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The Wake-Up Call





On Friday, October 10, 2025, something extraordinary happened. A declaration by China that would shake the world. And it went largely unnoticed.


President Xi Jinping announced that Chinese exporters would require licenses to export specific items—items that could shut down entire industries in America and other targeted countries at will.1 The pace of that shutdown, the magnitude of the damage, would depend entirely on how Beijing chose to exercise that choke hold.


This was not a bluff. China had already imposed restrictions on magnet exports, forcing President Trump to retaliate with additional tariffs. But this October statement was different. It was a declaration. A line crossed. A lethal weapon more powerful than any military arsenal—operable within one week, with no shots fired, no loss of life, but capable of stopping entire sectors of the economy in their tracks. Instant unemployment. Total disruption. National security at risk.


Trump’s response was immediate and severe: 100 percent tariffs on all Chinese exports.2 The chairman of the House Select Committee on China announced what many still refuse to accept: The United States (US) and China are now actively at war.


Not a cold war. Not a trade dispute. A war. Economic, technological, and increasingly, existential. A war of mutual destruction.


Most people still don’t see it. The press doesn’t understand the gravity of Xi controlling the world’s economies at will. The public doesn’t realize that anything they buy today can be blocked by Xi tomorrow. But if you run a company, sit on a board, or manage a supply chain, you are already in the line of fire. Either directly, or indirectly through extended supply chain.


This is more than an economic war. It is total preparation for military conflict. Proxy wars are already being fought—Russia in Ukraine, with China’s full backing. And it is spilling into the political sphere as China works to pull countries out of America’s orbit and into its own.


This is the US-China War. And there is no end in sight.


The war has already begun. Factories are the new front lines. Currency is the new artillery. Data is the new terrain.


The march accelerates. In November 2025, Trump announced plans to resume nuclear weapons testing.3 America is allocating resources to readiness that it will never recover for other national priorities. Meanwhile, watch India: forced to settle Russian oil purchases in yuan4 to bypass sanctions, yet simultaneously pressured5 by Washington to reduce those same Russian oil purchases. This is what the contest looks like on the ground—every player squeezed, forced to navigate impossible contradictions, choosing sides in real-time.


If you are just now waking up to this reality, you are late. But you are not too late.






THE BRILLIANCE OF PRESIDENT XI’S STRATEGY





I have spent 60 years advising the world’s largest corporations—Intel, Honeywell, GE, Pfizer, and over 200 others across America, Brazil, China, Japan, and beyond. I hold a doctorate in corporate governance and taught at Harvard Business School. I have advised roughly 100 boards and written over 36 books. I have been advising in China for more than 30 years, working with over 50 companies there, coaching many high-profile CEOs, and serving on the boards of Chinese companies.


My engagements with these companies have never lasted less than 10 years. Many have extended 40 years. Why? Because I do not propose theories. I propose actions my clients can execute. Actions that work.


I started writing this book five years ago.


Let me be clear: Every CEO doing business in China is in awe of President Xi’s brilliant strategy. The high quality. The low prices. The high productivity. The coordination. The execution.


Give credit where it is due: This strategy was invisible because it was insidious. Only those whose supply chains were destroyed, whose prices were trashed, or who were forced into joint ventures felt the pain early. Everyone else—consumers, retailers, CEOs, Wall Street—saw only benefits. Lower costs. Better margins. Higher returns. Who would complain?


Since becoming general secretary of the Chinese Communist Party in 2012, Xi has executed a strategy so meticulous, so coordinated, and so effective that it has reshaped the global order. He has encircled America economically, technologically, militarily, and now through logistics and data flows. He has systematically dismantled American industrial capacity while building China’s into an unstoppable machine.


Put yourself in President Xi’s shoes, and you will see the brilliance. Underestimating Xi is a delusion.









THE HIDDEN WAR: THE 90 PERCENT MODEL





Here is what most people do not understand: China’s economic model is designed to destroy competitors, not just outcompete them.


At the heart of all this is what I call the 90 Percent Excess Production Capacity Model. And people have not understood it.


China’s strategy is brutally simple:


Build enough industrial capacity to meet 90 percent of global demand in a targeted sector. Undervalue the currency by about 20 percent to make exports unbeatable on price. Flood the market with subsidized exports priced at or below marginal cost. Force competitors out of business. Dominate the sector. Then move to the next one.


China has already done this in apparel, furniture, toys, and solar panels. Now it is targeting the industries that matter most: automobiles, defense, semiconductors, critical minerals, pharmaceuticals, chemicals, telecom, and others. Industries that are not just economically critical but strategically vital to national security.


