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INTRODUCTION

we noticed crematoria being built at each of these centers. They're not electing
a new pope every time white smoke comes out of these things. — Kyle Bass
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WHY DO I CARE?
I’ve wanted Kyle Bass on the show for a very long time. I first reached out to him through his old
personal assistant Amber Robinson on January 14th, 2012. We went back and forth over the next
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18 months while I had my old television show, but nothing came of it. I reached out to him again,
through his new assistant more than 2 years ago (October 9th, 2017) about having him on. He has
wanted to do the program, but I’ve been adamant about doing it in person. Finally, I got word a few
days ago that he would be in town, and despite having to prep for Sean Carroll on the same day, I
took the opportunity to sit down with Kyle.
There are three areas that I want to focus my conversation with Kyle on today. (1) The first deals
with Hong Kong – specifically, Hong Kong Dollar peg, its viability, why Kyle feels it’s inevitably going
to break, and what the implications will be for Hong Kong, China, its Asian neighbors, and the world.
(2) The second deals with China – specifically, its political and financial stability, the exposure of
American companies and funds to Chinese markets (including the so-called “China Hustle,” which
refers to the use of American markets by Chinese companies to raise hundreds of billions of dollars
for what are often Ponzi schemes), the US-China information, cyber & economic war, and the
humanitarian record of China (including the concentration of roughly three million “prisoners of
conscience” and their use as live organ donors). (3) The third deals with the global economy, with
a particular focus on the United States and the Federal Reserve.
*** From my David Webb episode rundown: The events in Hong Kong over the last several months
– exacerbated by Chief Executive Carrie Lam’s determination to push through the Extradition bill
despite mounting opposition – have created a terrifying sense of crisis and disorder in the city.
Videos of police beatings and retaliatory violence by protestors, as well as satellite images of what
appear to be armored personnel carriers and other vehicles belonging to China’s paramilitary
People’s Armed Police, have created an ominous sense of foreboding in the city. "One country,
two systems," might be the fault line upon which the tectonic forces shaping China’s political and
economic development are colliding, creating mountains of civil unrest among Hong Kongers. At
what point do the political tremors in Hong Kong become civic earthquakes capable of shattering
the fragile peace between these two irreconcilable systems? Will open society prevail in Hong
Kong, or will China do whatever it takes in order to reassert control over the former British colony?
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Hong Kong has long been linked to China – despite its history of British occupation and rule – since
the First Opium War in 1841, and they remain so today, “a fact obscured by the ongoing protests,”
writes journalist and author, Howard French:
Modern Hong Kong was populated to a substantial degree by people from Shanghai fleeing
Communist Party rule in the aftermath of the civil war and revolution that brought Mao Zedong to
power in 1949. They helped create Hong Kong’s famous entrepreneurial spirit, as well as its
attachment to civil liberties on such vivid display in the rolling protests against a ham-handed
attempt in June by the city’s chief executive, Carrie Lam, to introduce a law providing for extradition
of suspected criminals to mainland China.
Hong Kong and Shanghai are also linked by Beijing’s longstanding ambition to turn the latter into
a global financial center to eventually rival New York and London. To reach such a lofty goal, of
course, Shanghai would first have to surpass Hong Kong, and that’s the rub related to the ongoing
protests. For all of its astonishing success at churning out gleaming new skylines and
neighborhoods, Shanghai has made surprisingly little progress toward this financial vision.
Paradoxically, the value of Hong Kong to China is built on the very things most at risk in the city
today: its rule of law, its comparatively independent institutions, including the judiciary, and its
relative transparency. For years, these qualities made the city a golden backdoor for foreign
investors into the mainland economy, and for Beijing, too. Capitalists from everywhere felt they
could place bets on China more safely with companies registered in Hong Kong than they could if
they were listed in places like Shanghai or Shenzhen, an even newer Chinese boomtown, where
high-level politics and state priorities, not money, rule.
Under the leadership of President Xi Jinping, China has swelled with new wealth and a confidence
to match, bordering on the cocksure. But this new swagger comes with danger, starting with the
peril that hovers now over Hong Kong. China has been moving for some time to gradually rein in
Hong Kong’s relative autonomy and freedom. It did so first by ruling out the direct election of its
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own leaders, and then by cracking down on political expression through the abduction of
booksellers and others in the city. Then it clumsily pushed a so-called patriotic education campaign,
mistakenly thinking that mainland-style indoctrination could work—or even be accepted—in a place
with well-established liberal traditions.
