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HFA South America @

HFA South America is an independent research institute  operating on all continents.
Dedicated to supporting the Free World, its traditional corevalues, its nations, its businesses,
and its legitimate interests globally. (For more on HFA South America, see end of the PDF.)
Among others, w e provide deep research for leading consulting firms like RSB International,
where Olivier Scherlofsky is Partner. In doing so, RSBs clients, such as one of the largest
financial institutions in the world, have been prepared for the changes unfolding. Changes
that took and still take so many smart observers by surprise. In The Big Reshuffle we provide
an understanding for the why and how & of both (a) the changes and (b) the reason these
fundamental shifts surprise most (being stuck in the post -Cold War paradigm) .

Thereby Olivier Scherlofsky lays out and applie s our geopolitical intelligence analysis tool
GAST and its key findings about the most likely scenario for the U.S., Europe, and the world
system. In doing so, we have been able to predict ("most likely scenario direction ahead",
see preview PDF below) among others, that, how, and why the United States will (a)
internally return to conservative values and (b) externally leave its post -Cold War views
behind, returning to Realism and great power politics, with a long -term focus on countering
the rise of China. In other words: In the 1990s the U.S. changed the course of itself and the
worl d, driven by an idealistic ocolorful
unsustainable o0one worl déommtdel ed st bwe mi g
frustration over the effects of what we call Idealism, and its moralism -driven attitudes.

Similarly, hereunder white book predicted and predicts that and why Europe will (at first)
feel overwhelmed and confused about such a new America and world stage, but then
(eventually) fundamentally change and adapt to these new realities - while still remaining
allied to the U.S. Since, (a) even a more selfeliant Europe is incapable to replace the
American nuclear umbrella or the U.S. Navy 0 while being even more depend on global
security and the worl dds oceans ( Eescaemersens (
imports and exports). And since (b) on the other hand the U.S. will only be able to contain
China, if the latter cannot split the West and pull Europe (in addition to Russia during the
last years) into its orbit.

Understanding geopolitical forces and the (often informal/implicit but powerful) grand
strategies of key powers, we hereunder identif y drivers that will reshuffle the world. Such

as that the U.S.6 under any of its Presidents & will most likely eventually rearrange its
relationship with Russia, in order to enable its long -term goal to stop China from becoming
too dominant. While expecting Europe to (again, like during the last Cold War) become
serious in matters of defense, as condition for maintaining the transatlantic alliance.

Note: The following synopsis of the book wasadded after the election of Trump 24 an
event the book predicted confirming its findings. Consequently, there was no need to
revise the content: the deeper structural forces and trends in the U.S., Europe, and
globally, as outlined in the book, still apply. Indeed, they are currently in the process oi
unfolding. For example: not only did our white book predict and explain the rise of
certain European defense stocks, but even the shift towards 3.5% to 5% GDP defense
spending i n Europe. At t he t i meifathoseomaby!
lacking the type o insights that our geopolitical intelligence approach produces.
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The Essence of the Book In a Nutshell

History unfolds in cycles. We are at the beginning of a return to Realism, geopolitics, and the
relevance of the nation state. From markets, to international relations, to culture. In this book,
the author merges geopolitical intelligence analysis with business best practic& into a guide
for navigating through the Age of the U.S.China Rivalry. Theivalry that will reshuffle the world

a and has become one of the key drivers dismantling globalization.

I. The Most Likely Scenario Ahead: The End of the Recent "R&xtld War West" Is the Beginning
of a New West

In the most likely scenario laid out inthe book, a reoriented (conservative, Realisrdriven) U.S.
will first renew and readjust itself. Then, secondly (almost in parallel but lagging behind in the
process), Europe will (have to) run through a phase of fundamental change and adaption. An
adaption t hat on the |l ong run will enable the 5
EU. Resulting in a united Europe that is grounded in strong allied nation states. Nation states
again focused on security, industry, as well as freedom and wealth ofsitpopulations & not
global moralizing.

Based on that Western internal and external reality realignment, like during the last Cold War,
this U.S:led Free World will become prosperous, secure, attractive, and influential again. And
eventually succeed in a new type of Cold Wadi this time after avery long struggle vs. China. A
struggle particularly fought with strategic sanctions, tariffs and other antimport measures,
export controls, subsidies, investments, and industry & monetary policies. Backed by navies if
necessary. And while internationatrade will remain vital, it will only be mastered by those
prepared and positioned well. Billions will be poured into strategic sectors. And, like during the
last Cold War, probably the next economic Kondratiev wave will be triggeredn outlook of an
eventually successful U8. ed (renewed) West hat makes it
side. Recommending businesses, but also key powers like India and Russia, to consider well
where they want to stay during the years and decadeahead.