And here is what should shake every policymaker and CEO: Almost all of this high-quality, high-tech manufacturing in China has been built in the last 10 years. All of it is funded by trade surpluses accumulated through currency manipulation. And the know-how? It came from America and its allies.


And here is the part that should terrify every CEO and policymaker: China can now shut down entire industries in other countries at will.


Take the chemical industry. It has reached a point where large segments in Europe and America are suffering, and plants are being closed. American companies are finding niche customers just to survive. It is under the radar. The press does not know it. The public does not either. Olin shut major US chlorine and chemical plants,6 citing high costs and overseas competition. BASF shuttered ammonia units and sold off high-value pigment divisions.7 In Europe, LyondellBasell and Tronox have closed Rotterdam plants, blaming Chinese overcapacity.8


The magnet restrictions were just the beginning. In October 2025, Xi made it explicit: China controls the choke points. Rare earths. Battery components. Advanced chemicals. Semiconductor materials. If Beijing decides to cut off supply, industries in the United States, Europe, Japan, and South Korea grind to a halt.


This is power. Asymmetric power. And Xi has built it step-by-step.


December 2025: China’s global trade surplus reached $1.08 trillion in just 11 months.9 A record no country in history has ever achieved. President Trump’s most aggressive tariffs were not enough to slow the export flood.


The hard cash keeps flowing from America and its allies to China. And China keeps converting it into a military and industrial machine encircling the free world.


This is the culmination of decades of systematic exploitation.









THE RIGGED SYSTEM





But Xi did not build this in isolation. The global trading system has been rigged for decades, and almost no one noticed until it was too late.


Nearly every major trading partner developed rigid systems to exclude imports while flooding the US market. Japan. South Korea. Germany. China. They subsidize exporters, block consumer and agricultural imports, and manipulate currencies to stay artificially cheap. This is not accident. It is strategy. They accumulate reserves. They protect industries. They prosper at America’s expense.


The US is the world’s largest consumer market, growing at 3 percent annually.10 Every country wants access. But they do not reciprocate. They trade for market access, not fair exchange.


The pattern is clear across history: Countries that strengthen their currency climb to first-world status. Why? Strong currency lets them import technology, equipment, and know-how. That builds first-world economies.


The Singapore dollar appreciated from roughly 3 to 1.35 against the dollar over the past five decades.11 Painful at first. But the stronger currency forced Singapore up the value chain, allowed it to import better technology, and turned it into a high-value exporter. Taiwan and South Korea followed similar paths—strengthening currencies and climbing to first-world status through discipline.


China did the opposite. It depreciated 52 percent since 1990,12 layered extreme subsidies, absorbed massive losses, and—through political control enforced by fear—powered itself into the world’s second-largest economy. Command economics that the world failed to detect.


This is the system that must now be dismantled. The path forward requires a doctrine America has never formally adopted: zero balance of trade over a manageable period. Not protectionism. Partnership. You want access to the world’s largest market? Fine. The trade must flow both ways. Bilateral zero balance.











HOW WE GOT HERE





For decades, American leaders assumed that economic integration would make China a responsible stakeholder in the global system. That trade would soften authoritarianism. That openness would win.


They were wrong. And they were naive. And they failed to bring anyone else along. Washington did a miserable job bringing constituencies on board. No systematic explanation of China’s 90 Percent Model to the public, to business leaders, to the press. Political experts miss the systematic encirclement. Even diplomats who should know better often don’t. That silence let Xi’s strategy advance unchallenged.


China took everything the West offered—technology, capital, market access—and used it to build a system designed to replace the American-led world order. Not reform it. Replace it.


American leaders, all leaders other than Trump, hesitated to take the actions needed. They feared a war of global proportions. Without cogent ally coordination, one cannot stop the march of President Xi.


President Trump, in his first term, sounded the alarm. He imposed tariffs. He recognized the threat. But his approach was unilateral, chaotic, and lacked the coordination needed to counter a strategy as comprehensive as Xi’s.


President Biden continued some of Trump’s policies but wrapped them in softer language: “de-risking,” “friend-shoring,” “small yard, high fence.” The intent was right. The execution was insufficient.


Now, in Trump’s second term, the approach has sharpened. Tariffs are higher. Restrictions are tighter. The rhetoric is more aggressive. Trump has discovered what I have been saying for years: Tariffs alone will not work.


Why? Because unless you address the root cause, currency manipulation, China will always have an advantage. China’s deliberate 52 percent currency devaluation—from 4.8 renminbi (RMB) per dollar in 1990 to 7.3 in 2024—is how Chinese exports remain artificially cheap. That is how China sustains its trade surplus. That is how it funds its military expansion, its Belt and Road Initiative, and its technological ambitions.


