
W e continue to cover the tension between China and Japan because this could escalate into 
open war. In the latest ongoing saga, China is expanding its claims in the South China Sea. 

For example, the People's Daily, China's most-circulated newspaper in China, is calling to examine if 
Okinawa is actually part of China [1]. It should be noted that this publication is considered the 
mouthpiece of the ruling Communist party [2]. Then People's Liberation Army Major General Luo 
Yuan also called for a review of Japan’s sovereignty claim over the Ryukyu islands that include Okina-
wa [3]. In response, Japan lodged a diplomatic protest [4]. As expected, China rejected the protest [5]. 
With respect to other contested islands, because Chinese Foreign Ministry spokeswoman Hua Chun-
ying described the Diaoyu Islands as a core interest; China effectively committed to defending these 
islands at all costs [6]. This increases the likelihood of an armed confrontation between China and 
Japan that in turn could drag the US into to mix. Meanwhile, the nuclear reprocessing plant in the 
village of Rokkasho in the prefecture of Aomori, Japan (capable of processing enough plutonium for 
2,000 bombs per year), is due to complete active tests [7]. This is the last stage before becoming opera-
tional.  

Elsewhere, China continues to expand its military capabilities. For instance, on May 13, it conducted 
a test of its new ground launched anti-satellite missile [8]. What’s more, China is building two new 
missile submarine classes in addition to the 8 nuclear missile subs they currently have [9]. Further-
more, China’s proxy, North Korea is again active. For example, the communist north launched three 
short range missiles [10]. 
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O nce again, the US is 
under attack from 

sources overseas. For in-
stance, one report indicates 
hackers in the Middle East 
and North Africa planned 
“Operation USA”, targeting 
US web sites starting on 
May 7 [1].   

Zero date attacks are again 
in the news. For instance, a 
new Internet Explorer ex-
ploit targets nuclear re-
searchers [2]. Additionally, 

the Microsoft patch Tues-
day addressed 33 vulnera-
bilities, including an IE 
version 8 zero date issue [3].  

Meanwhile, China contin-
ues to attack US computers 
and networks. Case in 
point, for the first time, a 
Pentagon report directly 
accuses China of cyber 
spying on US government 
systems [4]. 

In what could be direct 

challenge to China, several 
Senators have introduced a 
bill to flag products from 
countries benefiting from 
cyber espionage against US 
companies [5]. 

It is often difficult to ascer-
tain the full impact of cyber
-attacks directed against US 
banks. However, in New 
York, Federal prosecutors 
charged seven cyber-
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criminals with stealing $45 
million [6]. What’s more, 
there are clues to the serious-
ness of the problem. Case in 
point, one report indicates the 
FBI granted access to US bank 
executives so they could at-
tend a classified cyber attack 
video teleconference hosted at 
40 field offices [7].  This high-
lights a risk to US financial 
institutions.  
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siles [8]. In turn, Israel ex-
pressed concern that the new 
Russian supplied missiles 
could end up in the hands of 
terrorists [9]. 

One risk in the expanding war 
is that terrorist will gain yet 
another foothold. For exam-
ple, the anti-Western Jabhat al
-Nusra, the al-Qaeda off-shoot 
is now controlling Syrian oil 
wells estimated at producing 
380,000 barrels per day [10]. 
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I srael’s military struck tar-
gets inside of Syria resulting 

in large secondary explosions 
[1]. Indications are the targets 
of the attacks were Iranian 
missiles that were in the pro-
cess of being handed over to 
Hezbollah terrorists [2]. By 
one estimate, at least 42 Syri-
an soldiers were killed in the 
attacks [3]. Expectedly, both 
China and Russia complained 
of the attacks [4]. What’s 
more, Hezbollah chief Sheikh 
Hassan Nasrall claims Syria 
will provide his organization 
with advanced weapons [5]. 

Elsewhere, the ground 
fighting between the Syrian 
military and rebels continues. 
For example, one report indi-
cates rebels shot down a Syri-
an helicopter killing eight 
people onboard [6].  

In other news, the discussion 
on chemical weapons contin-
ues. For example, the Presi-
dent of the US has indicated 
there is evidence of chemical 
weapons use by the Syrian 
government [7]. However, any 
response must consider the 
advanced weapons Syria is 
receiving from other coun-
tries. Case in point, Russia has 
provided Syria with advanced 
180-mile range anti-ship mis-
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The first casualty when 

war comes is truth—Hiram 

Johnson 

T he US is in a position to 
further reduce depend-

ence on overseas oil. For ex-
ample, recent oil and gas dis-
coveries, if allowed to be re-
covered, could result in the 
US becoming the world’s 
largest producer of these ener-
gy sources [1]. 

One of the leading economic 
indicators of what is to come 
is the stock market. With this 
in mind, the Dow reached a 
record high above 15,000 for 
the first time [2]. 

For the week ending May 4, 
the number of first time un-
employment claims, reported 
by the Labor Department, fell 
to 323,000 [3]. However, for 
the week ending May 11, the 
number rose to 360,000 first 
time claims [4]. 

Meanwhile, China’s economy 
continues to grow. For exam-

ple, April auto sales were up 
13% from a year earlier [5]. In 
contrast, Europe continues to 
struggle through its longest 
recession to date [6]. 

Bank regulators continued 
shuttering financial institu-
tion. On May 10, the follow-
ing were closed: The Sunrise 
Bank in Georgia and the Pis-
gah Community Bank in 
North Carolina [7]. Then on 
May 14, the Central Arizona 
Bank became the 13th finan-
cial institution shuttled this 
year [8]. 

1. Raum, Tom, AP, New 
jobs and energy gains helping 
lift US economy, May 6, 
2013. 

2. Pylas, Pan, AP, Markets 
remain buoyant as records 
tumble, May 8, 2013. 

3. Kowalski, Alex, Bloom-
berg, Jobless Claims in U.S. 

Economy 
Unexpectedly Fall to Five-
Year Low, May 9, 2013. 

4. Davidson, Paul, USA 
Today, Claims for jobless 
benefits rise sharply, May 
16, 2013. 

5. AP, China's April auto sales 
up 13% from year ago, May 
9, 2013. 

6. Gorondi, Pablo, AP, Oil 
Falls Below $94 as Europe-
an Recession Drags On, 
May 15, 2013. 

7. Sparshott, Jeffrey, and 
Jones, Kristin, Wall 
Street Journal, Regulators 
Close Two Banks, May 10, 
2013.  

8. AP/Miami Herald, FDIC 
shutters small bank in Arizo-
na, May 14, 2013.  

one of China’s largest power 
companies, in order to save 
money, turned off its coal 
fired plant scrubbers thereby 
causing sulfur dioxide pollu-
tion soar while concurrently 
falsifying records [2]. 
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I n past newsletters, we have 
detailed how bad the air 

pollution in China is. Because 
of the poor air quality, travelers 
to Beijing are now encouraged 
to bring a gas mask as a travel 
accessory [1]. 

To appreciate the challenges 
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pollution we can look at air 
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