This geopolitical reorientation is accompanied by a shift in believes and politics within the West:
A new, popular, version of conservatism is on the rise. A process that started in the U.S. And
will soon grasp Europe too: Supported by the U.S., the EU Wwrift towards the thinking of its
ri sing Eastern members | i ke P&and neder gavehup thea d
traditional Western values of patriotiedemocratic and probusiness nature. Western values that
back in the first Cold War had brough security, prosperity, democracy, while defeating
communism.

Il. Grasping the Deeper Structural Forces Behind America's Geopolitical Shift

Trump 1 was not an "odd outlier". Rather, his first term represents théarbinger of a new age.
Trump 2 will continue and consolidate what started under his first term. And this new reality
will be lasting and bipartisan: Any U.S. President of the 2020s and 2030s will (have to) continue

urvi val

highly

pursuing the underlying grand strategicU. S. go all of &preventing [China

hegemone.
lll. Understanding the Logic and Character of Trump's American Realism

The foreign policy logic of Trump, his administration, and the renewed, successful Republican

f

Party is rooted in (a) greatpower-d r i ven Real i sm (not 1|1 solationism!)

America, but also (b) a commitment to, within the Western spheriself, defend the traditional
values of Western civilizationd from democracy, the rule of law, free speech, and freedom of
religion to market capitalism, patriotism, family, and the willingness to uphold all of this with a
strong and credible defense. Whe at the same time (c) accepting and respecting other nations
and civilizations, as well as their perspectives in a complex and neaniform world. Initiating a
shift in the center of the West that will also bring an end to the postCold War paradigm, whee
the West was moralizing while noiWe st er n power s abused the We
those Western forces who feel responsible for everything, want the West to pay for everything,
or push for its own de-industrialization. While we do the opposie.").

Culturally, the origins of this Trump/MAGA foreign policy logic lie not only in the early Unitedd
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UStates (from the Founders to Presidents |
(a) in the values of traditional American Anticommunism as well as (b) the related foreign policy
school of Realism; both thriving between the 1950s and 1980s. At that time resulting in a
paradigm that, among others, sustained the transatlantic bond duringhe first Cold War,
enabling both NATO and European unity.

IV. A Europe (Forced by Reality) to Learn, Understand, and Adapt

Thus, this new American foreign policy still considers and values its European alli@but expects
them to move in a similar, Realisminstead of Idealismdriven, direction; not least regarding
defense burdensharing. And since Europe has no other chance to survive geopolitically than to
stay close to the U.S. and thus learn and adapt, in our most likely scenario Europe will eventually,
learn and adapta to the new world realities and a new America.

V. Bottom Line for Businesses

From a business angle, we expect risks and opportunities unheard of in decades. After all, as 4
business being smart and daring during dynamic times is historically the right thing to do; while
being too passive or sticking with obsolete world views become dangerous.

For Fl and corporations, the following aspects are crucial:

- Analytical: Developing a minimum level of geopolitical intelligence (i.e., proper
observation and interpretation).

- Operational: Ensuring commercial and legakgulatory resilience (avoid compliance
errors, especially serious ones, and at the same time steer clear of unnecessary

businessr e st r i ciciomp | danere due to ignoranceée).

- Strategic: Having the ability to adapt accordingly in terms of positioning (investments,
products/markets, etc.).

With respect to the specific consequences on the risk side, it is advisable to prepare for the

following &dweaponi z a ttrendsnntleetomindiyearse conomy & sub
9 Sanctions strategies and related export controls
9 Tariffs and industry policies
I Use of currency power
i Other restrictions on trade and crossborder investment flows
1 Increasingly extraterritorial investigations and actions by U.S. authorities
T A new &dera of national security compliancea
1 The reemergence of the ageld reality that it matters under which flag commercial
ships salil

1 Exceptionally highpolitical risks outside the West (with decreasing rulef-law reliability
for property, operations, and personnel)

At the same time, it is important not to overlook major opportunities, which can be summarized
as follows:

f Nations and blocs fostering trade and i
pacts previously unlikely)