Tariffs can slow China down. But they cannot stop the march unless they are combined with currency realignment, allied coordination, industrial rebuilding at hyperscale, blocking China’s path to markets, and deploying financial weapons to destroy the Beijing economic model.









TRUMP’S RUDE AWAKENING





Something fundamental has shifted. President Trump is shocked. He feels deceived by both President Xi and Vladimir Putin.


He now knows there is no trust. Not with Xi. Not with Putin. Not with Kim Jong Un in North Korea. The illusion that personal rapport could soften authoritarians has been shattered. Personal diplomacy fails with autocrats. The evidence is conclusive.


To his credit, Trump is quick to shift, improvise, and learn. He has done this all his life. But this creates chaos and panic for business leaders trying to plan in an environment where the rules change weekly.


And here is what Trump has discovered that changes everything: The war in Ukraine is not just Russia’s war. It is China’s war, fought through a proxy. Every dollar, every sanction, every weapon system diverted to Ukraine is one less focused on China. That is Beijing’s strategy. Distraction. Attrition. Fragmentation.


Trump has also discovered that China’s choke hold on critical materials—magnets, rare earths, semiconductors, pharmaceuticals—gives Beijing leverage that tariffs alone cannot break.


I believe Trump is on the right track. He must persist to knock down the 90 Percent Model. But he needs to ensure that excess inventory does not simply shift to other markets. And he needs allies. Committed collaboration now is urgent.


Trump’s past approach was containment. Fighting China from a position of weakness. Pure tit-for-tat: tariff for tariff, restriction for restriction. But in that game, China holds the advantage today. They have the choke points. They have the capacity. They can outlast us in a straight fight.


The shift must be toward coexistence—not surrender, but calculated pragmatism. Give China something they value in exchange for what America needs more: time to rebuild, currency adjustments that stick, and the breathing room to coordinate with allies.


This is not about trusting China. This is about buying the three to five years needed to knock down the 90 Percent Model, force currency realignment, rebuild industrial capacity with allies, and race ahead on next-generation technology.


Coexistence in some domains. Dominance in the ones that matter. And time, bought through smart negotiation, to execute convergence with allies.









THE THRESHOLD OF PAIN





So here is what I predict: In 2026, President Trump will change his approach toward allies.


Why? Because he now understands what I have been arguing in boardrooms and policy circles for years: America cannot win this fight alone.


Beijing will not stop unless it feels pain. The only language it respects is consequence. When two opponents compete, each must assess the other’s threshold, the point beyond which behavior changes. America must continuously monitor Xi’s moves, predict his responses, and deploy every tool to reach that threshold: tariffs, export controls, financial pressure, and allied coordination. Whatever it takes.


Game theorist John Nash won the Nobel Prize for demonstrating how rational actors reach equilibrium through strategic interdependence.13 Xi will not change course until continuing costs more than adjusting.


I was in a meeting recently with a senior Washington official and CEOs. His assessment was stark: “America has never faced an adversary like this. Russia, Iran, China—all connected. They have infiltrated our institutions at hyperscale. The goal is a status quo relationship. But you cannot negotiate your way there. Only through the threshold of pain.”


That pain cannot come from America alone. It must come from a coordinated bloc—the United States, the European Union, Japan, South Korea, Israel, and the United Kingdom—an alliance commanding nearly $60 trillion in GDP.14 Together, these six command more than twice China’s sphere of roughly $25 trillion (Russia, Iran, Venezuela, North Korea, and their aligned states).15 Between them lie 180 unaligned countries with another $25 trillion.16 Most will choose the American Sphere over China’s coercive model.


These six regions anchor the American Sphere. Taiwan, Canada, Australia, India, and others form a broader ecosystem. What matters is that the core six set the standards, coordinate the policies, and lead with clarity. Others will follow.


Not through containment. Not through decoupling. Through convergence.


Time has run out. Convergence must start now.









WHAT CONVERGENCE REALLY MEANS





Convergence is not a summit. It is not a declaration. It is an operating system for the free world.


It means the six-region bloc coordinates policies, aligns investments, and rebuilds industrial capacity together. It means currency realignment happens simultaneously across all surplus nations. It means supply chains are rewired, critical industries are rebuilt, and technology protection is enforced with the same discipline as military alliances.


It means synchronized tariffs, joint investments, shared supplychain intelligence, and aligned currency policies. It means acting as a single economic front, as tightly bound as the North Atlantic Treaty Organization (NATO) is militarily.


This is what NATO and AUKUS (a security pact between the US, Australia, and the United Kingdom) have done for military coordination. Convergence must do the same for industrial coordination.


And here is why it will work: China cannot compete with $60 trillion in coordinated GDP. Not sustainably. Not over decades. Xi knows this. That is why he is working so hard to fracture the alliance before it forms.