…
Now, Hong Kong teeters on the brink. Civil disobedience—in a city that has been firmly deprived
of any conventionally democratic means of choosing or replacing its leaders, or determining the
direction of local society—has dramatically escalated in recent days. Even government
functionaries and parents with small children have been drawn into the streets. But protests have
also turned increasingly confrontational with unmistakably high stakes. As thousands of
demonstrators occupied Hong Kong’s airport, hundreds of flights were canceled over consecutive
days and riot police moved in.
…
The reality is that as people grow more prosperous and become better educated, they tend to
desire a greater say over their own lives. They become more attached to basic notions of rights
that are far too readily identified as “Western,” and more inclined toward methods and procedures
often called democratic. There is no Chinese cultural exemption here. The people of Hong Kong
will not forget what they once had if their rights are snatched away or sharply restricted. They will
only seek new ways to resist. And if they are finally deprived, they will move away, together with
their wealth and talents, gutting what was for so long a unique place in the Chinese landscape.
Hong Kong’s independent status is likely the factor most responsible for its continued survival as
an independent territory thirty-five years after the signing of the Sino-British Joint Declaration on
December 19th, 1984. It provides China with an on/off ramp to western markets and serves as a
commercial hub for Chinese companies. At the same time, Hong Kong’s share or Chinese GDP
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has fallen dramatically (and understandably) since Deng Xiaoping’s retirement and the ramping up
of the CCP’s promise of delivering growth in place of democracy.
The Quiet Panic in Hong Kong…
According to an April report put together by hedge fund manager and short seller of the Hong Kong
dollar, Kyle Bass (the following text has been significantly amended and altered from the original):
Hong Kong was once vitally important to China’s economic position. At its apex in 1993, Hong
Kong’s economy represented more than 25% of China’s GDP and was the most active port in the
world. Since China’s ascension in to the World Trade Organization (WTO) in 2001, China has spent
heavily on its own port infrastructure and therefore is much less economically reliant on Hong Kong
today. Once a large exporter of goods (primarily settled in US dollars) with a significantly positive
trade and current account surpluses, Hong Kong was widely known as China’s southern port. As
China built out its own port infrastructure, Hong Kong was forced to re-invent its economy into a
service exporting economy. Hong Kong transitioned from a major global exporter to a net importer
of goods while simultaneously becoming a services exporter primarily to mainland China. In
economic terms, this transformation has taken place rather suddenly over the past decade.
As the global financial crisis metastasized throughout 2008, Hong Kong became the world’s top
beneficiary of the United States’ emergency monetary policy. Since Hong Kong’s currency is
pegged to the USD, Hong Kong’s interest rates must move with its anchor currency’s rates. Its
currency peg to the USD forced Hong Kong to import US monetary policy, while its largest trading
partner (China) was preparing to grow credit to the tune of half its economic output in a desperate
effort to stimulate GDP growth. Thus, in 2008, interest rates in Hong Kong collapsed essentially to
zero in lock-step with US interest rates, while China began an aggressive credit expansion. It’s no
wonder why Hong Kong real estate became the most expensive (per square meter) in the world.
Free money in Hong Kong and double-digit credit growth in China drove the greatest economic
expansion Hong Kong will ever experience.
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As a result of this free money (Hong Kong’s overnight lending rate was roughly 0.5% for 8 years),
Hong Kong’s residents, banks, and companies did what anyone would expect them to do: they
borrowed, geared, and levered. Hong Kong private sector leverage is now the highest of any nation
in the world. In 2010, Hong Kong grew its GDP 7% while its interest rates stayed at emergency
levels with the US at zero. As a result, Hong Kong’s banking system is now one of the most levered
in the world at approximately 850% of GDP (with 280% of GDP being lent directly into mainland
China).
