PROPRIETARY/CONFIDENTIAL

SUBJECT:   Germany and the European economic crisis
SOURCE:  Sources with excellent access to the highest levels of the European political and security communities.
THE FOLLOWING INFORMATION COMES FROM AN EXTREMELY SENSITIVE SOURCE AND SHOULD BE HANDLED WITH CARE.

	1.  During the evening of May 6, 2012 German Finance Minister Wolfgang Schaueble warned Chancellor Angela Merkel that, while frustration among some voters had led to a Socialist victory in the French Presidential elections, he is concerned over the reaction of the extreme right wing political parties and groups across Europe to the success of leftist parties in a number of elections.  According to an extremely sensitive source, speaking on condition of secrecy, Schaueble received reporting from associates in the  German office for the Protection of the Constitution (Bundesamt für Verfassungsschutz—BFV) that the European economic problems, particularly unemployment,  have created a surge of individuals joining not only extreme right wing parties like France’s National Front (FN) and neo-fascist parties in Greece, but also more violent extreme rightwing para- military groups such as the Storm Eagles in Sweden and Germany, and the Vlams Bloc in Belgian and the Netherlands.  (Note:  Schaueble, as a former Minister of Interior, has maintained extremely close relationships with a number of senior BFV officers.)
	2. (Source Comment:  Merkel, who had previously played down the importance of these right wing groups, was, according Schaueble, disturbed by these reports, and is now focused on the fact that one the elements that led to the defeat of Nicholas Sarkozy in the French Presidential election was his effort to attract FN supporters in the second round of voting.  Merkel stated that when the German national elections take place in 2013, she does not want to be in the position of having to defend herself against Social Democratic Party (SDP) charges of links between rightwing extremists and her center-right Christian Democratic Union/Christian Social Union (CDU/CSU) regime.  This is a particular concern in Bavaria, where she believes the CSU does maintain low-key relationships with problematic rightwing extremists, both in Germany and Austria.)
	3.  In the opinion of this individual, Merkel is convinced that she will have to consider the policy implications of this development on the right, particularly if the new French President Francois Hollande gains support for his anti-austerity policies and Germany is faced with requests from the Eurozone states to provide funds to stimulate the European economy.  According to this individual, Schaueble and Merkel both believe that this turn of events could lead to a nationalist backlash in Germany, and complicate the 2013 elections.
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