, 17 Cctober 1lu4d, puge 59,
concernin,, lLis speech to the Bavarinn Ieoples' .ardy.

AC 110, ; Speech to Bavarian ieoples' lurt,, Jrankiurter
seitung, B sugust 13530.

Jhen ceheent left Coerdng's house after aceting ilitler
ne thought °litler was a uan wilh whom one coulld co-cperate”,
and thet "if his idess, whicii he developed thet ni..l were
bucked Ly = big party, and it scexmed to be, I thought ihay
one could Join that sroup for public jurposss.”

meves ; Interro. ation of .elhacht, &0 duly 1.4, ja.e o4,



He bocnwe interected in begoming & co-worker of Hitler
vien he sew thet atler h.d & ases perty that waa likely to
take owar.
wea i, interroswtion of Lohacki, 17 Cetobsr 1945, page 5Y.
tie became a supparter of iitles's cuvidng to power during 1951
wnd 1Yod.
oy 2ir Y y Jbid, .ase 58,
ve told Sfunk lste in 1451 or early in 1932 "that he had joined
the Ferty #8 hLe was cunvinced that the NIDAF would soon be in
control of Verumny®
oD, Jtateaent of talther Punk, 28 dune 1945, page .
He rocelved tihw hallemark of approvsl froa Goebbels himeself,
Un 29 Foveaber 1U5<2 Goebbels noted in his diery: "In a
conversation witiu Jr. schacht I seswed mysell thut he
absolutely represents cvur point of view. lie is one of the
fow who acoepis the Fuelrer's position entirely.”

Beos y Vom Raiserhof Jur Relchskanglel, uenchen 1934, page
e, lnterro.etiom of Jenachiv, 17 (otober 1uU45, puage HO.

Ge selaaeit nelps dsvlor 0 ndwer,

In the ‘pxing of 1usl, in lemmark, -ohachi in a speech on

repusations wnd the Versallles Tresaty, praised [iitler.

wehacht's beliefs in 1931 alveady f{oresiadowed the
Fusiaer wrinciple, in 1931, in *The ind of Reparations™

EC hpe sy, "lohacht i seinen jeusneruncen - “Sehaecht in Fls
Utiersisces, Herlin, 1407, puge 249

he decizred:! The msmsces lack initistive which necewsgurily
originates witndn the irdividusl. That 18 why the madses are
always 4liing to follow u lewder personality.

ite "mester ruce” ineory 48 well wes couched by .chaocht
in lyse =g follows: "inly when & nation wvalusgs her own ability

and efforts o8 scuethdng valusble and when 1t sets its own

cultural volues =bove «ll others, ig it osble t0 add something

wortrnwhile to lnternavional, peesceful, cultwal co-operation.,”

2L ong, S, celacht, “irinciples of Lerman folitical Loonony”
ibdd, page <l.

U

-



-

it the erucial ?qlitieal moment in November 1332 Schacht
stated publicly that he expeoted Hitler to come to power,

Be» , Interrogation of Sehech$, 17 Cctober 1945, page 59.
He knew such a declaration alght re-assure conservative cirecles
ahroad.

Bo » Ibid, pages 60-1,
ifver Hitler's poor siowing in the July 1952 elections Schacht
wrote Hitler on 29 August 1932 pledging his support amd urging
fiitler to be of stout heart. "Your movenent is carried
internally by 8o strong a truth and necessity that victery in
one fora or another csnnot elude you for loag." |

Ho. y Serial C,11E/MMNS 4.

Sehacht worked on behalf of Hitler with leading bankers

and industrisliste, ineluding von Stauss of the Deutsche Bank

and Schmitt end MHilgerd of the illiansg Insurance Corporation
snd the Hunioh Reinsurance Corporation.

Bony y Statement of ‘el ther Funk, 28 June 194%, prge .
Jehaeht orzanised the financial nmeans for the decisive 'lsreh
1953 eleciion at & meeting at Goering's house at which Hitler
apoke to the industrislists. A1l the prominent industrialists
and bankers were present. Jeversl nillion markas were rulsed
as a campaign fund, It was Schacht who took up the collectien.

Bo. ) Fovbemate'sf Pean, i3 deae Ters e IO B

}53- 29 s Stateoment of von Uolmitaler,

Although SCHACHT meintains thet he never was formally a
member of the Nazi Party, his blographer points out "it wus
certainly & gquestion of minor importance wiether he should
Join the Party orgenisation. Iy not Jeining it he was able
t0 aid the Parsy more, a% least wntil 1ts final vietory, than
by becoming & member of the Farty’.

Franz Reuterj “SCHACHT", Deutsche Verlags-
Astalt 1937, page 1l4.

-5 -



11T, SOHACHT ENG' MITLERYS JNPENTPIOND FOR AGORESSIVE Wi
Indictment counts I and I7T.

sehaoht Gid much froa 1955 to Jaauwary 1939 4o fwnish
Hitler with the neuns of his aggression, lis knowledge of
idtler's intentions is in issuse, |

Ao sehacit hinself was a Cermun nationalist and

expanaiocnist,

He apoke eozinst the Treaty of Versailles,

Be, No.4lj , Speech, 16 July, 1936, at laaburg in Schach¥ isn
Jeinen Zeusserungen (13937) pazge 132}

e HOe 415, .tzbilization of the Mark, Stuttgart, 1927, cited
in Lolmeht in Jelnen Aeusserungen (195%) page 129,

2. e wae an advoeate of tlie necensitvy of Lebensraum for the
Ger:wn gooples,

Lo Hoo %12, Lecture, Y Jec. 1936 befare Lssn., for Jeography
& statietlosz, in- scuasht in Ueinen Aeusserungen (1932) page 144,

"No great nuiion willimgly allows its standard of living end
culture to be lowered, snd no ygreat naticn scocepts the risk
Yhat 1% will go hungry®
¥c. Ko, y Foreign affairs, Januury 1937,
wehmont stated in rarie in 15291 “Cermeny can generally only -
pey if the Corridor and Upper Silesia will be handed baock to
Germsany from rolish yowa&aai&n and if besides somswhoere on the
earth colenial territory will be made avallable to Germany”.
Ke, Interrogation of Schacht, 24 Awgust 1949, page 94,
In bis ‘mericap lextures im 1330 Sehecht, zlthough
emphasising colonies atrossed: “that 1t would be necessary
to give Germayny some egonomic outlet of her owa",
ﬁ&Q Interrosation of Zehmeht, 23 July 1945, pagse 53+
Je le vam in favour of an Anschluss with Austria.

4o He believed uhast Germany mast assume "ite rightful position
a8 one of the rued rowers of lLauxope®,

o, Intorrogation of Lchaocht, 13 CTctobar 1045, page 19,

-6 -
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ICHACHT early read "llein Kampf™,

Bws Interrogantion of Schacht, 26 Septenber 1345, pagze 153
BS Interrogation of Schacht, 13 Ootoder 1945, page 2,

Cs SCHACHT knew HITLXR'S intentiong were toward the fast,
shidi meand wer.

SCHACHT knew that HITLER'S intension was directed touwards
the Zast. He knew that unless HITLER could be diverted it

meant war.

e Interrogation of lohacht, 13 Cetodver, 1945, page .
He knew that there =88 no territory in the eaat which could be
won without going to wexr, That was his opinion "all the time”,

3. Interrogzation of UCHACHT, 13 CUetober 1945, page 5.
He thought it neceasary to try to divert [HITLER'S attention froa
the Zast. This diversion was on SCHACHT'S suggestion to be a
colonial acquisition by the Reiah, EI?LEH in the early
discussions was “noet enthusiastic, and not very :much interested”,
in & colonial solution. |
. N&. Interrogation of SCHACHT, 1% Cctober 1945, page 2.
HITLER'S intentions towmards the last SCHACHT knew "asm esrly
ag 1332" |

228 Interrogetion of JSCHACHT, 13 Cctoder 1y47, page l.

Ds  SCHACHT helped HITLIR to acquire rilitary strengih

and politiocal bargeining power to be uscd zzainst other nations.
Indictment IV, ¥, 1.

Knowing the dangera of war if HITLLR ocould not bde
*g@ivarted", he helped create & powerful mrned foree for HITLER.
His purpose, by his own admiselion, wos to make Germany etrong
encugh in armament to prevent the fowers from interfering with
HITLER'S plans, vis-a-vis particular emaller countyies, HITLIR
~hed a "free hand* to deal with aemscgmm Lhecause ke had a

- 7 -



Wehirmacht; for if ne Lad not, England and “yonce nizht have
intervened,

B, interro ation of LOHACHIZ, 17 Cctobver 1945, pages Tl-2,
1t was the . ehrmscht SCHACHT had oreated that enabled HITLER
to offect the amcquisition of AUSIRIA.

EC. Ho.<91 Speeoh of SCHACHI to the saployees of tue foruer
fagtrian Natvionel Bank at VIERNA, 21 March 1938,

SCHACHT aimilkrly took oredit fer the mwans he had orented for
the furtherance of the foreiyn policy which had effected the
acquisition of the SUDETHRLARL, |

Ec, He.g&séapaeeh by SUHACHT, 29 Rovember 1938: “Finance Miracle

and the Idlan 3
EXX X XXX

the puryose of rearmamaent was later stated By LUCHACHT:
"The heichabank was clsar from the beginning that foreimm
policy successes could be attained only on the ground of the
re-creatlon of the Jermn (imed Ferces., It therefore tock
upon itself o far reaching financing of the armament dsaplte
the dangeres thet lay withdn it to the currency polioy.
Justification therefore lay in the necevsity s..... imiedistely
to create wroament whiich would make possible 8 forelgn policy
commndin, roespect”,

2C. No,2b9_ tlemorendum of Reichsbank lirectorate signed by
SCHACHT? to HITLER, 7 Jenuary 1939,

This statenent nakes it eleax that SCHACHT never intended to
creste the Armed Porces for defence alone but at least "“for
foreign pollicy succasses."”