But if the American Sphere comes together—if Trump shifts to multilateral coordination, if Europe stops hedging, if Japan and South Korea align fully, if the UK commits—China’s advantage disappears.


That is convergence. And it is the only path forward.











REBUILDING THE ARSENAL





At the heart of convergence is a building block that may sound ambitious, but I believe we must do it: creating a new Department of Manufacturing and Advanced Technology. We have done this before. In World War II, the United States’ rapid production of Liberty ships averaged 1.5 per day.17 That level of industrial mobilization is what we need again.


Here is what gives me hope: The people who built China’s manufacturing capacity are still alive. And they are available. Most of them are in the West. I know Americans who, in the case of Apple, slept on factory floors in China training workers to manufacture precision components. They did it once. They can do it again.


The Chinese people have told me how grateful they are to the United States. But they are under the control of a party that is imposing its will not just in China, but on the US and beyond.


The will of the administration should be to find these people and focus on them to trigger a manufacturing renaissance. Americans who trained China’s workers. Engineers who designed the systems. Supply-chain architects who made it all work.


Make equity available. JPMorgan Chase has already pledged $10 billion for “America First” investments in US companies critical to national security and economic resilience, as part of a broader $1.5 trillion commitment.18 That capital is ready. The expertise exists. What is missing is coordination and urgency.


That coordination requires a national war room. Not bureaucracy, but a command center operating at crisis speed—recruiting elite talent, modeling China’s moves in real time using AI, feeding decisions directly to the president and cabinet. It must transcend presidential terms and stay bipartisan. Every ally in the American Sphere must mirror this structure. Together, these war rooms coordinate investments, align standards, and share intelligence on supply chains and security threats. Speed is now a strategic advantage.


Our people can do a lot within three to five years. Year One: establish Department of Manufacturing and Advanced Technology, align tariffs, begin currency realignment, launch pilot investments. Years Two–Three: scale manufacturing buildout, diversify supply chains, train workforce. Years Four–Five: complete transition, achieve independence from Chinese choke points.


And after six months of starting, the psychology will shift. Energy will return. When people see factories opening, jobs being created, supply chains rewiring—they will believe again.


That belief is a weapon. It changes investor confidence. It changes worker morale. It changes allied commitment. And it terrifies Beijing.









THE PRICE OF SURVIVAL





Let me be honest about what this will cost.


Prices will go up in key industries such as defense, semiconductors, telecom, chemicals, and automobiles. But fears of inflation are overblown. These sectors and their supply chains represent around 15 percent of GDP.19 In most cases, Chinese inputs are a small fraction of the total unit cost. Cost-cutting has already begun. Companies will absorb what they can and pass through the rest.


The JPMorgan money and other investments are flowing into industries critical to national security. People have to understand that higher prices in some sectors are the cost of resilience. Industries like services—the biggest contributor to GDP—are locally driven, so they are not dependent on global geopolitics.


This is not a recession. This is an investment in survival. And those who complete the transition will have lower geopolitical risk, more control over their destiny, and long-term competitive advantage.


Meanwhile, President Trump’s tax cuts, pressure on interest rates, and incoming investments are drivers of economic growth that will offset any transitional pain. The Commerce Department’s Investment Accelerator is fast-tracking projects over $1 billion, slashing regulatory delays.20


Nearly $9 trillion21 in new investments have been announced as of late 2025. Nvidia, SoftBank, OpenAI’s Stargate, Apple, and sovereign funds from the UAE, Qatar, and Japan are flooding capital into US operations.











THE CRITICAL PERIOD AHEAD





The intensity of this contest is accelerating. By the time you read this, we will likely have witnessed further escalation. Trump ratcheting up pressure. Xi deploying new export controls. Action. Reaction. Action again.


This tit-for-tat escalation will not stop. It will intensify throughout 2026 and beyond.


And here is the danger: Miscommunication. Miscalculation. One move that pushes both sides to the brink of something far more dangerous than an economic war.


Clouds of war preparation are gathering all over the world. In every country, exercises and simulations are underway. Defense expenditures are increasing because they expect something could happen. That is robbing economic growth and innovation.


We are operating in what The Wall Street Journal calls “combustible geopolitics”—a world where every trade flow, every alliance shift, every tariff announcement can ignite broader conflict.


The Russia-Ukraine war shows no sign of ending. It has been nearly four years, and Xi’s support for Putin ensures it continues. In November 2025, Xi met Russian Prime Minister Mishustin in Beijing, pledging expanded investment in energy, agriculture, aerospace, and digital technology.22 While Western sanctions tighten, Xi deepens the partnership.