Herein lies one of the key problems for the Hong Kong Monetary Authority (HKMA). The highest
leverage on record, mortgage loans that float and reset monthly, and rising rates put the HKMA
into a classic prisoner’s dilemma. Today, the difference between Hibor and US Libor is a staggering
80 basis points. In a large economy whose currency is freely convertible, the natural flows of capital
go from the lower yielding currency to the higher yielding currency (depositors can freely convert
and immediately receive higher overnight deposit rates). If this situation persists, the monetary
authority will first exhaust the excess reserves (“aggregate balance”). Once deplete, the pressure
on the currency board will become untenable and the peg will break. The HKMA has spent 80% of
their reserves over the past year or so. If the aggregate balance goes to zero, we expect Hong
Kong rates will spike and their banking system could collapse. Hong Kong currently sits atop
one of the largest financial time bombs in history.
…
The history of currency pegs is that they almost exclusively assume and rely on the discipline of
the anchor country’s monetary policy. Historically, the anchor currency (predominantly the USD)
has been the regime with policy stability and relative fiscal discipline. The Global Financial Crisis
forced the United States to take the interest rates to zero for the first time in its history. The inmate
(the anchored currency) is now running the asylum.
The HKMA’s decision to hold firm on the peg during the 1997-1998 Asian financial crisis cost them
dearly. Back then they had two choices: 1) maintain the peg by moving overnight rates up as high
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as 20% and accept the resultant deflationary bust (which they experienced from 1997-2003 with
their real estate markets falling approximately 70%) or 2) free-float the currency and allow it to
make the adjustment quickly (e.g. Russia in 2015-2016). Given the lack of synchronicity between
the United States and Hong Kong, the pegged exchange rate doesn’t make economic sense
anymore. The divergence between the economic cycles of the US, China, and Hong Kong will
ultimately tear the currency board apart.
In March of 2019, in an annual report on Hong Kong that the US State Department sends to the
President, it is stated that, “during the period covered by this report, the Chinese mainland central
government implemented or instigated a number of actions that appeared inconsistent with China’s
commitments in the Basic Law, and in the Sino-British Joint Declaration of 1984, to allow Hong
Kong to exercise a high degree of autonomy. The tempo of mainland central government
intervention in Hong Kong affairs – and actions by the Hong Kong government consistent with
mainland direction – increased, accelerating negative trends seen in previous periods.”
While the language was aggressive, the report stopped short of recommending a rescission of the
1992 US-HK Policy Act and therefore justified continued special treatment by the United States for
bilateral agreements and programs per the Act. If the Chinese government is successful in moving
the Hong Kong legislation from proposal to law, it will become incredibly difficult for the State
Department to not recommend rescission.
Today, President Trump holds the keys to deciding whether or not the agreement will stand.
Despite the State Department’s recommendation, the President has the sole power to make the
decision.
On the financial front, the leveraged and vulnerable financial structure of the Hong Kong economy
is polar opposite of the average investor’s availability heuristic. Thirty-six years of relative stability
won’t beget another decade of stability if our analysis is even partially correct. Meanwhile, China’s
extradition overreach is causing tectonic shifts in the fundamental agreements that govern the
economic relationships between the United States, the United Kingdom, and Hong Kong. These
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shifts have just begun. Investors, Hong Kong depositors, and policy makers alike need to pay strict
attention to the outcome of the legislative dance between China and Hong Kong. Hong Kong is
currently the center of China’s ability to raise US Dollars in Asia. China is desperately short of US
Dollars and therefore, needs Hong Kong to remain a non-tariffed most-favored-nation trader with
the United States and the United Kingdom. Financial teetering coupled with political uncertainty
could abruptly change the complexion of the foundation of investments in Hong Kong and
throughout Asia.
Trouble in Hong Kong- Part Deaux…
In a similar report, published one month later (May 20 th 2019), Kyle Bass addressed questions
raised about his HKD thesis. According Hayman Capital, the most basic response to their thesis
was as follows: “The HKMA reports approximately $436 billion USD of foreign currency reserves.
This incredible pile of dollars would make it foolish to think that the HKMA could ever possibly be
in danger of running out of reserves.” The following is from the May 20th letter titled “Trouble in
Hong Kong Part Deaux,” and addresses what Bass calls “the broad, misguided (and misleading)
statements being made regarding the supposed reserve adequacy of Hong Kong.”
The operative questions that must be answered are: (1) Are Hong Kong’s FX Reserves adequate
as determined by the IMF’s Reserve Adequacy Formalism and (2) How much of the reported $436
billion USD of FX Reserves are actually useable by the HKMA?