Be SCTACHT knew cirectly HITLER'. lutentions fox

s gresgive wor,

1, Prom his numercus talks with HITLLR frem 1933 to 1937
SCEACHT believed "in order to meke his hold snd Governaent
seoure, the Fuelrer felt thet he must present the Jerman peopls

with & militery victory,® .
¥, Interrogation of HCHACHT, 9 July 1945, puge 6.
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2, o talked %o HITIER about war problems, for sxample,
the need for gold during wer,
- Bb. Jtatensnt of Blomberg, 12 Cctober 1345, page 135.
3 SCHACHT continusd to sorve HITLL 'L puryose alihough his
- *firmt aoral doudts abiut UITLER originated in 1y34"
B e Interrozation 'cf CCHACHT, 16 CotoLur l%4., page 21.
4. 1t wna SCHACH2'3 opinion that "any over-doins of armsments
containg the danzer of war in itself.”
7 Interrogation of SCHACHT, 16 Uctouer 1U4%, .age 3
In the sanse year "his doubts about the over-doing of the
Gexraen aéonomio and financiel strength originated.
¥o. Interrozetion of SOHACHT, L6 Cetober 1Y45, page 2%
Yot ho continued until January 1939,
5 In 19%6, not only did SCUACHT have doubtis about the over-
doing of armazents, bYut he was explicitly told dy CGOIBING am
early as Sepltenbe 1936 that HITLZER aonmeidered war with the
USiR inevitadle,
EC.RBo. Wi !lnutes of Meeting, 4 Seplember 1436,
%ith SCHACHT'L kmowledge of HITLOR'D intentions towarde the
esst he xnew NITLE: would be the sygreasor, and yet he
continued. | | |
6. Fe continued in an atmosphare of mounting tension end
telk of war. The nmeetings presided over by GUERING im 1936
dealt with war as a :usmjor provlem, ‘fhus, LUHACHT heard
GOURING state at the meeting of 27 May 14936 that “all mneesures
have to be cmeidered from the point of view of a nafé conduct
of war.. |
Lo.Fo.220,
At the bamn neeting the juestion was raised of "mobilieation
requirensnte” and whether éartain German manulaoture “should
sterd in peacetine or whether it would be more desir:ble %o
keep & reserve.”

£0. 0,220,

He heard GUIRING siremss st the J4 lay 1936 nmeeting that there

was no longer time to wait for new methods and that facts wers
Qg-



needed on the "requirements in case of war",
£C _Noe 220,
At the 4 Geptenberly’6 moeting, GOERING maked rhetorically
what sort of risk it was thet cur industry fears cogparved to
the risk in the field of foreigm affairs which the Fuehrer rsn
80 continuously. UGCBRING pqintoﬂ out thet "all acasures Lave
to be tuken Just as if we were sctually in the stags of imminent
dangeyr of war“, He pointed ovut that "if war zhould bhreak out
to~morrow we would be forced to take measures from which we
aight poesidly atill shy away at the present moment, They are
therefore to be taken". Upecifioally GOBKIRG noted that v,
GUERDLER had presented 2 nemorandum which was *absolutely
ugseless” because “in addition to many other errvoneous shoughte
it contalns the proposal of consideradble limitation of arﬁﬁnanta".
ihe extrome urgency was manifested by GUERING'S remsrk that
"existing reserves will have 10 be touched for the purpese of
carzying we over this difficulty until the goal ordered by the
Taehrer has been reached; in case of war they are not = reliable
veoking in sny case”, ‘
Thet Juaner ICHACHT was told explicitly of the wrgeney of
the situstion when BLOMBERG pessed to him persopwelly &n
inetruction quoting HITLY. to the effect that all formations
of the Alr Force were to be ready by 1 April 1937,
/ ﬁ_"i Fo. 7 BLOMBIRG to GOIRING, 21 August 1936.
7, |
intention for aqzression.
i, 48 early as 1934 UCHAUHT gave the 1mpréaaioa to a competent
“diplommt that he wae holping maintain aregime in which in many
respects he was not in aympathy "and the dangers of whose
policies for Gerueny and for the gquiet of the worldd he

Hie conteipor

- 10 -



thorougkly understands, .
Fp. 5,120, MES.ERSMITH to FHILLIPS, 13 ipril 1934.
2. He told Ambagsador DODD in Ueptember “that the HITLER
party is cbso.utely committed t¢ war, and the people, tdo,
are ready and willing"®,

DODD*'B Diexy, pages 175-7.
SCIR CHTy 4in 1935, told a representative of the UNITED JTATLS
Department of State that they would got colonies through
negotiation if possible but, if not, "we shall take them",
Hosl~127, 23 ueptember 193 .
3+ In Hsreh 1937 when he already had grave technical doudts
about direct further Relchebank finsncing of armementa he
agreed to give NMITLER another 3 billion Reichsmarks. (ace
infra}. fis awereness of HITLIR'S intention, SUHACHY? made
oxplicit in that same year. In January 1937 befors his
granting the srmement credit toHITLER, SCHACHT told Anbassador
DAVIES that the precent condition of GERIMANY was intolersble
and that he had been suthoriszed to submit proposals to FRANCE
and ENGLARD which would assurg pesce in retwrn for a colonial
cession.

FosL~11l, DAVIES to Gecretary of Jtate, 20 January 1937,
T Interrogation of SCHACHR, 17 Cetober 1945, puge 4.

The inference was olear, thet without a colonial cession he
could not “assure pence”. Sgually clear was the inference
that 1t would be GERMARY in its search for alternative
Lobensrsun that would disturb the peacej end that sggression
azpingt GERMANY was not in issue.

4, By Hovenmber 1937 SCHACET is telling Anbasegdor SULLITT
that PITLER is determined to heve AUSTRIA and at last autonomy
for.the Germans of NCHENMIA,

1=151, BUILLIIT to Jecretary of Siate, 2% Novesber 1937
Interrogetion o SCHACHT, 17 Cotober 1945, peges 5-6.



SCHACHT edmitted thet he uew in 1937 that HITLER still
had at least linited goals, namely AUSTRIA end the OUDETENLAND.
The lntent of his astatement to BULLITT was that the UNITLD
ST.T50 might be halpful in an understanding with CLECHO-ILOVAEIA,
with & clear under-standing conveyed by LCHACHT that HITLIR was
jatent ou his goul, )

Interrogation of SCHACHT, 17 Ostober 194%, page 8,
At the time LCHACHT spoke to BULLIT? there were in his mind
and conscience the fauct that, during the very time, preparations
were belng -ade with respect to nobilisation, that secret papers
wore being puseed about from one Minister to another for the
event of war, that there was alveady a tension in EUROFE and
thiat there were atatumnnfa snd declarations by the Powers with
respoot to pusrenteeing integrities and all the implications
that we knew from the last war that were a prelude (o set the
otage, (Ibid pages 9=10). And this only eishkt months sfter
SCHACHT'S new sromment credit to HITLER, snd only four aonths
after SCHACHT'S determined fight %o maintain his position s
Flenipotentiary fop the ‘ar Sconouwy in the event of war. (See
infre, Jectiom V, ). |
S In lecember 1337, DODU recorded a sumwwmry of & comversation
ap follows: “Much a® he, SCHACHE, dislikes HITLER'I dictetorsid),
he, s most other eminent Uermame, wishes snnexation without war,
if possidble, with war if the UNITED LDATES will keep hends off."
DODD'S Diarye pages 446-7.

G. Zhe events of the period spoke HITILR'C intention.
1, GCHACHT was & clowe collabeorator of HITLER and & meaber
ef the Cabinet during the peried of the Faal oulrages in AUSTRIA,
the introduction of conseription, the mereh intoe the REINELAND,

- the overthrow of tue lepublican CGovernament of FAIR, the conquest
of AUSTRI . and the &mquiaitinn of the SUDLTERLAND by a mﬁau of

force,
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2. 1t was a period of mounting armements during which

the Reich debt tripled from 12,5 billion /i in the beginning
of 1935 to 35.8 billion RM as of June 30, 1338,

NO.2C.wna Letter of von Krosigk to HIILIR, 1 septemver 19738,
It was a period during which armement oxpenditures rose frem
threc-quarders ¢f a billiom R annually to 11 billiem RYM in
1937 end 14 dillion M in 1938, (Ivid)., It was the period
in whiek 35 billion KM were spent on armament, 1t was a
period during whleh only & "daring credit poliey" and groat
sacrifice and "cngagomenf of the laet reserves” permitted the
ermament gosl to be reached, -

ie.R0.379, Hinutes of Council of Mdnisters, 15 May 1336,
Statenent of Schachty, 33 Cotober, 1945, pages 7«8,

e It wae the period whaenm HITLER was taking great risks in
foreizn policy, |

1998 GOERING at Council of Ministers; IlHnutee of 4 leptenbdber
*

4. Speed was the teoxpo of praparatidna. (Ibid).
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IVe GCHACHT PIRANCED THE ARMEL FORQLS WHICH YERD
LITLER' o INSTRUMBRT GF AGGRESSION,

Indictaent: IV, %3 IV, ¥, 1 and 2,
A,  Mithout SCHACHT'S £

Jutions for wer could not ha en finsnced.
Statement or'ymaﬂaaﬁa 12 Gatober 1945 gasea 1l-12,
‘BEo. Ho. 383, ilitaaer Yochen 22 Janualr

intexrogation of Aﬂﬁ&ﬁﬂ?. 17 Cotober 9 pages Gl-2,
Aff4davit of MESSERSMITE, 235 August 1945 ito Ye ro-done);
EC.397 HITLER to UCHACHRZ, 19 January 1939.
Be  LSOHACHR'S partic
armanents was voluntarys

l. lds purpose was us 1 ar t a8 possible, o CHACHD

stated early in e secred memorundum "that the acoocmplishment
of the ermament progrem with speed and in quantity is the
problem of German politics, that everything else therefore
should bde sudbordinated to this purpose, as long as thoe main
puppoBe is net imperilled by negleocting all other queations”,
:aQMEWk=£1;; demor andum of SCHACET o HITLER 1}i‘dﬁmy 1934

"Finsne a!‘ Mmmt” ident by SCTACHY
as Exhibi Oeteblr 1 1945, @ 40j

In & puerscnal letter to Jenersl THOMAS ke wrote: "I lave
always considored & rearmament ¢f the German people as
conditien sine qua non of the estadlishaent of & new Cerman
nation."” |
GoeNo.257, 29 December 1937.
2, He secretly finsnced ‘rmaments before 1935,
Ingictaent: IV, ¥, Ze.

iven vefore the public sunouncement by HITLER of German
rearmanent on lMarch 16, 1955, SCBACHT was instrumenisl in

seuretly flnancing the rearsament Program.

HewBC 4174, Interrogation of GUERING, 17 Gctaber 1945, page 1
: Interrogation of HLOMBERG, 12 Cetoder 194§ page 2.

Be Fe was not coerced by Hitler At the beginning SCHACHT
had the power to refuse to finance resrmament had he chosen to
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do wo. FHe "could have stopped preparations and there would
not haove been any rearmament”,

Interrogation of ICHACHT, 26 August 1945, page 109.
He could have refused further financing of armmumants "at any
time® (Ibid, page 116),

Ce 3 ew his ) of Timgl ermaments was

In 1934 and 1955 the Cermsn economy could by no
possibility have raised funds for an extensive rearmanent
program through taxes and publie loans. The whole of
SCHACHT's armament {inancing involved a "daring credit polie;"
Zo.N0.423, Speech of Sohacht, 29 November 1938,

"From the outset” it meant "the engagement of the last rescrveas.
Ee.N0.379, Minutes of Couneil of linisters, 15 lay 1956.