The longest direct train link in the world now connects Moscow to Pyongyang, binding the authoritarian axis closer together. Taiwan remains the flashpoint. And American allies are watching, waiting to see if Washington can lead with clarity.


This is the chessboard. And the moves are happening fast.









YOUR ROLE IN THE WAR ALREADY UNDERWAY





If you are a CEO, a board member, a regulator, or a manager, you are on the firing line.


Your decisions—where you invest, where you source, which markets you prioritize—affect not just your company’s future, but the outcome of this contest. You have contributed to China’s rise, often unknowingly. Now you can help break its march.


As these industries are destroyed, middle managers disappear. They must become aware and put their efforts into rebuilding American manufacturing.


But I know what you are thinking. I hear it in every boardroom I enter: “We can never catch up with China.” Some CEOs say it bluntly: “It is inevitable.” You see China’s scale. Its subsidies. Its coordination. You conclude the fight is over.


Let me tell you: That is exactly what President Xi wants you to believe.


Because if you believe China is inevitable, you will not act. You will not extricate. You will not diversify. You will not rebuild. And China wins by default.


But here is the truth: China’s model has weaknesses. It is built on currency manipulation, subsidies that cannot be sustained indefinitely, and an authoritarian system that suffocates individual initiative and stifles the very innovation it seeks to replicate.


America and its allies have strengths China cannot match—capital discipline, technological creativity, trusted institutions, and the rule of law. And yes—reverse choke points. China cannot build advanced semiconductors without Taiwan’s TSMC, the Netherlands’ ASML, and US-based Applied Materials. China’s rare earth processing depends on specialty chemicals and precision equipment controlled by the American Sphere. China’s chemical refineries need catalysts that it cannot replicate.


The question is not whether America can win. The question is whether America will coordinate.









WHY I WROTE THIS BOOK





I wrote this book with two purposes.


First, to expose the underpinnings of China’s strategy using facts most people are not aware of. Once you understand how the 90 Percent Model works, how currency manipulation sustains it, and how encirclement strategy is executed, it is impossible to dismiss the threat. It is also impossible to ignore the brilliance of Xi’s execution.


Second, to skip the hand-wringing and jumpstart actions governments and corporations can take to change the course.


This is not a book of lamentations. It is a playbook.


Part I shows you what China is doing. Part II shows you America’s strengths and why the tide is turning. Part III gives you the “Counterattack: Urgent, Determined, Coordinated”—the detailed, industry-specific, step-by-step actions that governments and businesses must take to break China’s model within three to five years.


These are not abstract recommendations. They are practical actions I have refined over 60 years advising the world’s largest companies. My clients have executed them. They work.


Will my recommendations be accepted? I do not know. But I do know this: What has been tried so far has failed. And doing nothing is not an option.









A FINAL WARNING





October 10, 2025, will be remembered as the day China declared economic war on the free world. Most people didn’t notice. Most leaders still haven’t.


But the war has already begun.


The boards of every major corporation must discuss the upcoming risks. Not someday. Now.


Ask yourself:




	
Has your Chinese competitor built hyperscale excess capacity, taken over 50 percent market share, and driven your unit costs up? This is the most solid signal you need to change track and protect yourself. The data is available. Use it.


	
Do you have a war room tracking early warning signals? Or are you flying blind until the earnings call?


	
How is your competitor poaching your employees, particularly technology people? Are the offers targeted? Systematic? Coordinated?


	
Do you have CCP members on your board or in key positions? If yes, your strategy is visible to Beijing.


	
Are they pushing you toward a joint venture or asset sale? Understand: What you give up, you will never recover.





And if you think this is just General Motors’s problem, or Boeing’s problem, or Intel’s problem—think again. You could be under the bus sooner or later.


The intensity of this contest is accelerating. The months ahead will bring moves and countermoves that will reshape industries. And the companies that do not prepare will not survive.











THINK FOR YOURSELF





I know this sounds alarmist. I know some of you will dismiss it as hyperbole. But ask yourself: Did you know that China could shut down entire industries with export restrictions at will?


Did you know that the October 10, 2025, announcement was a watershed moment, a declaration of economic warfare?


Did you know that the US-China War is not temporary, not cyclical, but structural and existential? And that there is no end in sight? This is the contest that will define not just this decade, but this century.


The wake-up call has sounded.


The only question now is: Who is awake enough to answer it?


Will you be a casualty, or will you be a leader?


The choice is yours.


Ram Charan, December 2025

















PART I China’s Strategy of Encirclement


















Chapter 1 The 90 Percent Excess Production Capacity Model: The Heart of China’s Playbook






America has an acute problem. It has a chronic trade deficit with China. Worse, China uses its trade surplus to demolish America’s economic base and undermine the US-led world order.