(1) Hong Kong doesn’t meet the basic IMF reserve adequacy (the asset side of the equation). For
a pegged currency like the HKD, the amount of FX Reserves that are freely available is equivalent
to how much the central bank’s balance sheet can be shrunk. Once the excess reserve (or
aggregate balance) is depleted, additional extinguishments drain precious liquidity from the money
supply and increase interbank and retail interest rates. We have calculated the minimum reserve
requirement for Hong Kong as per the below IMF’s formula:
IMF Minimum FX Reserves = 10%*Exports + 10%*Broad Money Supply + 20%*Other Portfolio
Liabilities + 30%*Short Term Debt
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A straight‐forward evaluation of this equation indicates a minimum reserve requirement for Hong
Kong of (10%*$684b)4 + (10%*$1,828b)5 + (30%*$1,047b)6 + (20%*$384b)7 = $642 billion USD,
which is far in excess of either the HKMA’s reported FX reserves or our adjusted value. However,
in fairness, a few of these items warrant conservative Hong Kong‐specific adjustments, which
brings the balance to $495 billion USD.
(2) Several adjustments to the HKMA’s stated official FX Reserve position (similar to what the Fed
has needed to do in order to determine the extent of the liquidity needs of banks) must be made in
order to determine the usable amount of FX USD reserves needed to defend the HKD-USD peg.
Several adjustments to the HKMA’s stated official FX Reserve position must be made to determine
the usable amount. For example, the Exchange Fund Bills outstanding, a 1.1 trillion HKD liability of
the HKMA, cannot be taken to zero, which would be necessary if the corresponding 144 billion USD
of FX Reserves could actually be used. With the advent of Basel 3 and implementation of the LCR,
banks must carry adequate amounts of high‐quality liquid assets (government bonds and central
bank reserves). This is the primary reason that “FX Reserves” is a misnomer, unless the FX
stabilization segment of the central bank balance sheet is set aside expressly for the defense of
the currency peg.
Once we adjust for the portion of the currency board that cannot be used (i.e., currency‐in‐
circulation, a large portion of the EFB, etc.), we then deduct a portion of the Hong Kong
Government’s Deposits and Fiscal Reserves and some other smaller liabilities. These deductions
lead us to our conclusion that the HKMA’s useable FX reserves are approximately $57 billion USD
(or only 13% of reported reserves). To be clear, the HKMA will have to do some serious
maneuvering to use anything substantially more than the Aggregate Balance, which as of May 17,
2019 stands at 54 billion HKD or $7 billion USD.
The greater question for investors is to what end? Why would the HKMA spend all of their remaining
liquidity supporting a 36‐year relationship that has changed so dramatically over the last decade?
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Given China’s desire to increase the international use of the RMB and reduce the key role of the
USD in global finance, why does a Chinese city still effectively use the USD as its currency?
In conclusion, it is abundantly clear that Hong Kong fails the IMF’s definition of reserve adequacy.
As if this fact were not worrisome enough, Hong Kong’s actual useable reserves, at a meager 13%
of reported reserves, are woefully inadequate. The architects of the peg should be commended for
the fact that it lasted for as long as 36 years.
The great divide between perception and reality can only be explained with a deep analysis.
Investors should heed this warning and convert their HKD to USD before the relationship changes.
Historically, listening to beleaguered bankers and enshrined establishment academics has cost
investors dearly in times of crisis. The plight of the HKMA is a novel one for today’s modern financial
system. The way investors conventionally think about breaking pegs is for the monetary authorities
to run out of assets. In this case, the liability constraints are also severe and represent a financial
strait‐jacket for the HKMA in their ability to navigate this fast‐boiling crisis. Remember, under
current agreements, the HKD peg to the USD will naturally expire in 2047. The switch is inevitable
and the real debate is when the world should begin discounting the timing of the expiration.
*** The objective of the Liquidity Coverage Ratio (LCR) is to promote the short-term resilience of
the liquidity risk profile of banks. It does this by ensuring that banks have an adequate stock of
unencumbered high-quality liquid assets (HQLA) that can be converted easily and immediately in
private markets into cash to meet their liquidity needs for a 30-calendar day liquidity stress scenario.