In the words of SCHACHT his own financing of srmanents was

an *ingenious and risky structure which the Reichsbank had
organized”.

ec.ND. 304 Jemorandun Reichebank Directorate to Hitler,
7 Jenuery 1959,

The risk was taken “in spite of the inherent dangeras to the
currency“s (Ibid).
Ds  The extent of SCHACHT'S contribution to HITLER'U
Armanents.
- More then one-third of the total expenditures for German
resrmument in the period from 1933 to June 1938 was finsnced
directly by the Relchsbank. The total amount expended during

' this period .as approximately 35 billion M. This sun was
raised as follows:

1) 15 billien RN frou taxzes
2) 8 billion RY frona loans

3) 12 %illion RYM from direct financing
of the lelcohsbank thwough "mefo”

bmlg
neJNo. YON KROSIGE to HITLG ., 1 Seplember 1938,
LeJRo. Interrogation of BCHACHT, 3 Lepteuber 1945, page 2.

635-
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B Ihe general nethods used by SCHACHT,
l. GCHACHT, in bhis own words, "mastered thie enorzous
finﬁn@in@ by ruthleusly concentreting all liquid ssgeta of
the bLanks and industyry &t the Reichebank"
Ec,No.430, Interrogatlon of .Johacht,3 September 1945, page 4.

&) e “ruthlessuness” ineluded inveatmnnt‘by the
Relechabank in srmeaent noves of Reichsamarks belonging to
- Forelismeru. AR GUHACHT boasted: "our sramaents ure also
finonced paxrtly with the credits of our pelitical opponents”.
HowBCs 417 emorandum of Scehacht to HITLER, 3 iay 1935,

b} The methods he used (other tlun the direct Reichsbanl
financing of arzament bille) sre discussed wunder sscutlion VI,

P Ihe nethod of seoret *mefo‘ bill (Mefowechsel) Finanoing,

1, FParellel with the methods enunirsted, the Reichsbank undey
SCHACHD partielpated im the direotl seoret finanaing of armaments
to the axtent of 12 billien KM through the so-called “mefo® bills,

Interrozation of Schaohty 13 Cotober 1i4%5, page 8. -
48f4davit of VON KROSIGK, 24 .cptember 1945, pages 2-3.

2. The uwase of the "mefo® bills for the rearmament progran was

! sFfidavit of Fuhl, 2 Novenber 194%5.
AEfidawit of VOR XROBIGK, z4 Septenber 1945, page 2,

¢ The "mefo* bills wore drawn by the arsmment contractor and
‘acoepted by & linited liability conmpany called tie Hetallurgische
?wmhxmgagaaallwhwt. Beb He (Refe). Thie &”Jompw hzd & noainal |
capitel of 1 miliion ¥ and it was thus really a dumyy orgenisation.
Tuese bille ren for six months with extenslons ruaning fer three
monthe each consecutively. The total life of thees bills varied
and in sone instances waa five yesrs. The Relechsbank could
discount the originsel b1l ot any tize within three xonthe of

the first msturity, The billa were, in effect, guaranteed by

the Helch.

% of FUIL
ot “’ﬁé‘,‘,”‘fﬁrwlw. ™2 Noveuber 1945.
SCo . :

Be,No, ’ Interrogation of Schacht, % September 1945, page B
- 16 -
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4, The *mgfo" bille were used axclusively for finsnoing
srramente and for no other purpoas.
ot gy, LLLETEL, 2, K0 € Rovesher 1453
Ec.No.430, Inserrogation of Solmeht, J September 134%, puge
5. The amethod of the “mafo” bille enaured eecrecy during the
- first yesrs of the rearmement program anid figures showing the
extent of rearmament which would have becoms public through the
use of other netheds could be kept seoret tlharough the use of
"ucfo" Billse. |
rfidavit of PUIL, 2 Rovenber 1945, .
They @i4 not ﬁppoar An the reports of the Neilcusbank (innual
Reports of the Reichabank, 1935%1538). By definition, they
were ocutside the Reloh Budged.
6. Ihis finencing of armamenis by the Nelchsbenk through
1ts discounting of "mefo” bills enmbled the keich to obtain
croedit from the Reichsbank which under the statutes it ceuld
not abtain. virect lending t0 the Jovernment by the Heichsbenk
wag liaited Wy statute to 100 atllionas RY
i) VR R
Thus, by the method of the rmefo” Billla SCHACHT used *a device
whioch in effect enabled the Relohsbunk to lend by & subterfuyge
to the Government what it normally or legelly goula not do”.
Interragation.of SCH@CHT. 16 Cetober 1549, page 27.
G, Ihe limits of "mefo* Bill finnncin:,. |
1. The "zefo” Bill systewm continued to be used wntil ipril 1,
15358, By thds time 12 billion BX of "mefo° billse for the

finsneing of rearmament had been iasued, In Heroh, 17338,
SCHACHT announced a new financing plan.

iffidavit of FUHL; 2 Novenber 1945,
There wore two reasons for discomtinuing the finsncing of

rearnement by "mefo” billaes

wl?‘v



o) By the upring of 1ui8 it was no longer considered
necessary to keep aecrst the progress of Cerman reayrmanant,
Affidsvity of FUML, & Roveuber 194%,
{Indeed, "ITLiR wss by then using the Armed Forces as & threat,
and exag eration of tueir @ize would have served Lis purpose).
b The rearmiasnt boom had reached such pruportiona
by the Jpring of 1538 that it becume poesible to raise suns
by tazation snd by the sale of lomg tera Uovernment securities
which veuld not hwve bean raised in 1935.
:ffiduvit of FUNL, 2 Hovember 1945.
2. 1% had always been understood that a point would be resched
wnen "mefor Iinancin: would be eupsraeded by alternative nethods
of finanecing.
“£1devit of VCH EROSIGE, <4 .eptesder 1945, page 4}
sEfiduvit of FUEL, 8 Rovember 1945
Le.No.423 Cpeeeh of LCHACHE, 29 November 1338,

such alternstive wethods would be increased government losne and

dnceresgod revenus froa taxes, “

:ffidavit of PUML, B November 1949, )
Affidavit of VON EROSIGK, <4 September 194%, page 2.

Such slternative mwasures would naturally follow upon a perdod

of stimalated production and esployment,

sffidavii of PUML, 8 November 1945
Ec.No.423, speech of SCHACHL, 29 November 1938,
Ec.No.369, Hemorandum of 7 Jenusry 1939 by Relichebank

idrectorate to HITLER.

etervogution of SCBACHT, 16 Cotober 1945, peage Z4.
It was understood that Industry would be better able to bemr
& Lesvy burden of tezstion smd that the ssvings of the natlon
during & perdcd of mounting presperivy, particularly with @
severe limitation on avallable consuney soods because of
exphasis on armaaent produetion, would be incrsased and thus
oade available for public lending.

Ec.No.419 Letter, VG ERUSICK 4@ HITLL , 1 bepteaber 193%8,
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3¢« It was also clearly understood that there was an upper
limit to "mofo” finencing whioh would be reached with full
enployment.

Affidavit of VON KROSIGR, 24 rugust 194%, poge 2;

Affidavit of PUHL, B November 1945;
BoeNe.379, Udnutes of Couneil of Ministers, L5 May 1936.
Increased credit expansion would, in that event, not result
in inoressed production,
4. The denger of inflation through the use of this method
was elways present. Amounte of "anefo" financing had bheen
fixed acoordingly.

Statement of BLOMBERG, 12 Cotoder 1945, page 4.
The pressure on the Helchebank t0 discount these bills would
inerespingly causé an increase im the bank nete ciroulatdom.
ao.ne.379'giﬁt§::13r°5°§§§§i grR§Z§§§§§r§?4§§ Hay 19363
Ec.No.429 Letter of VN KROSIGK to  RITL. , 1 September 1938,

Hs SCHACKET tinu

bills %o the very limit.
1. In 1936 SCHACHT says, he, himeelf, felt thet the resrmmnent
wos pushed beyond the limits he approved. The danger of

inflation was freely discussed during that year at meetings

of ¢he Councll of ’Hnisters. Ag early as liay 1936 KROSIOK
while denying that there was already #n inflation was pointing
out "the danger that short tera drafts can no longsr be pleced
a0 thet & flooding of the Reiohsbank with "nefo" drafts would
then result in increased bank note pressure,

iceNee379, Hinutes of Council of Ministers, 15 May 1936,
SCHACET st that time realised that the Reichsbank held in
portfolio 3.7 dillion R of "mefo® drafts and that "over 5
pilliona” were so situated that they my be presented at any
tine in case of o perturbation of the money market resulting
from any measures”, (Ibid),
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AL e oL Deosla iday kI 5%
The Zoaurd of the eichsbamk fur. a year or two before “mefo"

bill finencing was actually stoyped felt that the limit had
been reached, ‘

tffidavit of PUNL, B Nevasber 1945,
Heverkiakasgy -C/ACHT adnits that 28 early ss 1936 sone
directora opposed furither "mefo® bill {inancing.

Interrosation of SCRACHT, 17 October 1945, pages 55-6.
Nevertheless, in Naeyoh 3957, SCHACHT continued to take the risk

of further financing of armamentn by the "nefo” bill method,
pledging to HITLIN snother 5 billiom UL,
By Mareh 1937 9 billion RN of "mefo® bills had been issued.
ffidavit of PURL, 8 Hovenber 1945, |
Those outetanding ~ &t lesst 5 billion RN

L¥d
o

represented o threat to the stabllity of the cwrrency because all
the outstanding bills could be tendered to the Reichsbank for
diseounty in which case the currency ciroulaticn would wuto-
~matieally have to be increaped, And UCUACHT lmew that HITLER
was otill plamning for increcsed armauents to the amount of
8 %0 9 billion Ri for the year 1937. |
Lo, No s 379
Lo SCHACHY azeerts he retu&uﬁ to ﬁcnupt apnother four year
ternm we president of the leifhabaxk on *taohnioﬁl“ objections
to any further “"mefo' bill financing., Yet on HITLER'S reguest
he stetes he agreed to finsnce another ; billien R and accepted
& re-appointuent for & one year term. The agreenent he nade
with HITIER was not made by the Redchsbank Doard but by SCHACHD
hinselsf, '

Lfidavit of PUML, 8 Rovenber 1945.

Q‘EOG-



JGE KROCZIGE states that SCHACHE'S reluctance to tske 8 four
year ters in 1937 was based om his conflict with GUIRING,
Affidavit of VOR RROSIGK, 24 Jepteuber 1945, pnge 3,
i% is, thus, clear thst SCRACHT knew the dangers of the
course he continued %o pursue bdbut "nevertheleas continued to
work because he hae unchangeable fidelity to the ushrer,
beceuse he fully recognises the baeic ideas of Hational
Socialien and bhecause, ultimately, the disturbances were
to be regarded as irrelevant when measured by the ,reat task.”

