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World News

hina has agreed to purchase 24 Su-35 fighters and four Lada-class submarines from Russia [1].

What’s more, China is building numbers of drones that are expected to be deployed in the
South China Sea [2]. And there should be no misunderstanding of how China will use its strength-
ened military. Case in point, Vietnam accused China of opening fire on one of its fishing boats; burn-
ing its cabin down in the altercation [3]. Interestingly, China claims its actions were legitimate with-
out admitting to damaging the other vessel [4]. According to a Japanese study conducted by the Na-
tional Institute for Defense Studies; China’s military rise is resulting in the communist giant being

more aggressive to its neighbors [5].

China has a perfect proxy nation (North Korea) to conduct hostile actions against the West with little
risk of accountability. For instance, if North Korea did launch nuclear weapons against American
targets, the US would not hold China accountable. In effect, China is able to launch an attack
through proxy countries without fear of retribution. Consider, North Korea placed its missile forces
on high alert, targeting US assets [6]. In response, Secretary of Defense Hagel said the North Korean
threats must be taken seriously [7]. In further escalation, the North is threatening to restart a shut-
tered (back in 2007) nuclear reactor previously used to make plutonium [8]. What’s more, it looks like
China will get involved in any western military action taken against North Korea. For example, China
has placed its military forces on heightened alert and has stepped up military mobilization along the
Korean border [9]. So the ultimate cost for all those one-sided trade agreements with China may be
confrontation with a modernized Chinese army.

Readers may recall World War I stated when Archduke Franz Ferdinand of Austria was assassinated
by a Serbian nationalist in Sarajevo, Bosnia. Prior to the assignation, most of the European powers
had established treaties to aid others should there be an attack. Now we have North Korea, a rogue
country with a military alliance with China making ever more threats to start a nuclear war. For exam-
ple, reports indicate the North Korean military is cleared to launch nuclear attacks against the US
[10]. Like World War I, there is a small chance that local events on the Korean peninsula could draw
the US and China into a nuclear conflict. Ironically, many US politicians believe the Rich should pay

more in order to redistribute wealth [11]. Isn’t this the same argument

For US companies, the
cost of doing business
in China is expensive. For
instance, one and four com-
panies reported data theft
[1]. A question here is, does
this mean the other compa-
nies have yet to detect the
ongoing data theft attacks?

By one estimate, the loss to
US business last year due to
stolen IP in China is $300
Billion [2]. A question here
is how many US jobs does

Security

$300 billion address? So we
allow our industry to be
plundered, tolerate one-
sided trade agreement, al-
low China to build its mili-
tary, and watch the world
suffer from pollution. It is
unclear why are we continu-
ing our current China trade
policy? This lack of atten-
tion will not turn out well

for the US.

Meanwhile, US banks con-
tinue to be subjected to

(Continued on page 2)

cyber-attacks. For instance,
during the past six weeks,
the largest banks were taken
offline for a total of 249
hours [3].
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Special points of interest:

o China steals $300 Billion in intellectual
property from US business operating in
that country

e China is mobilizing forces along Korea
border

e Could a Korea accident result in war?
e 88,000 jobs created

o 7.6% unemployment rate

e 496,000 freer in workforce

e 5% Bank shuttered



No matter how hard we

might wish, we will not be

able to transform China's

behavior overnight.—

Madeleine Albright
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I wish to note that
intellectual property theft
by a government represents
the very essence of

organized crime.—Howard

Berman
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he big news from Europe

was the banking crisis in
Cyprus. In the final bail out
deal, depositors with over
100,000 Euros deposited
could lose 40% of their sav-
ings [1]. By some revised esti-
mates, the losses will be closer
to 60% [2]. In response, the
head of Cyprus's largest bank
resigned [3].

The big fear in Europe is that
the same losses inflicted on
Cyprus bank depositors could
be the new normal for other
countries [4]. What's more,
the same losses seen in Cyprus
could happen in any Western

nation (including the US) [5].

In the last newsletter a main
topic was dead pigs in a
river providing drinking water.
By March 26, the number of
dead pigs recovered numbered
16,000 [1]. This time, over
1,000 dead ducks were re-
moved from the Nanhe river in
China’s Pengshan County [2].

Then there are disasters wait-
ing to happen. For example,
trash in the 23,000 square
meter Qingsongling rubbish
dump is threatening to con-
taminate Beijing’s drinking
water supply [3]. By one esti-
mate, 190 million tons of
household waste is annually
dumped into China’s lakes and
rivers [4].

Water pollution is causing
rivers in China to disappear.
For example, since the 1990’s
over half of china’s rivers,
some 28,000, are no longer

European Crisis

What is interesting is that that
has already happened in the
US. For example, 6,400 In-
dyMac depositors lost $233
million when regulators took
over financial institution [6].
While losses may have been
reduced later, the precedent
was set.
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listed on maps [5].

There is a cost to China’s
pollution. By one estimate,
there were 1.2 million pre-
mature deaths in China based
on air pollution [6].
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Economy

or the week ending March

23, the number of fist
time unemployment claims,
reported by the Labor depart-
ment, was 357,000 [1]. Then
for the week ending March
30, the number of claims in-
creased to 385,000 [2].

Meanwhile, as the US appetite
for Japanese cars increases,
China is continuing to de-
crease its dependence. Case in
point, for March, Toyota sales
in China were down 11.7%
from a year earlier [3]. Like-
wise, Mazda sales were down
21.5% [4]. In contrast, GM’s
car sales in China rose 12.6%
during March [4].

Now it appears that China is
going after Apple so that a
local Chinese company, Chi-
na Mobile, can benefit [6]. As
expected, Apple prepared an
apology for the alleged issues
coming from the Chinese
government [7].

Meanwhile, job creation re-
mains weak. For March, only
88,000 jobs were created, with
the majority consisting of low
paying jobs [8]. What’s more,
the labor participation rate is
the lowest it has been since
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1979 resulting in an unem-
ployment rate of 7.6% [9]. So
the mid-level jobs lost at the
start of the recession are slow-
ly being replaced by low pay-
ing jobs. What's more, the
labor participation fell by
496,000 [10]. So once again,
hundreds of thousands more
left the workforce than were
employed, yet the unemploy-
ment rate fell.

Finally, the rate of bank clo-
sure has fallen from the past
several years. However, there
is still some regulator activity.
For instance, regulator shut-
tered the Gold Canyon Bank
in Arizona, making this the 5%
closure this year [11].
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The best social program is

a good job—Bill Clinton
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