KYLE’S POSITION ON CHINA & HONG KONG
Post 2001, China was growing much faster than anyone else in the world, and they were doing
that, in part, by taking growth away from their other Asian neighbors who they were able to undercut
on labor costs. Kyle believes that that growth has not only dropped off substantially, but that China
is now growing at about 2.5% last year and maybe somewhere between zero and two this year. “I
think it's important to note that China won't be able to grow faster than the rest of the world from
here, now that things on the labor side have equalized. That has a lot to do with their current
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account (China’s dollar shortage),” said Kyle in a recent interview with Keith McCullough. I’m going
to use a series of excerpts from that conversation below that I have edited (significantly in some
cases) for clarity and context:
ON CHINA:
KB: We think about China in two different ways. One is domestically: they control the printing press,
they control the price level, the police, the narrative. How many times Keith, have you been sitting
with someone and they say, ‘But it's China. They can kind of do whatever they want to do.’ And I
say that's true domestically to a certain extent. The real issue in China is they still have to interact
with the rest of the world. And as they interact with the rest of the world, they have to buy crude oil.
They are short of crude, short energy, they're short food, and basic materials, right? They have to
buy these things to keep their GDP growing internally. They still have to continue to purchase things
with their dollar balances or their FX balances. We think that current account deficit is secularly
going to be negative from now on. This is where the rubber meets the road, about whether this
secular trend is meeting a cyclical down trend. The secular problem is they're running out of dollars.
As soon as the world figures that out and the U.S. intelligence and presidential cabinet figures out
that they're running out of dollars, they realize that in these trade negotiations, the U.S. holds all
the cards.
KB: I think that if we don’t implement further tariffs after the Dec. 15 deadline it will certainly not
make things worse, but it’s not going to fundamentally change the secular path of Chinese growth
slowing. I don't think pushing back that potential tariff date is going to make anything incrementally
better. Tariffs are a very blunt force instrument that Trump likes to use. But I think you're going to
see DOJ start using the FCPA, the Foreign Corrupt Practices Act, and they'll use that like a scalpel.
They'll start cutting companies out of the U.S. that are endemically corrupt.
KB: Chinese companies that list in the U.S. don't actually have to adhere to the same standards as
U.S. listed companies. Many people, including Congressmen and Senators, don’t know this. The
incentive structure of Wall Street is to embrace China and hope that more M&A happens that more
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IPOs happened because they just see fees. China dangles that golden carrot out in front of any
Wall Street firm that to chase it.
ON HONG KONG:
KB: Hong Kong used to be a quarter of China's GDP in the early nineties, and now it's back down
to about 2.5%. Strategically, it's really important from the perspective of geopolitics. Financially it's
important from another angle. This is where China raises all of its dollars. The majority of its dollars
go through Hong Kong. When you look at private sector credit to GDP, Hong Kong's the most
levered nation in the world.
Taking five or 10 steps back to understand what just happened, Hong Kong has been pegged to
the U.S. dollar and therefore is imported U.S. monetary policy for 36 years. So, what happened
going into the financial crisis is we dropped our rates from 5% to zero. Hong Kong came along with
us. At the same time, China hit the gas pedal. So, we've seen Hong Kong's real estate market
explode. So, from 2008 to 2018, it was the best 10-year period Hong Kong will ever see in its entire
existence. In 2008, when money became free, private sector credit exploded to GDP of 300%. So,
Hong Kong's the most levered developed nation in the world. Hong Kong's banking sector is now
850% of GDP. This means that with only a small, negative move in the value of bank assets, the
entire sovereign goes bankrupt, because it doesn’t have the money to bail out the banking sector.
Once Hong Kong runs out of excess reserves, they're going to have a liquidity issue and they're
going to have to raise rates to maintain their currency. The problem is 95% of the loans in Hong
Kong are indexed in one-month HIBOR (Hong Kong Interbank Offered Rate) and they reset
monthly. So, you can't raise rates like they raised rates in 97-98 to keep the peg because you'll
detonate an over-levered banking system.
I think the peg will go from a dollar-based peg to an RMB or an Asian basket a peg of currencies.
And I think it will happen in one day, right? China will use its RMB exchange rate to buy the dollar
reserves of Hong Kong.
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QUESTIONS HONG KONG:
Crisis in Hong Kong — We have been covering the socio-political crisis in Hong Kong for many
months now, and I have been surprised at how long it has gone on. Q: Is what we are seeing in
Hong Kong what happens with a highly repressive, authoritarian country meets resistance in the
form of an open, western style society? Q: What lessons should western countries take from what
we’ve been seeing (the crackdown by the CPP) in Hong Kong? Q: How the United States support
the people of Hong Kong in a responsible way?