Le.Mo.379, Minutes of Council of niaters, 15 !y 1956,
discupned by SCHACHT.

3¢  CCHACHT's demire w»ma to keep the econowy in suci shepe
a8 %o sustain the atrong arasnept propras. io {ears were
always tecimical, lest the economy Mresnk down by wiaveilability

of foreizn exohanze for raw mmyeriasle needed for armanent or by
the beginning of an inflation which would ruin the economy
without increesing production,

Interrosaticn of GUBRING, 17 Cetober 14495, parge 13,

Thuﬁ, ha trimied and hedged, always avurwemtehﬁing hiaiself as
en expert Leczume of his enthualasa for UITLIN's policles, [Four

exampley his asresment In lerch 1937 VYo give HITLid 3 billiom RM
| aﬁditianﬁi in the way of ™"aefo” finensing is elnoat alml tansous
with & letler he wrote to CULRING om 2 April 1937 euggesting a
"tenporary @iminution of srmaments® to incroase reserves of
foreign assets for a later resunmption -f full seale arumment,
fel.Ho.286.
The emphasle vwas clearly on & “"texpeorsxy”™ reduction for JUBACHT
io carofnl to explain tho sdvantages to de derived from such a
teaporary postponement in ultimately stronger wrmanents and a
botter trained Army asnd teckmigal luproveanents,
So.He.286.
And in aimdlar vein his reyuest that HITLER be warned not <o
proolain a salf-suffioiency program publiocly, speaks of the
"negegsary transitionsl peried”,

30'30-221' (Thomas® Hemorandum, 2 September, (19%6%) ).
- m -



4. When the wiud of “nmefo" financing was in sizht in FYerch
1938 LCHACHE partieipuzted inm the discussions of plans for
the Iuwrther financing of armaments.

\PS.devit of VON ERGSICK, 24 Septesber 1945, pige 3.
In ek, 1938, cCHACEHY hiamself made the first public snvounce~
ment of the new msethods, He now takes the position that he
vafused further monies fer armsment to Hitler upon principle,
It ie clear, however, thut by Naroh 1938 sll the expertis were
agreed thst alternative methode of finsncing should now be
instituted, The *“mafe finaneing® weas, as HITLEL lster wrote
to SCLACHT, "the first epoch of rosrmument®.
Bu.H0, 397, HITLER to SCHACHE, 19 Jan.sry 1939
and thiv was always so wnderstooed,
5  SCHACHY? denies his participation im duacusaicns of
altexnstive methods of Linuncing.

Interrogation of ICHACHT, 26 Septenber 194%, pagac 8-9.

nis assertion of Sﬂﬂ&ﬁﬁéﬁdﬂui&& both by MROSIGK spd KRITIL,

Interrogution of KEITEL, 13 Cotober 1945, puses 1l-3
(ffidavit of KRCGUIGE, 24 Jeptenber 1945, pase J.

It i&, of oouwrse, simple to infaer that the kresident of the
deichgbank would participste in cuch discusaions of slternstive
methoda of financing. SCHACHT's denlal iz significant, Lowever,
as evidenocing the langth to which he now goes to diszssociste
hiaself from matters in which he obviocusly was concerned,

Is SeROHR tinned to ald $he armazent p x after
*mefo” pill finanecins ceased..

SCHACH? has medinteined that from April 1, 1938, he 4id
not participate any Ifurther ipn alding HIYLER's armament prografke
This 1s not the preecise fact: (1) the Relchsbank continued to
act.as Fiscal .gent for +the Trewswry issues whiok by agreement,
were t0 supersede the "wmefo® blll finuncing. In Junuary, 1439,
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SCUAGHT was atlll sctively pardieipsting in financing rearmanent.
Z6.H0.369, Telegram, SCHUACHT $o BITLE", 7 Janusry 1939,

(2) SCHACHT permitted without protest, the further discounting
by the Reichebank of outstanding *mefo” billis with the result
that the bank note ciroulation was substantially increased.

rffidavit of PUMHL, 8 November 1945,

By continuing this financing the Reiochasbank made available

additional credit to srmement mepufacturers wiich saved the
Tressury from expending eguivalent amounts in o2sh, It is
significent to note that the dbank note circulation rose from
5.6 billion RM on 1 January 1938 to approximately 5 billion RY
by the end of the year,

| tnnusl Feport of the Redohsbank 1938, page .

(3) LCHACHT approved the new fimancing pian of March, 1938,
including the issue of “"delivery bills® eligible for Lombsrd
loans at the Reichsbank, ond of which 3 dillion RY (the sane

amount &8 the "mefo” bills in 1937) were issued from ipril to
Getober 1938,

10th innual Report, Bank of International Jettlements,
E°§2§°’ pages 111=-112,

de
Reichubank.
1. 7The final chapter %0 the "first epoch of rearmanment® in
HITLER's phrase, wos the dismissal of SCHACHT as Freeident of
the Reichsbank on 20 Januery 193%.
Ho.No, 298,
The ocoasion was the prosentation ét & aemorandum by the entire
directorste of the Reichsbenk %0 FITLER urging s balancing of

SCHACHT sa Fresident of ¢

the budget in view of the serious danger of inflation that them
threatened,

LoJHo. 363, 7 Jamuvary 1939,



The srgunents in this mencrandum were no different from those
GORAGHT hed bewn making since 3956, ERCIIGK states: "All the
reaaons I heard fyom SCHACHT as regerds rearmement were always
tochnieal or ecomomic reasons."

Affidavit of KROSIOR, 24 Jeptember 1945, page 6.
the basle was clearly & tecinical concern for the currency
and, & fear of inflation, It wap SCHACHT's view that inflation
was lmadnent and that an increase in the bank note ciroculation
could not increazse production.
BeeNe. 369,
Thus, 3}30 Zeichabank Uirectors, ae experts on money, m;um

armaments wes no longer nogs;g;g &his vwas algo the Judgment
of the Mnance !Mnister, who had written to HIILIR 1 September

19%8: “The printing of money without & corresponding production
increase is self-deception®,
Bo oW 41T
That was & Judgment on the situation and not a morsal principle,
This 18 evid ent from the argument thet the inflationary process
could not achieve reater production but would merely raise the
prices of zoodas and services.
2, The besic thoughts in the memorandum had been the subject
of long discussion in vhe Relchebank, These discussions took
plece a yeer or two before the end of “mefo" finanecing im April
1958, which places theve discussions &s heving taken place in
1336 and 19357, |
Affidavit of PUHL, 8 Novenber 1945,

But SCHACHT had volunterily tauken the risk. The particularly
aeriohﬁ inflationary sitw.tien that wes developing in 1938 had
caused sevoral directors of the Reichabank to urge QCHAOHE |
sonthe before January 1939 to meke wppropriste representations
to HITLLR,

Interrogation of 5(}%1%‘%{?, 17 Cctober 1945, page 55,



. This potential inflationary situstion hud in UCHACHTYS
opinion, become acute by the end of 1538, DBut it was a
situation that had in large part been created by SCHACHD's
own "daring credit poliey". The leitmotif of SCHACIHD's
conversations with his directorate wes his desire
to set out of & bad situation.

+££14davit of PUML, 8 Novemver 1945,
In substance, SCHACHI, himeelf, had created the situation

under which 6 billion 1M of "mefo" bills outstending could,
upon any sovere pressure on the money market, be presented
to the Relchsbank feor discownt, Iie had created the
situation where in 1939 3 billions of these "mefo" billa
would mature and requirs re-payment or refunding.
Eo.N0.369, lemorandum of 7 Januery 1939,
SCHACHT was; thus, in the position of a bankruptwho was zbout
to0 be caught up with by his creditors. It was time to go
before the collapse he predicted took place,  ZCHACHT
stimmlated his diemissal cleverly. In addition to presenting
the nemorandum of 7 January 1939 he had also refused an end
of the nmonth loan of seversl hunfired million RM to the Finance
Ministers This was quite captious. Luch accommodations to
the Reich Government were customary,

sffidavit of VON KROIICK, 24 Jeptember 194, gaga N
Interrogation of GOERING, 17 Cctober 1947, puge 12,

The sction was an invitation to dismissal, a disaissal sought
by SCHACHT to escape the sinking ship., GUERING says this is
why SCPACHT was diemissed, not beceuse of refusing to
participate further in rearmament,

Interrozation of GUERIEG, 17 Cotober 1445, page 12,
Upon his disnmissel HITLER thanked CCHACHT for his great
services he had rendered to CHERMANY and to HMITLLR personally
during long and difficult years, The irmed Forces by now had
enabled HITLER to take ZUSTRIA and the SUDETLNLANL, and were

..25..;



alwost ready to tuke PCLAKD.  SCHACHT's task uad been well
done. In the worde of HITLER, “Your name, ahove all, will
a#lways be comnected with the first epooh of national rearmament”.
w0eH0, 397, HITLER Yo SCHACHZ, 19 January 1959
SCHACHT hmd well lumplemented the law Yor the COrganisation
of the irmed Forces, of wiich he was cne of the signers,
Law of 16 !jarch 1935, RGHL, 1935y I, 37%,
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Ve SCHACHT ACTED A2 HITLER'S SEURET Flikae
IPOTENTIARY #OR THH WAR BCONCMY, IX
THIS CAPACITY HE - A8 CHIEFP OF THe
"ECUNOMIC GRNEBRAL STAFFY PUL HAR FREFa
ABATION,
ictme 4 B

A. Q1 J25) By top secret decree Hitler numed “chachit
ge “General Plenipotentisry for the yar Economy" (3ener:ibevelle
naect r der Kriegswirtschaft).

Top secret letter of Blomberyg, 24 June 1935, Hec. NHo. 10,
The nomination was pursuant 0 the seeret "eichs Lefense
jaw of 21 May 1935, Ec. No. 10.
1. By that law, Section 6, the qunipotontiary was charged in
the economic field with all preparations for war and was appointed
in case of war to be in charge of the whole war economy. Thie, in
effect, mada him, in case of war, "virtual economic dictatoer of
Germany” (Interrogation of Zchacht, 26 September 1945, page 17).
By paragraph 6 of the "Reichsverteidigungsgesetz” (Reich Defense
Law) of May 21, 1935, Sehacht was given great powera: He was
given charge of "the entire war economy."
2, His task was. "to place all economic forcea into t@a services
for the conduct of the wsr, and to secure economically the life of
the German people.”
3. He had under him the Ministers of Eeconomy, Food and Agriculture,
labor, Forestry, a&s well as all Reich agencies directly .under the
Faehrer.
4, He wes to be responsible for the financing of the conduct of
the war.
5, He was finally author;zcd "to issue ordinances within his
asphere of responsibility even if these deviated from the existing
laws." BEec. FNo. 10.

B. Sehacht sccepted the secret asgignment which made him
co-ordinate wi is of ¥ar 4in aration for war.

Interrogation of Schacht, 13 October 1943, pages 28/9.

