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The Economy

hina and Russia have stepped up criticism of the Fed’s decision to print an additional $600

billion [1]. Meanwhile, the U.S. trade deficit with China for August was $27.8 billion [2]. By
one estimate, China will surpass the U.S. as the biggest economy during 2012, less than two years
away [3]. What's more, the G-20 countries failed to endorse a policy against currency manipulation
and President Obama criticized China’s policy of devaluing the Yuan (China’s currency) [4].

Unemployment remains problematic with 435,000 first time claims for the week ending November 6
[5]. For the week ending November 13, there were 439,000 initial claims [6]. During the past three
years, unemployed Americans received $319 billion in benefits [7]. In addition to employment prob-
lems, home prices fell 4.3% in the 3™ quarter representing the 17th quarterly decline in a row [8].

Regulators continued to close financial institutions. On November 12, the following three were shut-

tered: 144) Tifton Banking Company in Georgia;
145) Darby Bank & Trust in Georgia; and 146)
Copper Star Bank in Arizona [9]. Then on No-
vember 19, three more were shuttered: 147) Gulf
State Community Bank in Florida; 148) Alle-
giance Bank of North America in Pennsylvania;
and, 149) First Banking Center in Wisconsin [10].
At the current rate, 2010 will likely fall short of
1992, when 181 banks were closed [11].

In other news, Chrysler reported an $84 million
third quarter loss but is making progress toward
profitability [12]. Meanwhile, gold set a new rec-
ord high, passing $1,400 per troy ounce [13].
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n November 4", the

President signed an
executive order that creates
a new information category,
Controlled Unclassified Infor-
mation, to be implemented
within 180 days [1].

For 18-minutes last April
U.S. Internet traffic was

routed through China [2].

Security

This traffic included not
only commercial but Gov-
ernment information.
Some are suggesting the

Chinese Government delib-

erately hijacked 15% of the
Internet traffic [3]. Expect-
edly, state-controlled China
telecom denied it hijacked
the Internet traffic and

(Continued on page 2)

after a halfyear, the cause is
still unknown [4]. In partic-
ular, note the event sur-
faced 6-months after the
fact.

A Malaysian man was
charged with hacking into
the Federal Reserve Bank of
Cleveland computer and
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Special points of interest:

o FDIC investigating about 50 former
bank officials

e For 18-minutes last April, U.S.
Internet traffic was routed through
China

o Federal Reserve Bank of Cleveland
hacker charged

o 149t financial institution shuttered



A disordered currency is
one of the greatest political

evils—Daniel Webster
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for possessing over 400,000
stolen credit/debit card num-
bers [5]. Meanwhile, malware
is being cataloged at a rate of
60,000 new pieces per day [6].
By one estimate, over 100
foreign intelligence organiza-
tions have attempted to break
into U.S. networks [7].
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Contested Islands

]apan and China are still
ratcheting up the tension
over disputed islands claimed
by both countries. For exam-
ple, China is still embargoing
rare earth element shipments
to Japan [1]. Moreover, there
are concerns that weakness
shown on the part of Japan
will invite future actions [2].
In response, Japan plans to
send 100 troops to Yonaguni
island; one of the islands also

claimed by China [3].

Russian President Medvedev
will meet with Japan's Prime
Minister and the disputed
islands will be one of the top-
ics discussed [4]. The bottom
line is that for the first time in
1,000 years, Japan faces the
prospect of Chinese domi-
nance [5].

China continues to expand its
military capabilities thereby
placing Japan in a weaker
bargaining position. For exam-

ple, in an unexpected surprise,
China displayed 25 different
unmanned aircraft at the
Zhuhai air show [5]. This illus-
trates China’s ability to ex-
pand its military capability
without detection. If we con-
tinue to underestimate China,
we will continue to be sur-
prised. For example, The U.S.
continues to seek a nuclear
weapons reduction treaty with
Russia without any commit-
ments from China [7]. Mean-
while, it appears that North
Korea is working on another
nuclear reactor, likely for pro-

ducing weapons grade Plutoni-

um [8].
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The best way to destroy the
capitalist system is to
debauch the currency—

Vladimir Lenin
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Domestic policy can only
defeat us; foreign policy
can kill us—John F.

Kennedy
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World News

ccording to Secretary of

Defense Robert Gates,
current sanctions are having
an impact on Iran [1]. Howev-
er, Israeli Prime Minister Net-
anyahu argues sanctions are
not sufficient and there needs
to be a credible military op-
tion [2]. What's more, Iran’s
President Ahmadinejad has
again reaffirmed his country’s
nuclear program is non-
negotiable [3]. Moreover, the
Iranian President said sanc-
tions do not scare his coun-
try’s people [4].
During his stop in India, Pres-
ident Obama called for a per-
manent UN Security Council
seat for India [5]. In response,
Pakistan criticized the position

[6].

For some time, we have fo-
cused on the unfair trade prac-
tices associated with China.
However, China is only fol-
lowing the policy we allowed
with Japan. Case in point,
while we allowed them to
decimate much of our indus-
try, Japan imposed 777.7 per-
cent tariff on imported rice
[7]. Yes you read that correct-
ly, a 777.7% tariff on one of
the few commodities the U.S.
has in abundance. So for dec-
ades, Japan protected its do-
mestic businesses using tariffs

Financial Fraud
he FDIC has about 50

on-going investigations
looking into former bank
officials [1]. Unfortunately,
the reasons for the collapse
consisted of a series of prob-
lems including algorithm driv-
en computer transactions.
While purging a few bad ac-
tors may look good, the core
problems that culminated in
the current economic collapse

have yet to be adequately ad-
dressed.

and other one sided trade
tools; while the U.S. allowed
good paying jobs to disappear.
Meanwhile, Japan’s economy
grew at a 3.9% growth rate for
the third quarter [8].

In the previous newsletter, we
indicated that China now has
the fastest supercomputer in
the world. This has been con-
firmed and the Chinese ma-
chine named Tianhe-1
achieved 2,570 trillion calcula-
tions per second besting the
second place American ma-
chine’s 1,750 trillion calcula-
tions [9]. Elsewhere GE is
planning to invest over $2
billion in China adding over
1,000 new jobs there [10].

People continue to do their
part for the ecology of the
planet. For example, many
people are using reusable
shopping bags for their grocer-
ies. Unfortunately, some of
these bags were made in Chi-
na and have a high lead con-
tent [11].
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