Chinese Propaganda — Q: Have you been following the CCP narrative about the unrest in Hong
Kong? Q: How effective do you think the CCP has been in spinning it within mainland China?
HKD — Q: How does the HKD-USD peg work (7.7500/7.8500 band)? Q: Why do the architects
claim it is “impenetrable?” Q: How does this situation compare to other episodes of currency crisis
in Asia and Latin America? Q: What is the actual extent of Hong Kong’s FX reserves that can be
used to credibly defend the peg? Q: The HKMA says it has $436 billion USD of FX reserves that it
can use to defend the peg, but you say that only $57 billion USD (13% of reported reserves) of that
can be used to defend the peg, why? Q: How did you calculate that figure?
Hong Kong Banks — Q: What does it say to you that Hong Kong’s banks and Chinese banks
operating in Hong Kong have been offering two-to-four-month deposit rates of six or seven percent
when one-year HIBOR is 1%? Q: Is this another indication that there is a dollar shortage? Q: What
is the correlation between the institutions offering the highest deposit rate and unhealthy?
Levered Hong Kong — You have called Hong Kong “the most over-levered economy in the
developed world.” Q: How levered is Hong Kong’s economy and how did it get that way?
*** USD peg combined with exposure to a hyper-stimulated Chinese economy post-2008 meant
HK came along for the ride.
HKD - RMB — Q: What impact would a break of the HKD peg have on the RMB? Q: What is this
going to look like and how much longer can it go on for?
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QUESTIONS ON CHINA:
China Fallout — Q: What will be the fallout of a violent china-dollar peg breaking? Q: Will it go
from a USD peg to a basket of Asian currencies? Q: Will China precipitate the unbreaking by buying
Asian currencies with its inflated valuation and is there any way to catch wind of this? Q: What will
China’s state champions and other companies do with their dollar-denominated assets? (what level
asset are these being labeled?)
China Short Dollars — Q: Why does China need dollars? Q: What are China’s elite doing with
their RMB? Q: Why do you feel that their current account is going to be secularly negative? Q:
What impact is having on the current USD-RMB exchange rate?
Chinese Corporate Borrowing — China has something over 700 companies in our capital
markets today (86 NYSE; 62 NASDAQ; Over 500 in OTC). According to the BIS, Chinese
corporates have borrowed over 1 Trillion USD from US investors and companies in the last four
years. Q: How much of this is loans and how much is equity purchases? Q: How much of this is
driven by the same forces of low rates (reach for yield) that have driven so many of the perversions
in markets since 2008? Q: How much is this funding China’s dollar shortage?
MSCI World — Q: How much money is currently being invested through the MSCI World index
and how much is it going to increase in 2020 with the anticipated increased weighting of Chinese
companies in the index?
*** China Shipbuilding Industry Corp. makes ballistic submarines that target American cities
*** Hikevision makes video surveillance technologies that monitor the concentration camps and
crematoriums that are currently operating in XinJiang. Its controlling shares are owned by the
Chinese government.
*** AVIC is a Chinese state-owned aerospace and defense conglomerate that makes fighter aircraft
among other things
Foreign Compliance Arbitrage (China Hustle) — Q: What is the compliance differential between
domestic and foreign companies and how has China been taking advantage of this to raise
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hundreds of billions of dollars in capital for private companies that are in many cases, arguably
Ponzi schemes? Q: What happens to those US investors when the peg resets, putting aside
whether or not those companies themselves survive? Q: Can we expect to see CIFIUS (Committee
on Foreign Investment in the United States) reform in the United States?
Money Manager Liabilities — Q: What happens to those money managers who are bound by
their fiduciary duties under The Employee Retirement Income Security Act of 1974 (ERISA), which
means making prudent investments? Q: Are they in legal trouble (i.e. they have larger legal
liabilities than they think)? Q: What happens if these
Not to control our own semiconductor
managers go to pull their money out and see that they industry is like being a European power
can’t? Q: Will that create a problem with US auditors? in the 19th century that doesn’t produce
steel for cannon. - David Goldberg

QUESTIONS ON CCP VS. USA:

In preparing for this discussion, I’ve come away with the distinct feeling that I haven’t properly
understood the perspective of folks like you, Steve Bannon, Roger W. Robinson, and others.
