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The Economy

he number of investors fearful of another flash crash continues to rise [1]. This comes as a panel
established to look into the flash crash, provided their recommendations; including tightening
computerized high-frequency and algorithmic (algo) traders [2]. We first covered the risks of algo’s
back in 2008 newsletter (vol. 1, no. 26) and further expanded the topic following the flash crash (vol.
3, no. 10). It is good to see the investigations are consistent with our pre and post flash crash assess-
ment. However, we still believe the

algo transactions must be mediated .
in real-time. Until we apply technol- Bank CIOSIngS as of 2/27/2011
ogy to control the technology, we 200

will remain at risk of another flash

crash. 150 140

Regulators continued closing finan-

157

cial institutions. Case in point, on
February 18, the following four| 100
were shuttered: 19) Habersham
Bank in Georgia; 20) Citizens Bank 50
of Effingham in Georgia; 21) Char-
ter Oak Bank in California; and 22) 0
San Luis Trust Bank in California
[3]. Then on February 25, only one
was shuttered: 23) Valley Commu-
nity Bank in Illinois (4]. Meanwhile
the number of troubled banks increased from 860 to 884 [5]. This represents nearly 12% of the in-
sured banks [6].

For the week ending February 12, the number of first time unemployment claims was 410,000 [7].
However, for the week ending February 19, the number of first time claims was only 391,000 [8].
Meanwhile, the second largest bookstore, Borders, filed for Chapter 11 bankruptcy protection [9]. In
other bad news; on Thursday, February 24, the price of Brent crude oil reached $119 per barrel [10].
The higher price for oil could slip us back to a heavier recession. Mean-

2007 2008 2009 2010 2011

(Continued on page 2)

Security

Inside this issue:

Border Security 3
World News 4
Fraud 4

n Canada, two govern-

ment departments have
remained off the Internet
following crippling cyber-
attacks originating from

China [1]. In contrast, Chi-

na sentenced a U.S. geolo-
gist to 8-years in prison for
the sale of a Chinese oil
database [2]. Elsewhere,
there is yet another phish-
ing attack using bogus

FDIC email messages [3].

The methods used state by
governments to contain
unrest in the Middle East
remain consistent. For ex-
ample, the Libyan govern-
ment cut off the Internet
similar to the approach
taken by Egypt [4].

Oracle’s February Critical
Patch Update fixed 21 vul-
nerabilities including 19

that could be exploited
remotely [5]. Elsewhere,
Iranian hackers took over a
Voice of America website
and poster their own mes-
sage; an [ranian flag along
with an AK-47 assault rifle
[6].

There is yet another on-line
banking exploit. The new
Trojan horse program,

(Continued on page 2)

Special points of interest:

o Somali pirates kill four American
captives

e Number of troubled bank increased
to 884

o Brent crude oil reached $119 per
barrel

e 231 bank closed



You live in the age of
interdependence. Borders
don't count for much or
stop much, good or bad,

anymore—Bill Clinton
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dubbed OddJob, keeps custom-

er session alive after they log
off; thereby allowing the bad

actors to access the account [7].
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while, the Commerce Depart-
ment lowered the estimate
growth for the last quarter
from 3.2% down to 2.8%

(11].
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Border Security

hen discussing border

security; we often con-
sider only the porous bounda-
ry with Mexico. For example,
the GAO found the US bor-
der with Mexico was vulnera-
ble to cross-border illegal activ-
ity [1]. However, the border to
the North is equally vulnera-
ble. Case in point, Border
Patrol agents try to intercept
drug traffickers using snow
mobiles crossing the frozen St.
Lawrence River between New
York and Canada [2]. If drug
runners can get into the coun-
try, what protection do we
have against terrorists?

To be sure there is a signifi-
cant cost associated with a
weak border that is played out
around the country. For in-
stance, in Manassas, a 37-year-
old illegal alien that was or-
dered deported in 2002 by a
federal judge, was arrested and
charged with murdering three
people [3]. And readers may
recall the murder of Chandra
Levy by Ingmar Guandique an
illegal immigrant from EI Sal-

vador [4].

Making matters worse, once
illegal aliens get here, there
are many people determined
to help them evade detection
and deportation. Case in
point, a doctor pleaded guilty
to surgically altering finger-
prints of illegal aliens [5].
What's more, estimates indi-
cate over 11 million illegal
immigrants are currently liv-
ing in the U.S. [6].

The U.S. border is not limited
to land access but also water.
Consider, the Columbian
military captured a 100 foot
long drug running submarine
that contained four tons of
drugs [7]. Couldn’t terrorists
use the same infrastructure?
How many shipping contain-
ers arrive from China with no
inspection? Furthermore, one
customs agent has indicated a
weapon of mass destruction
was already discovered enter-
ing the U.S. [8].
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Information is the oxygen
of the modern age. It seeps
through the walls topped
by barbed wire, it wafts
across the electrified

borders—Ronald Reagan
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Terrorism has become the
systematic weapon of a
war that knows no borders
or seldom has a face—

Jacques Chirac
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World News

he world economic land-

scape is changing. For
example, Japan officially lost
its title as the second largest
economy in the world; a title

it held since 1967 [1].

North America and Europe
are not the only areas con-
fronted with another brutal
winter; so is Asia. For exam-
ple, South Korea experienced
the heaviest snowfall in more
than a century [2]. Elsewhere,
North Korea has completed a
second strategic missile launch
site near the Chinese border

(3].

In Egypt, the once outlawed
Muslim Brotherhood an-
nounced it would like to form
a party for inclusion in the
new Government [4]. Mean-
while, two Iranian warships
passed through the Suez Ca-
nal and are now in the Medi-
terranean Sea [5]. And then,
Syria is planning a nuclear
power plant by 2020 [6].

With the unrest throughout
the Middle East, the price of
oil has increased. Now one of
the tribes in Libya is threaten-
ing to cut off the oil supply
from that country if protester
oppression does not stop [7].
This is a good example why we
need reliable energy from non-

Fraud

onzi schemes continue to

dominate white collar
crime news. For example, a
New Mexico man was indicted
for operating a $76 million
Ponzi scheme [2]. In North
Carolina, two men were
charged with operating a $35
million Ponzi Scheme [3]. In
New York, CNBC pundit,
Brian Kim was indicted in a
$4 million Ponzi scheme [4].
In Alaska, a woman was
charged in a $7 million Ponzi
scheme [5]. In non-Ponzi relat-

volatile sources. One conse-
quence of a poor energy policy
is the unknown price of oil.
For example, on just one day
(February 22), the price of oil
increased 6% due to the un-
rest in Libya [8]. A question
here is; what would the oil
price impact be if the unrest
spills over into Saudi Arabia?
Consider, there is an ongoing
Facebook campaign calling for
a day of rage next month
(March 11) within Saudi Ara-
bia [9].

In the meantime, Libya's ex-
justice minister says Libyan
leader Moammar Gadhafi
ordered the 1988 bombing of
the Pan Am jet that crashed in
Lockerbie, killing 270 people
[10]. Elsewhere off the Somali
coast, four Americans held
captive by Somali pirates were
killed by their captives [11].
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ed news, 111 people were

charged with $225 million in

fraudulent Medicare claims

[5].
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