When I say “China,” I mean the Chinese Communist Party (CCP). That distinction matters. The CCP holds absolute control over capital, companies, people, and policy.


America is China’s largest debtor. In 2024 alone, the US ran a $300 billion trade deficit with China, and nearly $600 billion if you include its shadow proxies: Vietnam and Mexico.23 A significant volume of Chinese goods is routed through local factories in smaller countries (transshipments), many of them built, owned, or controlled by China, making the real exposure even deeper.


Since 2009, the US has run up a $7.4 trillion (see Exhibit 1: trade deficit) cumulative trade deficit with this network. With the annual gap still growing at roughly 5 percent a year, this burden could reach $12 trillion by 2030 and exceed $16 trillion by 2035.24


I urge you to reflect on what this means. This is not America’s federal deficit, money we owe ourselves. This is wealth transferred to a rival systematically destroying America’s industrial base. It is deadly.


A large part of this deficit is concentrated in just four sectors: machinery, electronics, vehicles, and pharmaceuticals. The spine of any modern economy (see Exhibit 1: sectoral imbalance25). But look beyond them, and the picture grows starker.


Apparel, furniture, toys, beverages, iron and steel, aluminum, and plastics also run deep deficits. There is no natural reason for these products to be imported at such scale. They are not the result of genuine competitive advantage but of China’s deliberate 52 percent currency devaluation—from 4.8 renminbi (RMB) per dollar in 1990 to 7.3 in 2024 (see Exhibit 2: currency disparity26)—and the use of artificially depressed prices to undercut competitors.


Recalibrate the system, and there is no reason why America and its allies cannot rebuild these industries. They carry no choke points, yet they are staples of daily life, and their erosion leaves Western populations dependent when they should be self-reliant.


The US runs persistent trade deficits with allies too—the EU, Japan, South Korea, Canada, and Taiwan—that further widen its industrial gap. In fact, these five partners alone account for over $500 billion, or 42 percent, of America’s $1.2 trillion total trade deficit in 2024 (see Exhibit 1: regional imbalance27). Yet the China-linked deficit remains the largest, fastest-growing, and most dangerous.


The paradox is that most of these countries are friendly democracies, yet their deficits compound the problem. China, the fierce opponent, amplifies the damage by leveraging indirect routes and gaps in the system. The point is clear: America must bring these offenders, friendly or otherwise, into line.




Exhibit 1: The Dire Reality: US Trade Imbalance with China, Its Proxies, Even Allies


[image: A pair of line plots presents the United States trade deficit trends from 2009 to 2024. The cumulative deficit reached 7,423 billion dollars, while the annual deficit with China peaked at 418 billion in 2018.]

Source: United States, Census, Bureau








Description

The pair of line plots depicts the United States trade deficit trends from 2009 to 2024. The top plot presents the United States Cumulative Trade Deficit with China, Mexico, and Vietnam, where the vertical axis represents United States dollars in billions from 0 to 8,000, and the horizontal axis displays the years from 2009 to 2024. The cumulative deficit grows consistently throughout the period, starting at 283 billion in 2009 and reaching 7,423 billion in 2024. The bottom plot depicts the United States Trade Deficit with China, where the vertical axis represents the trade surplus of China in billions from 0 to 450. This annual deficit fluctuates, beginning at 227 billion in 2009 and reaching its highest value of 418 billion in 2018. Between 2019 and 2022, the deficit values varied before dropping significantly to 279 billion in 2023 and ending at 295 billion in 2024.




[image: A horizontal grouped bar plot depicts the United States trade by type of goods in 2024. Machinery, electrical equipment, and vehicles present the largest deficits, while aircraft and mineral fuels display surpluses.]

Source: The Wall Street Journal


Note: Regional breakdowns exclude trade partners that had less than $5 billion in combined US imports and exports in 2024. Regional groupings are based on World Bank classifications, with some groups combined for display purposes. Goods category names are simplified from the two-digit level of the Harmonized Tariff Schedule; aircraft and vehicles includes parts; electrical equipment includes electrical machinery, electronics and parts; furniture and bedding includes light fixtures; toys and games include sports equipment.








Description

The horizontal grouped bar plot depicts the United States trade by type of goods in 2024, measured in billions of United States dollars. The vertical axis lists various product categories, and the horizontal axis represents values from 0 to 500. For each category, dark red bars represent imports and light red bars represent exports. Machinery has the highest trade volume, with a deficit of negative 269 billion dollars. Electrical equipment and vehicles follow with deficits of negative 264 and negative 242 billion dollars. Other significant deficits are noted in pharmaceutical products at negative 117 billion and apparel at negative 74 billion. Conversely, aircraft present the largest surplus at plus 99 billion dollars, followed by mineral fuels and oils at plus 79 billion and plastics at plus 6 billion. Most goods categories, including furniture, iron and steel, toys, and footwear, exhibit trade deficits, indicated by red negative values on the right side of the illustration.