And I realize now that there is a growing collective of concerned citizens who are on the other
side of George Kennan’s Long Telegram moment and are trying not only to warn the rest of us,
but to actually shift American foreign policy into a new, Cold War phase of US-Sino relations
more similar to US-USSR relations pre-1989 than anything else. Q: Do I have that right?
The Sources of CCP Conduct — According to Kennan, the Soviet Union did not see the possibility
for long-term peaceful coexistence with the capitalist world. He described dealing with Soviet
Communism as "undoubtedly greatest task our diplomacy has ever faced and probably greatest it
will ever have to face". Q: If we are entering a new Cold War with China, do we need something
like George Kennan’s Long Telegram to help us “break the spell”?
China Technology Theft — According to you, whether we are looking at the DIUX DOD report or
numbers from the Office of the Trade Representative, we see estimates anywhere between $200500 billion per year worth of technology stolen or transfers forced, despite that companies are not
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reporting those numbers themselves (likely, for fear of losing business from China). Q: Why are we
not seeing companies report similar numbers?
Huawei and 5G — Q: What are your concerns about 5G and our overall supply chain dependence?
Democrats — Q: Based on your interactions with policymakers and politicians, how do you think
policy towards China will change if Democrats take the White House? Q: Is there any candidate
that you think is better than any other? Q: What do you think of Elizabeth Warren or Joe Biden? Q:
Is there bipartisan support to review most favored nation trade status for China and/or Hong Kong?
Mike Bloomberg — Q: What are your thoughts on Bloomberg as a candidate and how would he
fair against China?
Magnitsky Act — Q: Do you expect Magnitsky sanctions to be used against Chinese Communist
Party members? Q: How effective do you think this would be and why?
Spalding — General Robert Spalding told you that the Chinese CCP members, in closed quarters,
would tell him that China was “going to dominate” us, and that wealthy financiers and billionaires
in the US told him that “Democracy is dead. China has a far better model, and if we want to be on
the right side of history, not only do we need to adopt that model but we need to get on the right
side.” Q: Does this remind you of American industrialists and financiers who aligned themselves
with the fascist regimes of Hitler and Mussolini during the inter-war years and even after 1938? Q:
How powerful is the China lobby today? Q: What do you credit for the change in the China story
within the United States?
*** Spalding says the CCP has “buried itself inside the Chinese people.”
Uyghurs and Organ Harvesting — Q: WTF is happening in Xinjiang? Q: Is this similar to the
Holocaust, where people couldn’t believe it because it defied imagination? Q: Why isn’t the media
talking about this more (Falun Gong, Uyghurs, etc.)
*** There are reportedly 3 million people in concentration camps, where neighboring crematoriums
have been built to dispense with so-called “prisoners of conscious” whose organs are being
harvested.
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Reverse Opium War — 90% plus of the fentanyl being imported into the US comes from China.
US customs officials recently seized one mission pounds of pork smuggled in from China that could
contain traces of the African swine fever virus that has ravaged the Asian country’s hog herd. Q:
Do you think this is deliberate and part of a larger, unconventional war by the CCP against the
United States?
Information, Cyberwar, & Economic War — I’ve heard you say China wants world domination
“without firing a shot.” Q: From your research and the people you have spoken to, do you believe
there is a coherent strategy that combines information, cyber, and economic warfare, and what
does that look like?
Trade Deadline — Q: Can anything good come out of the December 15 th trade deadline? Q:
What’s going to come of this trade battle if the Chinese can’t afford it and “we hold all the cards” as
you say?
Taiwan — Q: We hear a lot about Hong Kong, but what about Taiwan?

QUESTIONS ON US ECONOMY, POLITICS & POLICY:
Fed Taper-Repo-Tantrum — The fed got to about 250 billion dollars shy of your target of $3.5
trillion USD before the repo market started seizing up. Q: What did that incident say to you and
how stable do you think the US financial system is?
US Economy & Markets — Q: What’s going to happen to us? Q: What happens to our rates? Q:
What happens to stocks? Q: What happens to credit? Q: What happens to inflation vs. deflation?
Geopolitics — Q: What geopolitical tensions around the world concern you most?
Politics and Trump — Q: What do you think will happen in 2020?
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