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China is a paper dragon on rare earths monopoly, dumping treasuries

The bottom line is that the U.S. and frankly, global markets capacity to respond to price shocks that
might be seen via rare earth embargoes or dumping treasuries, should not be underestimated. Sea
changes of these sorts are investment opportunities for others. Whatever shortages foreseen in the
short run will be some other company’s boon. China will do whatever it wants at the end of the day,
but it must realize, the market’s invisible hand always wins.

The Department of Labor needs Patrick Pizzella

The Department of Labor needs an upgrade. As President Trump makes radical changes across the
executive branch, the Department of Labor has remained a step behind, but it is not necessarily the
department's fault or even the Department’s Secretary Alexander Acosta. It’'s the Senate’s fault. The
Senate has stalled the confirmation of Trump’s nominees to executive positions, such as the nominee
Deputy Secretary of the Department of Labor, Patrick Pizzella. This has prevented necessary reforms
from taking place and slowed the progress of the entire agency.

Mark Robinson: Why am | punished for the act of criminals

“And guess who’s gonna to be the one that suffers? It’s gonna be me...Our rights are the ones that
are being taken away — that’s the reason why | came down here today. Gun show or no gun show,
NRA or no NRA, I’'m here to stand up for the law abiding citizens of this community.”

China is a paper dragon on rare earths monopoly, dumping treasuries
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By Robert Romano

Two key arguments are often made by those warning of a trade war with China, which is that Beijing
could inflict major damage by cutting off the export of rare earth metals and by dumping its $1 trillion
horde of U.S. treasuries.

But on both of these China could be more of a paper dragon than the conventional wisdom would
have you believe.

First, on rare earth metals. Jeff Spross at The Week argues that “if things do spiral into all-out trade
war, it's worth noting China has a nuclear option. I'm referring to rare earth metals. These are
elements like dysprosium, neodymium, gadolinium, and ytterbium. They aren't actually rare, but they
do play crucial roles in everything from smart phones to electric car motors, hard drives, wind
turbines, military radar, smart bombs, laser guidance, and more. They're also quite difficult to mine
and process. It turns out the United States is almost entirely dependent on foreign suppliers for rare
earth metals. More importantly, it's almost entirely dependent on China specifically for rare earth
metals that have been processed into a final and usable form. Basically, if China really wanted to
mess with America, it could just clamp down on these exports.”

That much is true. According to the U.S. Geological Survey, the U.S. at present is 100 percent reliant
on imports of rare earth metals, used in the components of some of the most important modern
technologies we take for granted every day. And much of it presently comes from China.

Spross references a piece by Victoria Bruce at the Hill, writing, “The most recent 2016 Government
Accounting Office (GAQ) report called China’s monopoly on rare earths a ‘bedrock national security
issue,” and back in 2010, the GAO warned Congress that it could take up to 15 years for the U.S. to
re-develop its own rare earth supply chain.”

On the other hand, China by no means has a total monopoly on rare earth metals. Although the U.S.
has not mined rare earths the past two years, U.S. military ally Australia has been ramping up its
production the past decade, and now is the number two producer in the world at 20,000 metric tons in
2017,
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In fact, China has been losing global market share since its high-water mark of 95 percent of global
production in 2010. Now it's more like 80 percent, largely thanks to Australia ramping up production.
And Australia has all of the elements we would be looking for, according to Geoscience Australia.

The U.S. consumed about 12,690 metric tons of rare earths in 2017, according to the USGS. It also
reports about 1.4 million metric tons of reserves in the U.S. Molycorp based in California since it went
bankrupt in 2015 has been repurchased by MP Mine Operations LLC. Although there was some
concern about Shenghe, a Chinese company, being a part of that deal, Chicago hedge fund JHL
Capital Group and New York’s QVT Financial LP were also included, with Shenghe being described
as a minority investor.

The transaction may yet attract a fresh review by the Committee on Foreign Investment in the United
States just to be certain in light of recent developments. In the meantime, while it might take MP Mine
Operations some time to get back up and running, it is certainly moving in that direction. For example,
just in December, the Nuclear Regulatory Commission transferred Molycorp’s old export licenses to
MP Mine.

Elsewhere, in Idaho, for example, there are tremendous reserves of untapped rare earth minerals just
waiting to be mined.

So, if worse came to worse, in the event of a Chinese embargo on rare earths, there are other
producers who would likely respond to global market demand, much the same way the world did
during the Arab oil embargo of the 1970s. Efficiency gains were made, and production increased
elsewhere. Eventually, accommodation was reached. The embargo was ultimately counterproductive
for the embagoer and benefited everyone else.

Similarly, the oil price shock in the 2000s unintentionally fueled investment in the shale oil boom
occurring in North America.

China is more than welcome to try to embargo exports of rare earths, but in all likelihood it would
simply redirect global supply chains and be nothing more than a temporary disruption. It would also
be embargoing its most valuable technology exports, so there’s no money in an embargo, either.
Increased prices would simply fuel investment in alternative sourcing for the materials, leading to
major investment opportunities elsewhere.