- 7-



The snnouncement of his appointment was restricted to Corps
commanders and the nacesaity for absolute secrecy was made ¢lear,
- Be. Ho. 10. Thc assignment was 80 decret that addrescsees ware
cautioned pol to sddress "The Flenipotentiary" in return corres-
pondence, but to merely write to Schacht at the Reiohsbank (e.g.
letter of 21 November 1935, Le¢. Ko. 378Q He commenced to funetion
soon after his cppointment. He had azlready, as Minister of Egone
omics had plans mzde for war., (Report of 30 Saptember 1934, Ec.
Ko. 128.) At firet, in interrogation, Schacht trisd to minimisze
hia post as "Flenipotentiary for the war fcomomy." "I have dis-
regarded it very muck.” (Interrosation of 3chacht, 26 September
1945, page 18.) Later Le had to admit he functioned in it.
(Interrogation of Schacht, 16 Ogtober 1945, Page 53.) and even
fought to maintain it. (See infra.) FHe appointed as his deputy,
one, ohltat. He had stationery printed showing himself under the
eryptic title of "Flenipotentiary” (e.g. Bc. No. 378), which he
admitted meant "FPlenipotentiary for ths'ﬁar Eaeonomy,." '

C. His sctivities, Schaght's deputies engaged in the prep-
aratiop of lsws for the event of way,

Eg. No. 377, undxted; Ec. No. 382, 27 Feb. 19373 Be. Ko,
389, Yar Min. w Plenipotentiary, 5 Feb. 19317,

Schaght assumes respongibllity for the acts of his assistants.
(Interrogation of Sehacht, 17 October 1945, psge 62.) The yrepar- |
ations for the mobilization of the economy by the General Flenijpo-
tentiary for War heonomy are contained im & lengthy report as of
December 31, 1937, shortly after Schacht's withdrawal from the
office. Ee., ¥o., 258, Thie report to the war Minister points out
the rollowings | | |

1, The General Flenipotentiary for the War Beonomy is
exm,owered by the unpublished Helch Defense Act, 21 May 1935, to

organize the entire economy of Germany for the purpose of executing
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the demands of var. Hé 18 responsible to the Fuehrer for the
exacution of this economic mobilization., He is = member of the
Reich Defense Counsel. |

2. His staff consists of experts from various minietries,
The Reich statistical office as well ss sll centrzl agencies of
German economy (Chamber of Commerce, Industrial groups snd ¥IF0)
execute the directives of the General Plenipotentiary. In the event
of war it had been arranged that apecial representatives of the
Plenipotentiary would be alloosted in the offices of the Chiefs
of civilian administration for the purpose of insuring the contine
uetion of the entire economy towards the goals of wer production.

3. A ccriei of surveys had besn arranged to insure the full
mobilization of German industry in the event of war. Furveys had
been made of industry, of employees, raw materials, fuel, power,
productive capseity, ete. Half of the production plans of 200 lines
of manufrscture had been completed.

4, An intensive storage prograﬁ had been conducted for cosl,

5. An organigzation called the WIF0 had been established in
the Fall of 1934 by the Minister of Beconomics to surmount the
bottlenecks in war production. It had slready inveated 248 million
" RY in special rograme for construetion of research tanks and the
| gtoring of critical raw materials,

é. Plans hsd been drawn up for a special order covering the
demands of the German population for food, coal, scap, textilee
and snoes. To prevent hoarding the ration card system was arrsnged,
for the event of wsr and BO million cards had alresdy been printed.

7, Each war delivery plant would have & specizl agent to
guparvina it for the Plenipotentiary, to be selected :ith the
approval of the Gestapo.

8. The entire import and export trade wans being organized
to insure the naximum ocapacity of German war production.

9, Special systems of foreign exchsnge priorities of critieal
items were being insugurated.



10. The Rhineland and %eetphalia were given top priority
on all deliveries of raw materisls, finished products and consumer
goods in the event of war.

11. Labor mobilization had been secretly prepsred. Labor
vooks for 22 million workera were resdy. A complete filing ayatcﬁ
of the skills, age, eurnings of the entire population was being
prepared. laws freezing jobs and wages were prepared,

12, Hstimate was ﬁado that the cost of the first war year
would bs about 50 billien BM. Arrangements had been made for the
coverage of this amount. Bven specifiec incresses in income and |
waye taxes and corporation and property taxes had been determined.

In sddition to the activities outlined ( Ec. No. 258) there
wers other activities: |

1. A8 late @8 12 Mny 1937 his oft'ice prepared a secret mobils
ization cslendar. HZ¢, Ho. 147.

2. Schacht, &8 General Plenipotentiary, allocated funda for
war preperstion, ( Godlewski to Einistir of Defense, 12 lugust
1935, Be. Ko. 130.)

3. Schecht, personally, perticipated in the aconowmic wap
gamee (Krisgspiele) aut Godesburg in the summer of 1937. (Report
of Generszl Thomas.) Ec., Fo. 174, There Schacht stated it as his
task to pregare the facts for the atats leadsrship on the besis of
which it could make decisions. (Echacht to Blomberg, 8 July 1937,
fe. No. 252) |

Due to & jurisdietionsl dispute with Goering (see infra, Ses.

//VII), Schaeht for & time in ths firat part of 19537 cessed to funce
tion &s Flenipotentiary. He notifisd Blomberg that he was ot
acting ““or the time being® becsuse of a conflict Letwaen hisv
powers and Goering's (Slomberg to Hitlur, Pebruary 22, 1937, Ee.
Xo. 244), Schacht's duties were considered #o lmportant thst his
sbapntion on jurisdictlon:l grounds evoked a letter Irom Blomberg
to Hitler, in which Blomberg spesaks of “Cehacht, whose cooperation

o
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as Plenipotentisry for the preparstion of war is of K-eat signifi.
cance.” (BLOMBERG to HITLER, PFebrusry 2., 1937, i¢. RO. 244.) And
KEITEL urging the algning of sn agreement between GOERING and SCHACT
considers SCHACHT's Job 80 important for basic problems of mobilize
ation and conduct'af war that he writes, "To lose time in our
pretent situation iz the most aurioun.rtproach which history might
raise against us. (KREITEL to KOWURMER, 14 June 1937, Ee. Mo, 248,)
D, 3CHACHT's efforts 1o retain his position.

It 48 clear that the abstention during this period was not
baged on any disagreemnnt with HITLAR's policies, but on the cone
trary, wag & bid by SCHACHT for more power., BLONBERG was right
when he told HITLeR that SCHACAT eould be "induced to resume his
former sctivity" if one Jurisdictiensl question wsa settled (Ibid),
For SCHACHT himself later stated that bhe “was entirely willing
to participate in this way in the preparation of tie forthecoming
order giving effect to the Defense Act.” (ICHACHT to BLOMBARG
8 July 1937, &e¢. Ho, 252.)

The background of the controvers; was GOLRING'e appointe
men =8 Delegate for the Four Year Plan in September, 1934. GUERING
took the position that his appointment superseded the earlier
appointeent of SCHACHT as Flenipotentiar; and that LGCHACHT now
came under his, GOERING's, orders. (Interrogation of GURRING
17 Getober, page J.) GOERING wanted 10 retain certsin controls
even in csse of war. (Minister of %ar to sitaff of Plenipotentiury,
10 August 1937, Ec. No., 253.) The struggle by S5CHACHT was pot to

‘rid himself of the obligation to prepares for war or to be ecunomia

dictator in case ol warg the atruggle of SCIAC.T wae to meintain
hisposition of unlimited power as Flenipotentiary rlor tliese
purpoaes. (Interrogetion of GCHACHT, 16 (ctober 1945, pp 37-04
interrogation of GO&RING, {bid.)

SCHACHT's great argument to HITLEK was th:t if war came
GOERING would be away in the field on other duties. (Interromatien



or GULRING, 17 Cctoner 1945, page 9.)

ECHACHY earried the strugyle for power to HITLuR. By deocision
of HITLAY an agresment wae resched in writing between GORRING and
“CHACHT aa late @s July 7, 1937, in which HCHACHT's position was
afirmed and in which he was recognized as “a highest Relch auth-
ority.® Both SCHACHT and GOBRING signed the agreement.

Lie. Ho, 384, egreement of 7 July 1937} 4c. Ko. 251,
21 July 1937. . <

snd SCHACHT circularized n:ll sgovernment departments with coples of
the agresment etamped, “Secret Reich matter.” Iumedisntely there-
‘after UCHACHT in a letter to BLOMBERG defined hiz-own task ae Pleni-
potentiary &5 "the cecumplishment of the politieal war purpose.”

E.Q .« NO 2 2 .
For 22 16 sary 1937,
%f@fffkﬁfffﬁf }n K IT:L's view, it was SCHACHT rathoer then QUWRING

who had the responsibility to make preparations for wur in the
indastrial field. |
KEITIL to #lenipotentiary, 21 august 1937, Ee. No. 254.
And he admits that the duties he wes trying to keep GOLRING from
taking away from him were, first, the right to be in charyge of the
preparation for mebiliratien, and, second, the right te controel in
the event of war,
Interrogution of Schacht, 16 Cetober 1945, page 39.
Thus at this late dage (July, 1937), with tension aéuhe in Europe
SCHACHT was still making bis supreme bld for power in comnection
with the preparation for war and in the event of war,
8 enegs Oof Sullte |
On the yuestion of consciousness o guilt, it skould bLe noted
that before SCHACHT was shown the sgreement Detwsen himself and
GULRING of 7 July 1917,
Ee. Ho. 384

SCHAGHT denied ihot he had had any discussions with GURRING about
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retaining his pesition as Plenipotentiary and emphetically atated,
"It wis never mentioned because I rnmnﬁber that very well.”

Interrogation of SCHACHT, 16 October 1945, p:aes 345,
He specifically denied that he had sgked HITL:R t0 be permitted to
retain the position of Plenipotentiery for the war Egonomy.

Ibid page 36.
It wus only after he was shown the agreement

Ibid page 36
that e explained that GOERING was trying to take the job away from
him and that he (SC4ACHT) objected to that, "because after he had
got the devisen and after he had got the Four Year Plan, I 4id not
want to give away one thing after the other and then remsin as
nothing."

