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O n Monday, June 21, before the latest round of poor economic news,
gold started the week hitting a new all-time high of $1,265.30 an
ounce [1]. As long as rich nations, such as China, continue purchasing
gold, prices will likely remain high. Last year, the U.S. produced 19.9% or
the world’s manufacture goods while China came in second at 18.6% [2].
The Chinese market continues to rapidly expand. For example, for the first
half year sales, GM sold more vehicles in China than in the U.S. [3]. In the
year the U.S. suffered through a punishing recession, China was ex-
panding nicely. Case in point, China revised its 2009 growth upwards
from 8.7% to 9.1% [4]. One reason for this growth; Jeffrey Immelt,
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Happy Independence Day

General Electric’s chief executive, warned China is increasingly protectionist [5].

New home sales fell unexpectedly by the highest percentage (32.7%) since data was first compiled
back in 1963 [6]. The free fall in home sales extended to old homes, falling by 30% [7]. The large

banks are starting to hire more people. However, this is not necessarily good news. For example, Bank

of America hired 2,000 people since April to work mortgage defaults [8]. The first time unemploy-

ment claims for the week ending June 19 fell to 457,000 [9]. However, in a sign of continued weak

economy, first time unemployment claims for the week ending June 26 unexpectedly increased by

13,000 to 472,000 [10]. Adding to the bad news, the Labor Department reported 125,000 jobs were
lost in June [11]. According to one report, 55% of Americans were either jobless or underemployed

since the start of the 2007 recession [12].

One pattern we continue to see is that the economic figures released gloss over bad news. Case in

point, last month the Government claimed the gross domestic product rose by an annual rate 3.0

percent only to revise it downward to 2.7% [13]. In another example, the June unemployment rate

was reported at 9.5%, down from 9.7%; however, for the month 652,000 more people were removed
for the total labor force (jobs lost) and are no longer calculated [14].

Regulators continued shuttering financial institutions. On June 25, the following three banks were
closed: 84) Peninsula Bank in Florida; 85) First National Bank in Georgia; and 86) High Desert State
Bank in New Mexico [15]. However, for the week ending July 2, regulators took a break with no an-

nounced closings.
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erhaps a good way to

determine the true
losses within the banking
industry is to look at the
latest control approaches.
For example, the American
Bankers Association joined
Microsoft and the FBI in an
Internet fraud reporting
collaboration [1]. Obvious-

Security

ly, if there were no on-line
banking losses, this would
not be considered.

In a new twist to hacker’s
extortion; an illegal alien
infected a number of com-
puters, remotely operated
the computer’s camera and
sound, searched for com-
promising information, and

(Continued on page 2)

then used this information
to shake down victims [2].

Onine transactions have
been hampered by the lack
of authentication due in
part to identity theft. To
overcome the security short-
coming, the White House
described a goal; every user
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May the sun in his course
visit no land more free,
more happy, more lovely,

than this our own country!

—Daniel Webster
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would get a smart card and
digital certificate [3]. Else-
where, 470,000 WellPoint
customers were informed their
personal information, such as
medical records and credit
card information, may have
been compromised

[4] Microsoft has detected
10,000 computers infected
with a new zero day attack and
patches are not schedule until

July 13 [5].

Recently, news of a Russian
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spy ring was in the news. It
seems authorities discover a
27 character password written
on a piece of paper to crack
open a treasure trove of spy
related information [6].
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Oil News

federal judge struck

down the Administra-
tion’s May 27 6-month deep
water oil drilling moratorium
[1]. In spite of the Judge’s
ruling, Interior Secretary Ken
Salazar indicated he would
issue a new drilling ban [2]. In
yet another setback, the cap
covering the blown BP oil well
was removed; thereby dis-
charging the full leak into the
Gulf [3]. Over a day passed
before the oil well cap was
restored on the run-away well

(4].

The oil spill has now reached
the Mississippi coast bringing

Market Volatility

S ince the current recession
started in December
2007, approximately 3.6 mil-
lion workers left the work
force [1]. During May, a lead-
ing economic indicator, the
stock market, was recovering
nicely. Then on May 6, we
experience the flash crash [2].
It is estimated, during the 20
minute May 6 rout erased
$862 billion in value from
U.S. equities [3]. Since then,
market confidence has not
returned and pressure is
mounting for the SEC to fix
the underlying problem [4].

It has been well over a month
since the May 6 market flash
crash and still investigators are
trying to figure out what
caused the maelstrom [5]. In
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the number of coastal states

soiled to four (including Ala-

bama, Florida, and Louisiana)

[5]. It is expected that the BP

oils spill will soon become the

largest environmental disaster
in the Gulf of Mexico; a rec-
ord currently held by the Mex-

ican Ixtoc I spill in 1979-1980

(6].
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the end it could very well be

that the flash crash extended
the recession that would oth-
erwise have ended.

There are attempts to paint a
prettier picture of the econo-
my but good news is hard to
find. Recall the words of for-
mer President Calvin Coo-
lidge, well into the Great De-
pression (1933): In other periods
of depression, it has always been
possible to see some things which
were solid and upon which you
could base hope, but as I look
about, I now see nothing to give
ground to hopenothing of man.
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Those who deny freedom to
others deserve it not for
themselves—Abraham

Lincoln
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In the beginning of a
change, the patriot is a
scarce man, brave, hated,
and scorned. When his
cause succeeds however,
the timid join him, for
then it costs nothing to be

a patriot—Mark Twain

Page 4

World News

N ine years ago, China was
admitted into the
World Trade Organization
(WTO) with the expectation
that product piracy would
abate; it has not [1]. Between
2005 and 2008, China al-
lowed its currency to increase
in value by 21%; however,
since then, there has been
little movement in order to
ensure Chinese goods remain
cheap (2]. What’s more, Chi-
na uses unfair trade practices
to grow at others expense.
After announcing flexible
Chinese currency, China sig-
naled changes would be small
and gradual [3]. In an unusual
twist, some are warning that
China could use the lifting of
the dollar peg to further in-
crease the value of the dollar;
thereby expanding the trade
deficit [4). To summarize, in
an effort to head off global
trade retaliation, China in-
creased the value of its curren-
cy by 0.42% [5]. As expected,
although China let its curren-
cy increase slightly, ensuring
the rise is too small to be of
much consequence [6]. Still,
pseudo changes are often
enough to placate trading
partner Governments that
want to appear tough on fair
trade. Elsewhere in China,
workers at Japanese owned
companies continue to strike
for higher wages. The latest
case is the Mitsumi electronics
plant in Northern China [7].

Financial Fraud

he SEC has sued the

founder of ICP Asset
Management for defrauding
clients of $38 million in over
payments [1]. Elsewhere, in an
unusual twist, the SEC sued
the estate of a dead Florida
man claiming he had defraud-
ed investors of $34 million [2].

The FTC filed a civil lawsuit

Meanwhile, Iran is having
success in bypassing the new
UN sanctions. Case in point,
Pakistan and Iran are going
forward with a natural gas
pipeline in spite of protests
from the U.S. [8]. What's
more, indications are that Iran
now has enough uranium for
two atomic bombs [9]. Fur-
thermore, Iran is claiming
Israel has Saudi Arabian base
in preparation for an attack
[10]. Could an Israeli strike be
far off!

Elsewhere, North Korea has
indicated it plans to bolster
nuclear weapons capability
[11]. In a sign of things to
come, the South Korea mili-
tary wants a sharp increase in
its military expenditures for
next year [12].

The legacy of Communist
China’s founder, Mao, lives
on. For example, in India,

Maoist rebels killed 27 Indian
troops in an ambush [13].
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