[image: A set of block charts depicting the United States Trade Imbalance with China, the European Union, Mexico, Canada, Vietnam, South Korea, Taiwan, and Japan, presenting the 2024 value of goods in billion United States Dollars.]

Source: The Wall Street Journal


Note: Machinery includes nuclear reactors, boilers, mechanical appliances, and parts. Vehicles include vehicle parts. Electronics include electrical machinery and equipment, sound recorders and reproducers, television image and sound recorders and reproducers, and parts and accessories. Energy includes oil, gas, and electrical energy.








Description

The set of block chart presenting United States Trade Imbalance with China, Its Proxies, depicting the value of goods in 2024 by United States Trading Partner in United States Dollars billion. China presents exports of 143.5 billion, imports of 438.9 billion, and a balance of negative 295.4 billion, with key imports including electronics and machinery. European Union presents exports of 370.2 billion, imports of 605.8 billion, and a balance of negative 235.6 billion, with key imports including pharmaceutical products, machinery, and vehicles. Mexico presents exports of 334.0 billion, imports of 505.9 billion, and a balance of negative 171.8 billion, with key imports including vehicles, machinery, and electronics. Canada presents exports of 348.5 billion, imports of 412.7 billion, and a balance of negative 64.2 billion, with key imports including energy, vehicles, and machinery. Vietnam presents exports of 13.1 billion, imports of 136.6 billion, and a balance of negative 123.5 billion. South Korea presents exports of 65.5 billion, imports of 131.5 billion, and a balance of negative 66.0 billion, with imports including vehicles. Taiwan presents exports of 42.3 billion, imports of 116.3 billion, and a balance of negative 73.9 billion. Japan presents exports of 79.7 billion, imports of 148.2 billion, and a balance of negative 68.5 billion, with imports including vehicles. Red shading notes imports, and light red shading notes exports.








THE 90 PERCENT MODEL: CONTROL, NOT PROFIT





At the heart of this problem is what I call the 90 Percent Excess Production Capacity Model. It is not a theory or interpretation. It is a deliberate pattern of state-driven industrial dominance that has played out in industry after industry. President Xi carried the torch passed down from Deng Xiaoping to Jiang Zemin to Hu Jintao and scaled it beyond anything his predecessors envisioned.


Why 90 percent? In my work across China—with Chinese, American, and European executives alike—I have repeatedly heard this number as the aspiration. Not a statistical threshold, but a mindset: Dominate global capacity so thoroughly that no competitor survives without China’s permission.


The idea is simple but deadly. Here’s how it works:




Identify a key industry, build hyperscale capacity to produce 90 percent of global demand, and flood the market at marginal (the cost of producing one additional unit) or below variable cost pricing. Then push prices even lower by exploiting a chronically undervalued currency (see Exhibit 2: currency disparity), giving Chinese exports an artificial edge. All of this is funded by almost unlimited subsidies drawn from China’s trillion-dollar trade surplus. No one can compete against this model.





The result? Entire industries collapse. Companies disappear. And whole towns or even states are economically ravaged.


Return on capital is irrelevant. As one Chinese executive told me bluntly: “If we don’t have the money, we don’t pay. If we need help, the Party steps in. Suppliers will merge or cut prices—we make it happen.”


Beijing lets a brutal contest play out inside China itself: dozens of firms competing, losing money, scraping for survival. Once one emerges with scale or technological edge, the state crowns it a champion—pours in contracts, credit, and protection—and then sends it into global markets, armed to destroy the next industry in its path.


Global dominance and control, not profit, is the objective.


And that’s why the CCP will not give it up easily. The 90 Percent Model is a core pillar of Xi’s geopolitical power. Breaking it would mean dismantling the foundation of China’s global ascent. He will fight to protect it at all costs.




Exhibit 2: China’s Currency Games


[image: A line plot depicts China’s currency exchange rate from 1990 to 2024. It notes a sharp devaluation in 1994 and a transition in 2013 when the Xi Era begins, resulting in approximately 20 percent depreciation by 2024.]