In the meantime, it might also compel Congress to take action

Much the same can be said of the $15.45 trillion U.S. treasuries market. China holds about $1.168
trillion, or about 7.5 percent. Again, if China wished to sell all of those starting tomorrow, they'd be
more than welcome. Interest rates would probably temporarily spike, but markets would probably
adjust, not to mention central banks. For example, if there were no other buyers, the Federal Reserve
could conceivably intervene and purchase the bonds as a stopgap.

The bottom line is that the U.S. and frankly, global markets’ capacity to respond to price shocks that
might be seen via rare earth embargoes or dumping treasuries, should not be underestimated. Sea
changes of these sorts are investment opportunities for others. Whatever shortages are foreseen in
the short run will be some other company’s boon.

China will do whatever it wants at the end of the day, but it must realize, the market’s invisible hand
always wins.

Robert Romano is the Vice President of Public Policy at Americans for Limited Government.
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The Department of Labor needs Patrick Plzzella

By Natalia Castro

he Department of Labor needs an upgrade. As President
Donald Trump makes important changes across the executive
ranch, the Department of Labor has remained a step behind,
ut it is not necessarily the department's fault or even Secretary
lexander Acosta. It's the Senate’s fault. The Senate has stalled
he confirmation of Trump’s nominees to executive positions,
uch as the nominee Deputy Secretary of the Department of
abor, Patrick Pizzella. This has prevented necessary reforms
rom taking place and slowed the progress of the entire agency.

atrick Pizzella has been the right choice for the Deputy
ecretary for a long time.

Most recently, Pizzella has served as Acting Chairman of the
Federal Labor Relations Authority (FLRA). Pizzella’s board hears cases regarding unfair labor
practices, union representation, and arbitration appeals. Pizzella has avoided controversy in all of his
positions, so it was no surprise in 2013 when a Democratic-majority Senate led by Harry Reid
unanimously confirmed Pizzella to serve on the board by voice vole.

But under the Trump Administration, attempts by Senators to disrupt the confirmation process have
left Pizzella stalled over and over again, making him a case study on Senate inefficiency.

President Trump nominated Pizzelia on June 20, 2017, and the Senate Committee on Health,
Education, Labor, and Pensions held a hearing less than a month later, reporting favorably on
Pizzella. Following the July hearing, Commitiee Chairman Senator Lamar Alexander (R-Tenn.)
oraised Pizzella, explained he “brings a wealth of relevant experience in both Democratic and
Republican administrations.”

Yet despite these bipartisan words of affirmation, Pizzella was not placed on the Senate Executive
Calendar until October, and an exact date was stilf never decided. Lipon calling Senator Alexander's
office, staff claimed “Democrats are merely obstructing the agenda” and blamed the existence of
“scheduling conflicts that make votes difficult.”

By January, Pizzella’s nomination had timed out when Senate entered recess, and FPresident Trump
resubmitied Pizzella's nomination at the beginning of the year.

Over ten months after Pizzella's initial job offer, the Senate has finally made a motion to begin the
voting process for Pizzella expected this week, and it is a good thing because the department needs
it.
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The Department of Labor has been a recent center for controversy as some conservatives claim
career Obama-era employees are preventing the Trump agenda from being achieved. Poweariing blog
writer Paul Mirengoff explains, “Acosta changed the Obama administration’s interpretation of
independent contractors under the [Wages and the Fair Labor Standards Act] FLSA with respect to
home health registries. However, to the consternation of Sen. Marco Rubio, he permits career
employees to continuing using the Obama administration’s interpretation. No wonder those who deal
with the Acosta Department of Labor refer to 2017 as Year Nine of the Obama DOL”

While Acosta focuses on the big picture for the Department, he needs a Deputy Secretary like
Pizzella to ensure employees are properly implementing the President's agenda.

Under both Democratic and Republican administrations, Pizzella has been credited with improving
employee efficiency and removing wasteful initiatives. Don Todd, former Deputy Assistant Secretary
for Labor Department’'s Office of Labor Management Standards during the George W. Bush
Administration, applauded Pizzella’s act to modernize phone systems and increase unity between all
levels of the Department of Labor.

By stalling Pizzella's nomination, the Senate has prevented a critical member of the Trump
administration from taking his position, leaving the entire agency behind. A minority in a single
chamber of Congress cannot be allowed to halt the entire government. If Senate Republicans are
truly committed to the Trump agenda, they must finally confirm Pizzella.

Natalia Castro is a contributing editor at Americans for Limited Government.

ALG Editor's Note: In the following video, Mark Robinson, a resident of Greensboro, NC, gave an
impassioned speech in support of the Second Amendment in front of the city council. The speech has
gone viral because it is hard to find a paid politician give a better speech about the 2" Amendment:
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Click here for the full video.
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