Ibid psgea 37-8.
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VI. GCHACHT'S ACTIVITIES AS SUNISTER OF
ACUNCMICE AND REICHSBANE PRESTDENT
WIRE PRIMARILY 70 MAKE GERMANY STRORG
WHD CiEiBLI OP TAGING AR

indictuent; 1V, I,

SCHACHD assumed the position of wcting dnister of |
seonomics in iwcuwet 19%4. He lent his skill to co-ordinste
the econowy for wer,preparation,

Interrosation of Schacht, 17 Cotober 1945, page 32,
lids mein political aim in his economic nessurcs wes yeermament.
Ro,1168 Pu; Interrvojation of 3chacht, 17 OCctober 1945, page 33.
SJOHACIHT's own view was that hle %ark in the lHnistry of
soononies "afforded me the opportunity to sssist in the
rearmament of the Cerman people in the pont critiesl period,
not only im the financial dut aleo in the ecopomic sphere,”
LeeNo25T, SCHACHT to THOMAS, 29 December 1937,

fis metivities in the economie field will be cowered in
dotail in the brief on “Leonomic Freparetions for Aggpressive
war® and should be inforporated by reference, bearing in mind
that SCHACHY served as Niniseter of Koonomice from Auguet 1934
to November 1957 but that the Four Yesrs Ilan overlapped from
September 1936 under the chelrmanshlp of GOERING,  The iniatry
of iconomices wae one of the prineipal agencies implementing this
plan, Other specific activities of UCHACHT as Ilenipotentiaxy
for the Yar Hconomy are treated in teotion V,

The following”high poinis affecting the respensibility of
SCHACH? dncescenonic preparatiens for war are here noted:

1. By the luv conserning economic msasures dated 5 July
19%4 the Minister of Zoonomics was anthorised o enact any
"potaliatory”’ measure deemed necessary for the development of
the GErman 6CGnomy,

ROBL 1934, I, 565),
the broad povers legislatvion of thiﬁ character provided were
used by SCHACHT for financing rearmament by oredit expansion,
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_far reguluting capltal investaent so us to cuuse s flow of
eapital to armenment purpcses and for sstablishing rigid
ccntrols in foreign trade to aseure raw terisls necded
for armanente. Thus, from 1934 te 1937, the import into
GBRMANY of manufactured goods decressed, while inports of
iron ores, grain, oil and copper Snoremsed grently.

Bo. Doc, Fo. 423 , Speeech of SCHACHT, 29 Novenber 1938,
E— Interrozation of SCHACHT, 17 Cotober 1945, (e 3

Prices of imported goodas were striectly controlled,

Desoree on Frices for Foreign Joods, 22 Ueptenmber 19%4,
RGEL X.p.843.

2., By the (redit Aot of 1934 the Reich Government

cbialned jmrisdiction over all oredld ingtitutioms

ROKL 1934, I, 1203. |
~ The President of the Control bonrd over the benking system was
the Iresident of the Reichsbank (SCHACHT). This systen of
gupervisién and ocontrol ef the banks end other credit |
institutions facilitated the program of credit expansion which
was cne of SCUACHT's chief instruments in finoncing armament and
of actial war itself.invelved searcely any institutional change.

Jystem, puge 52,

3, GLCUACH® oreated the “New Flan® which aimed %o conmtrol
1mper§a and exports with a view %0 obtaining the raw rmierials
needed for armenments and the foredgn currency required %o suatain
the armament progrem. o
Ec.No.423, 29 Kovember 1938 speech o SCHACHT,

Interrogation of UCIACHT, 17 Octeber 1345, page 32,
Interrogation of UCHACHT, 24 August 1945, pages 93-102,

Affidavit of FUHL, 7 Rovember 194%,
4, specifically SCHACHY controlled the dic,.osition of
foreign exchange through the creation of levieenstellen (foreign

" exchange control offices) and of imports by the orsation of
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Uebervachungsatellen (supervisory offioes), Licensea for
imporys were reguired and separste offices wera set up for
gpecific commwdities or copmodity sroups,

iEfidavit of FUHL, 7 Bovember 1945, |
his control enabled the Reich to favour the import of raw
materials for avagament and to select raw waterials for the
export industries which could produce required foreign
OXCLANE S o

Tevisen Control Law of 4 Pebruary 1935,
RGBL 1935,

$e¢  SCHAQUHT submeidised exportas tu defeat foxelgn
competition znd to obtain devisen.
Affidevit of FUML, 7 Hovenber 1945, |
6, CCHACHT extended vlesring sgrsements for the prizary
purpese of obtalning necesasrry raw saterials for armsaent.
Affidavlt of PUHL, T Hoveuber 1945,
Annual Sconomic Review -~ Geragny 1535 by
the Loting Commereisl Attach§, page ll.
By this aotion‘hs could also imfluence the political alm of |
foreign countries in favour of Germany. Foarei.n Trade Councils
wore set up Iin canjunction with the Foreizsn Cffice,
law Iromoting Toreign Trade, RCIL, 1933, I, 745,
The cle@rinﬁ agreennts wore also used as & eans of pre-
empting wwrkets for raw gatorials againel potentisl forelyn enemiaa.
Thus, for cxwiple, in 1936, SO0HCHD and JUWLING agzpeed to try to
keep the copper of YUST ILAVIA from FRANCH,
%e.K0.220, inutes of Council of Ministers, 27 Hay 18%6;
The Clearing Dunk was establisked by law of 16 Caotober 1934
LGB, 1934, I, 997.
Te - SUHACHT extended the twansfer noratoria and after
1 duly 19%4 no azore foreizn sxohsnge transfers for paynsnt of
interest and wsorilzailon took place, '
ifidavit of +UHLy 7 Noveaber 1945,
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SCHEACHT ereated the Konversionkasse (Conversion Iemk),
into which 1t wag required that Germen debtors moke paynents
in réichsmarkes on foredgn Jebis instead of paying in the
foreign currencies in which ¢he debis were incurred.
RGBL I, p35 and 349
Interrogation of SCHACHT, 24 i‘ugust 19453
By-laws of Conversion Bank For German Fareign
Lebtmy, 5 July 1933, as azended to 27 Cctober,
1937, Relchsangeligoer 1933: ¥os,152, 187, 219,
2643 1934: Nom.135; 1935: Me.31l3 1937: No.248.
8, SCHACH! frose the nssets of foreigners in IZRMANY
80 afs to make them help finance his rearmanent program. He
alao forced foreigners involuntarily to finance Germsn
rearmament. A he reported to MITIER "The RNelchinbank has
invested the amount of murks under ite jurisdiction dut
belonging to foreigners in ..... notes of armasneni,”
EC.No.417, SCHACHT ¢o HITLiR, > May 1935,
o SCHACHT? dncressed the use of bhlocked nerks which
foreign creditors naturally had to sell at a discount,

Lew Regulating Maturity of Foreign Loans.
RCBY 1937, I, 600.

These blocked balances outside of GEAMARY oreated a special
narked exchange which favoured German Wwade, |
(ftidavit of FUlL, 7 November 1945,

10, SCHACHT requisitioned exiating foreign exchange
reaerves of Cermans and required foreign exoﬂangn arising
out of ecurrent experts 1o be sold to the Neichsbank,

Affidavit ol IUNL, 7 November 1945.

11, OCHACHT promulgated = law proyilding the death pensl ty
for Germans illegally shifting amsets asbroad “*wittingly or
wnwittingly®.

RGRL 1936, I, 999.

1l. ©o encourage exports {oreign exporters were often
paid in special marke called ekl marks which they had to sell
to importers of Cerman goods ir their own country.

1£f4davit of PUNL, 7 November 1345,

- 57 -



In sumzary, the activities of JCHACHT were described
in an official UNIYED UDSYELS Gevernment lisport by the U.l,.
Commercisl Attaché in Derldin in 1936 as follows: "Praotically
every surrent ueasuwre of economic polioy und administration
iz considered froa the angle of adlitery prepsredness”,
Ec.No.432 ,nnuul Leconomic Review for Gerusny 193%, puge 29,

In the opinion ¢f she pame American observer, the whole
ateucture was geaved for wer, for as Le pointed out "all in
all GZRMANY is investing ita capital and its manpower in
gilitary preperntions. If no wer ocomes, this will certainly
prove at the very best u waste of much needed resources,"

EC.No.432 Amnuel Zconoanic ileview for &eraang 1935, page 4.
Boo, L8 ‘£fidavit of louls Loclmer, July 1945,

SCHACH? was too g00d an economiet not to know this. The
go~cilled *Hew Mlan® of SCHACHT wee for the srmanment program,
Stutement «f TIOMBARG, 12 Cotober 1943, page 2.
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Esrly in 1936 prier to ths greatien of tle Four Year

Plan SCHAOR? urred KITLUR to appoint < OERIN. as Commissioner
for Raw Materiale and to assume ochar e of the diptribution of
available daviszen, SCHACHT'S purpome was to have CQ:RINCG

act as a bvuffer for him by ¥irtue of GOERING'S important Party
poaition.

As GOERIKG then said: "The viewwas .encrally held abroad
that Dr. SCHACHT was covered with respect to the Party by the
¥Minister President (CORBRING). (Minutes of Council of ¥inisters,
15 May 1938, Zo. No. 379). SCEACHT 4t thie time thought
GORRIFC would be a rubdbber stamp. '

In Beptomber, 1936 HITLER apoointed UEKIRG as Deleiate
for the Four Year Plan, HOHACHT wea not in syupathy with
ooxainc's appointment to the Four Yesr Plan. (xntcrrOgation'
of SCHACR?, 16 October 1945, pa e 28). The Jurisdiction be-
tween COERIN- and SCHACHT was i1l defined., 4s late as
December 11, 1936, SCHACHT was orfering all supervisory offices
"t0 accept instr.ctions from me oniy" (Doc. Fe. ia. 376).

Even as Plenipotentiary, SCHACHT was in (OERIN 'S view, "to
receive inetructions for his setivity throuch COLRIN. as
deputy.

( Botes of result of conference with Gal.‘gan.
QORRING, 15 May 1936, Dooument He. Ta. 379).