Description

The line plot depicts China’s Currency Games from 1990 to 2024. The vertical axis represents exchange rate values ranging from 4.5 to 9.0, and the horizontal axis displays specific years. Starting at 4.78 in 1990, the rate jumps to 8.62 in 1994, marked as currency devaluation. It then declines through 2000 and 2005, where the stable peg era ends at 8.19. The value continues dropping to 6.77 in 2010 and reaches 6.14 in 2013, noted as the start of the Xi Era. From 2013 to 2024, an upward trend occurs, reaching 6.39 in 2015, 6.90 in 2020, and 7.27 in 2024. This period is identified as the Xi Era reversal and weaponization from 2012 to 2024, resulting in approximately 20 percent depreciation.








	Phase


	Key Insights


	Purpose











	Currency Devaluation (1994)


	Sharp devaluation. An ~80% drop in RMB against the dollar.


	Establish China as a low-cost manufacturing powerhouse.







	Stable Peg Era (1994–2005)


	Exchange rate held steady at ~8.28 through tight government control.


	Lock in export competitiveness. Resist international pressure to appreciate.







	Managed Appreciation (2005–2013)


	Gradual, controlled RMB appreciation under international pressure.


	Appear responsive to global concerns while carefully protecting export industries.







	The Xi Era: Reversal and Weaponization (2012–2024)


	Deliberate devaluation of ~20% that reversed prior appreciation gains.


	Weaponize currency to sustain export dominance, fund the 90 Percent Model, and maintain trade surplus advantage.










Source: Author’s analysis, IMF, World Bank, People’s Bank of China











THE FALLOUT: 10 DOWN, 10 TO GO





This model has already wiped out or marginalized at least 10 major industries in the US, including furniture, textiles, toys, and consumer electronics.28 Entire regions—Michigan, Ohio, Pennsylvania—have been devastated. The next wave is already underway: EVs, renewables, advanced agriculture, maritime equipment, biopharma, new materials, advanced rail transit, aerospace, artificial intelligence, and robotics. These are the 10 sectors named in the Made in China 2025 plan.29 And they are being targeted with precision (see Exhibit 3: industrial destruction).


Exhibit 3: 10 Industries Targeted. 10 Destroyed.


Made in China 2025—10 Targeted Industries


[image: A table outlines industries and their focus areas, highlighting advancements in technology, automation, transportation, energy, and power equipment.]




Description

The table presents industries and their corresponding focus areas, showing technological advancements and innovation. It has two columns: Industry and Focus Areas, with six rows of data. The first row lists Next-Generation Information Technology, Artificial Intelligence as the industry, with focus areas including Artificial Intelligence, Internet of Things, cloud computing, and semiconductors. The second row highlights Robotics and High-End Automation, focusing on industrial robots, service robots, and automation systems. The third row features Maritime Equipment and High-Tech Ships, with focus areas in ocean engineering and high-tech ships. The fourth row lists Advanced Rail Transit Equipment, focusing on high-end speed trains and smart transportation systems. The fifth row highlights New Energy Vehicles and Equipment, with focus areas in electric vehicles, fuel cells, and autonomous driving technology. The final row lists Power Equipment, focusing on smart grid technology and renewable energy equipment. 


[image: A table categorises advanced technologies into four sectors: agriculture machinery, new materials, biopharma and medical devices, and aerospace equipment, with examples for each.]

Source: Centre for Strategic and International Studies








Description

The table categorises advanced technologies into four sectors, each with examples of related innovations. The first category, Advanced Agriculture Machinery, includes smart farming equipment and agricultural technology. The second category, New Materials, lists advanced composites, rare earth materials, and high-performance materials. The third category, Biopharma and High-Performance Medical Devices, highlights advanced medical equipment, innovative drugs, and biotech. The fourth category, Aerospace and Aeronautical Equipment, features aircraft, space systems, and aviation technology. Each category is accompanied by an icon representing its focus, such as a tractor for agriculture and an aeroplane for aerospace.


10 US Industries Destroyed by the 90 Percent Model


[image: A table lists industries and their corresponding examples, highlighting key products or services associated with each industry.]

Source: Author’s analysis








Description

The table provides a list of industries and examples of products and services associated with each. It has two columns: Industry and Examples. The Industry column lists various sectors, while the Examples column provides specific items or services related to each sector. There are nine rows in total. Furniture includes home, office, and outdoor furniture. Toys include children’s toys, dolls, and scooters. Consumer Electronics includes phones, small appliances, and game consoles. Basic Chemicals includes bulk chemicals and industrial inputs. Solar Panels and Photovoltaics include modules, wafers, cells, and polysilicon. Rare Earth Processing includes magnet processing and rare earth refining. Textiles and Apparel include garments, fast fashion, and fabric processing. Pharmaceutical Ingredients include Active Pharmaceutical Ingredients, generics, and core ingredients. Lithium Battery Manufacturing includes Ev batteries and cell manufacturing. Telecom Infrastructure includes mobile networks, switching gear, and core systems.
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