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The Economy

he price of gold increased following a decision by China decided to allow its financial institu-

tions to trade bullion internationally [1]. In a further sign of a slow recovery, first time unem-
ployment claims for the week ending July 31 increased 19,000 to 479,000 [2]. The new job clams were
expected to be 24,000 lower [3]. What's more, for the week ending August 7, the first time claims
increased further to a near 6-month high of 484,000 [4]. Meanwhile, the Labor Department an-
nounced the nation lost 131,000 jobs in July and it revised the number of jobs lost in June from
125,000 to 221,000 [5]. This at a time when a record 40.8 million Americans in May were using food
stamps [6].

Meanwhile, the home mortgage industry remains stuck in negative territory. For example, Freddie
Mac reported a second quarter loss of $4.71 billion and will request another $1.8 billion in govern-
ment aid [7]. Similarly, Fannie Mae reported a quarterly loss of $3.13 billion and requested $1.5 bil-
lion more aid [8]. Furthermore, in July there were over 92 thousand bank repossessions for troubled
home mortgages becoming the second highest month on record [9]. In another sign of tough eco-
nomic times, the Labor department reported the second quarter U.S. productivity rate fell 0.9%, the
first decline since 2008 [10].

Reaching a year and a half high, China’s July trade surplus surged to $28.7 billion [11]. Of the Chi-
nese trade surplus, $19.4 billion was the U.S. contribution [12]. Even the U.S. Chamber of Com-
merce is complaining about the one-sided trade policies of China [13]. To examine the consequence
in job losses, we can use the job savings numbers from the $26 billion state aid law passed on 10 Au-
gust. In it, $10 billion was allocated to save 160,000 teacher’s jobs [14]. Using this metric, last month
alone, the U.S. exported 310,000 jobs to China. Without the jobs and the industry supporting them,
recovery will be a very long time away. What is interesting to note is the Commerce Department re-
ported a $49.9 billion trade deficit for June, $28 billion of which went to China [15]. However, last
month China reported its trade surplus with the U.S. was only $17.6 billion [16]. This indicates
China is not reporting actual trade surpluses thereby marginalizing the true scope of the problem.
Perhaps a good indicator of the importance of one-sided trade can be seen with Japan. After decades
of draining U.S. jobs, the value of the Japanese currency (Yen) has reached a 15 year high and the
Japanese government plans to take action to bring its value down [17].

The U.S. economic news for June was not encouraging. For example, both income and spending were

stagnating indicating the high unemployment rate is impacting a recov- )
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Security
M icrosoft released an fake movie player) targeting the Stuxnet worm created
emergency security Google's Android mobile in June 2009, it was only

patch to fix a remote execu-
tion vulnerability [1]. Over-
all, for August Microsoft
released a record 15 patches
including a number for
correcting remote code
execution [2]. Elsewhere,
there is a new exploit (a

operating system that can
make calls to premium
(expensive) numbers [3].
With the introduction of
the Stuxnet worm, hackers
now appear to be targeting
power plants [4]. What's
particularly troubling about

discovered in July, 2010 [5].
Operating sophisticated
malware undetected for
over a year highlights one
challenge facing IT security.

Development of malicious
software (malware) contin-
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Special points of interest:

In 2010 Social Security will pay out
more than it takes in

40.8 million on food stamps



He who defends everything

defends nothing—Frederick

The Great
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ues to expand at a fast pace.
For example, during the first 6
months of this year, over 10
million new pieces of malware
were cataloged [6].

1. AFP, Microsoft patches
"critical" crack in Windows,

August 2, 2010.
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ery [18]. Furthermore, for the
first time, more Social Secu-
rity money ($41 billion) will
be paid than is received [19].

Regulators continued shutter-
ing financial institutions. On
August 6, the following was
closed: 109) Ravenswood
Bank in Illinois [20]. Then on
August 13, the Palos Bank
and Trust Company in Illinois
became the 110" shuttered
[21].
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Energy News

he latest estimate is the

BP oil spill dumped 4.9
million barrels of oil into the
Gulf of Mexico [1]. On the
positive side, NOAA is claim-
ing most of the oil is gone
with 70% dissolving naturally
[2].

The oil spill highlighted the
international makeup of oil
drilling near the U.S. shores.
What’s more, its unclear how
some companies decide liabil-
ity. For example, the Japanese
Mitsui company refused to
pay BP for its portion of the
oil spill damages until the
cause of the accident is known

[3]. So far the cost of the BP

oil spill has reached $6.1 bil-

lion [4]. In a different BP inci-

dent, the company will pay a

record $50 million fine for the

2005 Texas City explosion

that killed 15 workers and

injured 170 people [5].

One report is confirming that

a Japanese super tanker carry-

ing 2 million barrels of oil was

attacked by terrorists as it
sailed off the coast of Oman

[6].
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We will not have any more

crashes in our time—John

Maynard Keynes (1927)
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I am concerned for the
security of our great
Nation; not so much

because of any threat from
without, but because of the
insidious forces working

from within—Douglas

MacArthur
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World News

] ndia’s economic growth is
expected to be 8.5% this
fiscal year [1]. Elsewhere,
India is rejecting an accusa-
tion than new drug resistant
bacteria are originating from
that country [2].

Ford completed its sale of the
Volvo auto company to
China’s Geely [3]. In other
news, once again China is
rejecting U.S. concerns over
its economic and energy deals
with Iran [4]. What’s more,
China is hosting a cyberspace
security two-day meeting in
Beijing expected to attract 300
people world-wide [5]. Mean-
while, China accused the U.S.
of a double-standard following
disclosure the U.S. is negotiat-
ing with Vietnam for construc-
tion of up to 13 nuclear
power plants [6]. What's
more, Vietnam and the U.S.
participated in naval exercises

(7.

Iran has showed four of its
estimated eleven domestic
made 120-ton class subma-
rines [8]. What's more, Iran’s
first nuclear power plant is
scheduled to get nuclear fuel
loaded on August 21 [9]. In

Financial Fraud
] n the white collar criminal

world, Ponzi schemes con-
tinue. For example, in Florida,
a man was charged in a $40
million Ponzi scheme that
included a $12 million bank
fraud [1]. In the U.S. Virgin
Islands, the SEC accused a
financier with operating a
$105 million Ponzi scheme
[2]. In Minnesota, Federal
authorities charged a man
with operating a $80 million
Ponzi scheme [3]. In Califor-

other news, Russia is export-
ing gasoline to Iran in opposi-
tion to U.S. demands [10].

For July China’s sales rate for
new cars slowed to only
13.6%; at the same time, In-
dia’s sales rate increased a
record 30% from the previous
year [11]. Meanwhile, Chrysler
reported a quarterly loss of
$183 million [12].
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