From the beginning SCHACHT refused to tske ordors from
~OSRING., He would not co-operate on personal ,rounds sle
though there is no doudt that there were some disputes or'
principle as well.
At first SCHACHT "thoight I might maintain =my position
even acainet GOERING™ in the gense "that he would 20t interw
fere with affairs I had to mana;e im my Ministry". (Interrc a=-
tion of SCHACHT, 16 October 1945, pase 28). The scuteness of
the personal difficulties is illustrated by SCHACHT'S abetention max
early in 1937 from his performance of his duties as Plenipotenitiary,
as adverted to above. OCHACHT took offense at "OURINC'S proe
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mulsation of a law on minin without clearin. with him,

“ (Interro ation of Iula.hi, 16 Ceotuober 1945, pa'e 29). In
Wovember, 1926, COIHING lssued & broad direotive rezarding

ﬁiu Jurisdiction over ali aspeots of Cerman raw matgrigl PYO~
duction (oc. To liv. 243).' In Tecember, 1936, GULEZINC out-
lined his 13ess un Gorman econoay to industrialists anl on

27 Janusry 1937 UCHACUT answered kim in s apeech. (Interro g~

tion of :CHACHT, 16 Ontober 1945, pamce 29). SCHACHT'S letter
to LCLKING usking that he be relieved curtly notes that "it
doesn't sesx important to me t0 o any further lato juestions
of juripdiction and iritiative." (SCHACHT to COIRIEC, 26

Cku st 1937, Doc. Re. No. 283). SCHACHT sdzite thut he left

/ because he would not teke erd;ra from GO¥RING. (Interro.ation
of SCHACHI and QUERINC confirms this). As SCHACHT recently
stated, “HIYLIR put GORKIFE im command of thé SQONORY =~ GVerYyw
thisg. MHe nlso wanted to command over the affeirs of the

Ministry of Economice. 1 was opposed to that. 1 objeoted to
that and aeked for my dismisssal «co.vs. I told bBim (HITLIR)

I did not want to condust that Einlstry under the order of

COrRINGY,  (Imterrogation of ﬁGHACET, 2% July 1945, pa.s 6).
SCHACHT'D positiun was 51 "1 have never taken orders from

CuRIH . and I would never have done it beocause he was a fooul

in cconomice and 1 knew souwething about it at least” (Interrc a-

tion of LUHATHT, 16 Uotober 1945, pege 38). Finelly, SCHACHT
aduxitted thst the dispute was a eulminatin- progrescive pere

gonel buginess betseen him and CLRING (Ibid pa e 38). SCHACHT
noknowled ed final:y that this was tho findamental reason why

he could not keep his position as Minister of Eoomomica any

more, beca.se he wo:ld have been in a position to take o:ders
from 8 man he did not respect in economic mattere. (Ibid puge 38).
SOHACHT put 1@ ¢ven muie dramatically when he reluted thut
GOURING told him that he (LOZRIN ) must have the ri ht to

give bhim o:de s and GOHACH? re.ileds “Hot to me but %o By

8. coessor, " (Interro ation of SCHACHT, 16 Uetober 1945, puge 38).
=4 0w ‘
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The struggle for power ended badly for SCHACHT but if
there was any inner struggle of conseience SCHACHT hardly

bested the devil for he ocontinued as iresident of the Reichsbank
and as ¥inister without rortfolioc. When HITLER accerted
SOHACHT': resi nation as Minister of Feonomics he appointed

him as Minister without Portfolie.

%e. No. 396. (Deecrse of 26 Hovember 1937)

At the seme time HITLER wrote UCHACHT expressin. fervent thanke
for ACHACHT'S services and . ratification that SCUACHT would
st1ll be active in the Covernment as President of the Reichsbank
end Reich Miniater,

(N0, 1~104)

After hia struggle of July 1937 to retnin hie position aa
Plenipotentiary for the War Ecomomy LOHACH? continued to serve
HITL"R loyally. As indicated above, the Relchsbank, under
ICHAPHT, continued to be an iuportant instrument for HITL.R'S
rearmament pro ram down to Jamuary 1939.

4

THE_AEHE.ATIO OF AY %A3 THE | ZSULY OF SCHACHT'S
ARNANTNT PrOGRAM AND ¥AS ONE OF HIS GOALS.

Indietment: _IV 7, 3.
A. SCHACHT stayed as President of the Reichabenk through

the & gression on Austria, and supported it. The Feichshank
took over the Austrien National Benk.

(ReG. 1, 1938, I, 254 Intarro»ation of ICHACHT,
26 September 1§45. pa e 1).

B. SCHACHT fixed the rate for the conversion of ebhillin s
into marke before the a gression.
(Se. Ho. 414) |

Keitel statea the r1ate of conversion was fixed on the day

before the mareh into Aumtria.

(Interro-ation of Keitel, 1% October 1945
pare 6).

The Minutes of General Thomas' staff confirm it.

(Ee. Ko. 414)
the eonversion of the Austrien ecurremcy wae approved and
exeented by SCHAOHT.

(Rets Bl. 1938, I, Ro. 60-Decree of 23 ipril
| » I, P 1 938)
~43-



Cl SCHACHT'S TVA-LONE BOUT ABSTRIA AS CUNSOIC DeX$S
5]

45 @ .

SCHACHT'S inter:¢. ati.ms concerning the annexation of
Austria are inconsistent and bypoeriticsl, At first he said
he was Iin fevour of inschiuss only by pleblscite or voluntary
reqgiest of Austria to bve incorporated into the Relch.

(Int§§rogatian of ZCHBACET, 26 September 1334,
Po

HITLER, he gaid, had not used the method SCHACHT favoured and
$OHACR? had not favouied the method HITL kK used.
(Ibid p. 3)
8libly, BCHACHT characterised the methods HITLER used as "taking
the Austrians over the head", as "force" and finelly as "reckless",
(Tvic pp. %=5), |
He tock the amaging position that, although Austiia was
one of theobjeets of HITILER'S foreli n policy, ke never spoke .
to HIYLER about 1t.
(Ivid. p. 4)
This, despite the faot that he had elsewbere stated he bad dis~
o.ssed political guestions with HITL & and that he had specifically
told Ambassador BUILLITPY about HITLIR'S intentions.
(L=151),
fven more indredibly, he admite disecussin: & colonial polioy
with BITLER s & wéans for achieving Lebensraum "very early -
1931, 1932%,

(Inte§wo‘ation of SCHAQNT, 1% Uetober 1945,
p. 2

btut maintains that .0 other alternatives for Lebensraum were
ever brou kt up,

(Interrozation of SCHACHT, 26 September 1945,
- Pe 4% 13 Get. 1945, p. 2 :

even thouskh "1l I could interest him for the ¢olcmial outlet
he (HITL K) would drop hks foolish ideas about the east,"
(rbid. p. 4) | |
Cuesiioned on whether he had not enabled HITLER by finanein
the Wekrwacht to use this Wehrmsecht to secomplish HITLER'S
purpose by methods SCHACHT clsimed mot to favor, SCHACHT re=-
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plied th:t the ‘nsehluss had been made by the propa anda which
EITLER did4 in Austria and "by the politiesl pressure he brought'

n SCHUSCHNI G". "He did not use the militzry force in orxder to
ghoot or riake war - 1t was Just the pressure which was behind 1t¢",

(Int§g§eation of SoMACHT, 12 Qotober 1945,
p. 16).

He asserted that he had never thoupht of orediting the Wehrmacht
‘as on instrument for the aohlevement of NITL 'S march into
lustria.
(Ivid, pp. 16-17).
D! SCHACHT'S CORTUMIC:

1.) The assertion that BOHACHT disapsroved HITLEL'S
method of taking Austrie is belled by his contemporaneous

\ utterarces. In a speech at Vienna on 21 Kareh 1938, - ei ht

days afteér the annexstion of suatria - CHACHT praised HITLI R

end his wet! ods. '

Doo. Ec¢., Ho., 297 (Speech to employees of former Austriab
Rational Bank, Vienna, 21 Harch 1938)

In part, SOHACHT salds

"But the gosl I belleve no-one doubt-, und ‘he
scoffers on method must be told thet it cannot

be made ri ht w2dth everybody., Tris one says

"He wouid zave done it that way orperhaps this
way" but the notewworthy thing 1ls tiist they did
not do 1t (laughter) vut the one who did do it
wes our AddlY Hitler {etrons aontinuin  az:lause)
and 1f there is anything to improve let theze
quarrelers try to improve it within the Cerman
Reich and within the German scoiety and 10t hara
1t from the outside (vigorous sgreement)"

2.) The assertion thet SCHACHT never thou-ht of oreditin
the Tehrmacht as an instr ment for the achievewsnt of HITL R'D
maroh into-Aiusctria is alsc belied by the znme speach,

"Thank God t ese thincs have finslly comec to paes
that they could not further hinder the reat German
people, for :dlof Hitler crea'ed a scciety of German
will and thou: ht. He supported it through & newly
strensthened ¥ehruacht and throu h them he finally
brought tie inner union between Austria and Germany
aleo into this outward form.,"

E. SQHACHT'S ADRISGICRS

Confronted with t e speech, SCRACHT was forced to admit

that the Wehrmacht He had helped oreate had had eomething to do
-43-
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with the result. He sdmitted tiat "the faot that HITLER had
put ermany on an egual intermational foot a-ain with the

nei hbourin powers msade the Amschluss possible, axnd so one of
the aims I had alwaye had in mind by force of rearmament wus
achieved, because at that moment the foreign powere did not any
nore hinder the Anschluss.”

{(Interrogation of SCHACHT, 13 Ootober 1345y
pe 18) %0?. Indiotment, 1V, ¥, 1

By 1938 Germany had ass.med what he considered "its rightful
posliion as ons of the Armed Powers of Burope,*
(ivid. -, 19)
“fhe feot that we had rearmed had the real effeot that they
éid not intervene." |
fivic. pe. 19).
"1 have certainly not objected in my mind or pudblicly to the
Anschluss or Sudeten Deutsche but I heve always diaapprﬁved
of the methods, I have resllized and ststed publicly snd prie
vately that all this would not have besn £:1filled unlces the
rearmanent of -ermany had taken place and changed the pdnition
of Cermauy towards tre allisas, The fauct that Germany at that
time had an Army had great ocounseguences with'the Allies," |
(16 Cetober, p. 19)
Thus, he was forced from hig pomition taken bvefore saéing'
Ris ewn epeech that thevermacht was not %o be credited as
HITLFR'S instr ment in the aunexation of Auastria. He, therew

upon, relied, with his us.al a;1lity, on the argument that

the Wehrmacht was iuportant, net z vis-a~vis Austria, but
vig-a-vis the Powers |

(Interro etiom of SCHACHT, 16 Ootober 1945,
page 4).

The inference is thet ke provided HITL'R with an instr.ment
which would enable R.m to achleve his territorial aubitions
throush & shew of force, "The existence of tﬁé wehrmuactt

save HITLUK cne of the means t0 pure.e his forei.n poliey."

(16 vectober 1945, pa e 7)
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and sinee SCHACHT knew HITLZR'S intention about Austria from

t e boginning; he must have known ome of tho purposes for which
he was financins the Wehrmacht., Imndeecd, hie own declaraiion,
even after the Munich setilement on 29 November 1938 confirms
the inference, SCHACHT then said: "With the hels of i's daring
ercdit poliey Cermany oreated for iteelf a etron; a:meoment

and thig in turn hee made posaible the succese of our polities."

e NO. 423 (3neech of 29 Hoveumber 1938)
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Nor are his protestations of i norance abecut the contemp.
orary situstion credible., He denies matters of common knowledge .
to any reader of the presss

1. He "never leard of any militery menace te Austria.”

Interrogation of SCHACHT, 16 Cotober 1945, page 4,
Vr that the ultimatum t0 Schushnigg was based on the fact that HITLER
was prepured to march,

Interrogution of LCHACHT, 13 October 1945, page 17.

2, He doee not remember that om 1l March 1938 Austrian reserve
iste were called up to weet the crisgia, |

3. Although forced to admit that there was “tension in Kurope®
prior to the Anschluss, "he dves not know thuat it was based on the
poising of the Armed Forces of Germany on the borders of Austria.,”

Ibid, page S. ‘

4, He could not remember HITL:R's speech of 20 February 1938
in whickh he told the Heichsstag that the Germans in Austria and the
Sudentenland had to have adf-determination, although he was a mezber
of the cabinet snd of the Reichsatag. )

Ibid, puges 6-7._

5« He could not remember that the Czechs were making state-
ments st the time saying they would defend themmelves if attacked -
he wee “not much interested”.

Ibid, puge 8.

Despite thege fuilures of recollection on matters of common
knowledge, he reluctantly admitted th:t "HITLLK intended to force
the Anechluss," but refused to admit that involved risk of a general
War.,

Ibid, paxe 8.
And finally, his earlier dnnial that he had praised Hitler was, in
effecty withdrawn and he yroclaimed: “I would like to make it clear
that I huve praised HITLER and ap,reciated what he had done in
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bringing Austria into the Releh apd re-establishing the inter-
national position of the Reich.® ’
Interrogetion of SCHACHT, 13 Cetober 19445, ,sge 22,

Two cardinal facts Luttress a finding of actual knowledge on
the part of SCHACHT of HITLUR's plens and methods with respect to
Austriss ' |

1. In Jepusry, 1935, he authorized 200,000 markes & month
10 be set aside for the support of Hational Zocimliam in Austria.

sffidavit of George 5. Memseramith, 28 August 1945.

2., He fixed the rate of converaion of shillin-s inte marks
prior to the invasion. (Minutes of General Thomas' meetina,
11 Jenuary 1938, Ec. No. 414.)

5 and.

S0 in the case of the show of force ﬁgainat Czecho=ilovakia
which resulted in the Munich agreenent. ALven afier Munich, CCHAUHT
in Kevember 19i8 publicly praised HITL:R and sgain boasted of the
part he (SCHACHT) hsd played in the creation of the Jehrmacht,
Ec.No. 423 Speeegh of SCHACHT, 29 Hovember, 1738,

Ke was @till thepn & member of HITL:R's close entoursge, for AITLui

said in his presence after ¥unich that he was annoyed with Chamber-

lain for having stolen "my militery march into Prague.”
Interrogation of SCHACHT, 17 October 1745, page 1.

IX., Ochacht's activities after his dismissal from the

Reichsbank,
RCHACHT resained as Minister without Portfolio but there is

practically no evidence that he participated in the Councils of
HITLAR after his dismissal. The only isolsted instences that are
Known 819 ‘ | |

1. He made an attem:t in 1940 to get HITLEK to prermit him to
go to t e United Syates to try to get the United Spates cut of warp
and to gtop ziving as much aid to Britain.
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Interrogation of SCHACHT, 16 October 1945, page 34.
fe saw HITLER on the same matter in Pebruary, 1941, but claims he
told HITLER {t waas t00 late,

2? He also sat on the government bench in the Reichstag on
the occasion of the vietory celebration after HITLER returned
from Complegne in 1940, | |

Interrogation of SCHACHT, 17 Octbbor 1945, page 19.

3+ No document has Deen found showing SCHACHT's participation
in the affairs of Governme:t after Jamuary, 1939, and investigation
of witnesses hus, similarly, been without result.

4., He continued to draw liberal compensation from the Reichs~
bank and a8 Kinlaster without Portfolio for several years after the
mareh into Folaznd. |
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Xe SCHACHT'S PARTICIPATION IN TiHiL FANSBOULICR
OF_THS JEuS,
Indietment: IV, D, 3 d.
A. Tue general respensibility of _CHACHT for actions
taken hy the Reieh Covernment wile he was a member thereef is
elear.'

The acts of the Reloh Government, it is assuned, will be
treated in other Lriefs, 2.g., Destruction of Trade Unions, etc.
Bs Gince the treataent of the Jews subraced all

Mnistries, brief aentlion is herein made to LONACHT'a
individusl responsibilities, in addition to his genersl
responsibllity as o menber of the Reich Jovernnent.
1. In his capacity as lidnister of Doononles hie signed
deorees expelling Jews from the legal profession (RGEL 1935,
- I, 1470)} depriving them of rights to engmge in transactions
invelving foreigh ourrencies (ROEL 1936, I, 559)., lie also
siimed the decree of 1 December 1936 providing the death
ponalty for German eubjects who transferred ssseta abroad
(RGBL 19364 Iy 999), the obvious purpose of the law being
directed againet Jewish emlgrants.  ICHACHT was also charged,
in part, with emecuting the comprehensive decree of 30 June 1937,
(RGEL 1337y 1y TAT)e
2. GCHACH? in December 1938 tried t o raise an intermational
loen on the seeurity of property left behind by Jewish
exdgrants. Part of the loan wam to be serviced through
inoreased Reich exports over a certain norm, the rest to
come into the Reieh as foreign exchange. The net effect
would have been $0 increase CGerman exports. (

"iidtler's Ten Year VWar on the Jaews",

Institute of Jewlsh Affairs, Kew York,

1945, pages 24~25,

5. On the other hand UCHACHT oceasionally objected to
extroaist party action asgalnet the Jews, e.g. Koenigsberg lpeech,

EC.433, 10U August 1935,
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snd his sotivities in December 1958, while for the benefit
of HITLEN's ecomony, nay have had an elesent ¢f bumaplitarian
feeling in them., It is, thersfore, not belleved desirable
to press specific responsivilliity of Jowlsh persecutions upbn
the lefendant SCHACHT. llis defence while, in seny respects
spealous, alght tend to confuse the issue,

4. Meterlal 18 svailable for eross-examination, if UCHACHT
asserts that bis activities on the Jewish perscoution are in
hds favour,

Intervogation of 3CHACHY, 17 CTotoher 1945,
pages 41-54}

Jpeeifically, his statemants aguinst porsecutions of tﬁﬂ
Jews were not based on moral grounds, baut, rather, on the
axpadiency ¢f protecting Geruan economy, particularly, for
re-aruaament,

As SCHACHY wrote to BLOMBERO: "The eoonomic and legal
trestaent of the Jews ... form a detriment ig our srmmadnt

tapk, whick, by the application of mora»ré&aanahle uethoda,
¢oald vt least be considerably dizimished without sserifieing -
tlhe obhjsctive.”

B 293, 24 lecember 1935,
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be ARGUMENT AN CONCLUSION.

I. The UCHAUHT case In some respeots is gul generis,
since SCIACHT did little affirmative , zo far as the
evidence discloses, fronm a time beginning scveral montha
vefore the attack against POLAND, The prosecation contends
that SCHACHT was a party to the conspirsey, as cutlined
in Count I of the Indictment, and contributed his full
shere te the conspiracy, knowing its objects, befora hLis
diemisezl from office.

The actusl contributions of SCHACH? in financing
rearmament and controlling the Cerman econony for war
yrepératian raquire no inferential developnent., They
apeak for themselves and on the whole SCUNACHT will not
deny his responeibility for rearmmment either in the
financial or the economic sphere., He will, however,
put his intent in isswe and meintain that he did not know

"HITLER'S intention for aggressive war,

The intent here muat derive from (a) the development
of extrinsic ovents in HITLER'S foreign poliey, and (b)
knowledge of HITLIR'S objectives. The basic argumentation
to prove SCHACHT'S knowle&gé derives from the circumstances
as developed in Part III of the Otatement of ividence. The
sequence of events and declaraticns therein contained spell
out the inferencea, SCHACHT hed read "Mein ¥empf”, and,
of ocourse, HITLER'S " Political Testaments of the German
Ration.”

*Mein £*, Houghten !Hifflin,
943, page 664,

He knew HMITLER'S intentions were towards tho eust,

(ef. Hein Kampf, page 666)- "an esatern policy in the sense
of aegquiring the necessary soil for our Germmn people”, In
the light of this mowledge zné, in aupport of 1te purpose,
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SCHACHT helped creuate & large Armed Fforce which served
es UITLER'S instrument of aggression. This large force
could not ave been intended for defence aloge in ithe
1ight of HITLER'S objectives and of ICHACHI'S own desires
to ebrogute the Trewty of Versallles and to restore 1o
Gl ULANT Yher equel place as an irmed Fower in Iuroype®,
Phusy on the inference most favewrable io the Lefendant
e helped cruate an Arned Forcs, uws Le ons forced to
adadt in interrogation, to give HITLER bargaining power
aguingt the natlon, This bargeining power ICHACHT
helped give 10 & man whose intentions lLisad been clsarly
exmra&aad as territorial expsnaion, On his own |
admisglons, SCIALCHY helped him "to acguire military‘

etrength wud politiccl bargaining power to be used
agelingt other antions”, (Indictment IV, F I), In view
of SCHACHP'S kmowledge of HITLEK'S expaneioniet intentions,
he alao gave LUITLIR the zeuns for eggressive war,

Mhe key to SCHACHT'L gullt is his adnission that he
kmew HITLL'S intention was directed to the esst and thatl
sugh poals could not be aschieved without war, Xnowing

this am early ws 1932 Le, nevertheless, participated in
the creation of the Armed ¥Forces. OCHACET'S defence

ds that HITLLG in "Mein Kawpf® had nade any action &gainéi
HUSEIA dependent upon sn wlliance with CRZAT BRITLIN, |
Leapite thiés alleged condition, he thought 1V necessery
person:=lly to divert HITLER 40 a coloniul policy in which
KITLER *was not mud: interested," the very asgertion of
the colonial policy arguusent, of vourse, implied agreament
with the *“need” for Lebensraun. SCUACHT, of courses, knew
that Lf HITLGK 44d wot get colonies, or even .f lLie Gid, he
would setile tue Lehenaraum problem in his o.n way by
expunsion in the ecat,



Regardlese of USCHACHT'S argument about the theorstical
requirement of an alllence with GR.AT BRITAIN before HITLER
could meve in the east, SCHACHET was directly informed on

4 September 1936 by GCSRING that, in HNITLOR'S view, s show
down vith the USSR was inevitable, From September, 1936,
SCHACHT knew that his rationalisations which he claims he
derived from his own Interpretation of "ilein Kempf*® were
untrue, He hed been teld by then, regardless of the lagk

of ap sllisnee with BRITAIN, that the show dowvnm with RU2SIA
wap coming. [Nevertheless, he undertcok to give litler in
Harch 1937 another 3 billion BM for srmsment, and fought
thereafter to maintain his position as General rlenipotentisry

for the VYar Ioonomy.

IXI. LEGAL FROBLEM,
SCHACHT will urge in defenee that he withdrew affirmatively

from the conspirsacy before it was consummsted in ths firat act
of aguression named in the Indiotment, namely, the attack on
PCLARD, Heferences should be sought to esiablish that the
ccaspiracy was consumsated sufficiently prior to SCHACHD'S

. withdrawsl, %0 render him culpable.
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