Nations pouring billions into strategic sectors and supplychain security

Rivalrydriven positive developments at the micro level: Individual businesses having
exceptional opportunities, such as (a) gaining market share from competitors who fail
to understand and adapt; (b) receiving capital or contracts from Western governments
now spending generously for strategic purposes; or (¢) moving quickly to act on
potenti al dswing eventsa in the near f

f
f

Thus, we recommend to don't view this geopolitical reordering only as a risk but also as an
opportunity. Companies that wisely align their strategies and processes can become more
resilient than their struggling competitors; while unlocking new markets andpossibilities. In
dynamic times, the smarter and faster prevail, not (necessarily) the bigger. In light of the current
upheaval, focus on both risk mitigation and opportunity seizure, based on a new paradigm
understood!
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(Paul Hatch is a U.S. strategic advisor and Washington D.C. lawyer/lobbyist with one of the best success records in t
history of American political consulting')
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About Paul Hatch, who wrote the displayed recor
consulting value (Mr. Hatch was not involved in creating , checking, or influencing the
hereunder content; from joint projects he however k nows t h e wakuand ¢
approach firsthand ):

Mr. Hatch is a Washington D.C.-based lawyer and consultant. With an exceptional
record and experience as a strategic advisord navigating his distinguished clients
through public and (geo)political matters of utmost criticality.

Among others, Mr. Hatch has been the executive director of the Republican
Governors6 Association (RGA), the commi
governors; during his tenure, the number of Republican governors increased from 17
to 32, back then the highest number in more than a century.

Besides being furthermore instrumental in passing U.S. legislation with profound
impacts, Mr. Hatch supported key players in international politics: From a Prime
Minister in a nation linked to vital U.S. interests to Kurdish governments during
wartime years.

A recent gl obal project of Mr. Hat ch wa
help clients easily and efficiently locate and connect with public affairs firms around
the globe. Under the leadership of Paul Hatch, the sophisticated technology platform
has grown to include more than 220 high-quality public affairs firms in 155 countries.
The network, now known as Dentons Global Advisors Network, will continue to
utilize its extensive reach to ensure
Advisors [ DGA] . 6 (Source: www. dentons. com)

DGA is the consultancy that, among others, acquired Albright Stonebridge Group and

I nterel (the elite public affairs firms
far largest law firm, among others, covering major sanctions cases in Washington D.C.
Recently, as Partner at Dentons Global Advisors (DGA), Mr. Hatch had built up their
global DGA network, enabling DGA clients direct access to and in 155 countries.
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HFA South America Publishing , the publishing house of HFA South America,

presents

The Geopolitics, Sanctions, and Business Series
--- Benefitting from the Comeback of the Nation -state, Alliances, and Trade Blocs---

Olivier Scherlofsky

A series written by an international businessman and sanctions lawyer,
for international businesspeople and sanctions lawyers.
As well as others interested.

Neither speaking for the U.S., nor pursuing academic theories,
but rather providing the international business expertise view;
in order to provoke thoughts and provide a systemic framework
for identifying and assessing exceptional business risks and opportunities.

May this epic rivalry between the two largest empires in world history
remain a Cold War without hot conflicts.



Disclaimer: Independent Opinion; No Financial or Legal Advice;
No Disclosure of Classified Content, Methods, or Sources

The whole content expresses thepersonal, influence-free opinion of the author only .

The author is not speaking for any of his affiliations or third parties, such as the
mentioned individuals, corporations, law firms, banks, or governments o be they
partnersorc|l i ents of the author ds b umiamemsber
employee,or agent of any government agency or other government body but Partner
in two independent special service firms, RSB and Eventus (see end of book).(The
author has never been employed by any governmentntelligence service, thus never
worked for any intelligence service other than private intelligence corporations
serving legitimate clients.)

The content is not intended to be financial or legal advice. It does not replace legal, tax,
or financial consulting services.

Inasmuch as Field Manuals or similar National Security content are mentioned or
reflected hereunder, only open source content is covered. (Many of these manuals are
published and free for distribution.)



About Our Author, Olivier Scherlofsky

Mr. Scherlofsky is a consultant/lawyer/lobbyist and external OSCE International Expert for U.S./EU sanctions
law. For over 25 years, he has navigated through tasks that merge issues of security, law enforcement, international
relations, and business interests. To this day, doing so while living and operating on differen t continents, from
South America to Asia. Mr. Scherlofsky is a Partner in the American consulting and lobbying firm RSB
International and in the Austrian consulting, investigation, and securi ty company Eventus CPI. Two strategically
aligned special service firms that serve distinguished clients; from corporations and banks to family offices and
(Westal i gned) government bodies. Among others, M sanctioBsc
and export advisory . Thereby, in vital projects collaborating with the Managing Partners and sanctions attorneys
of some of the largest U.S. law and consulting firms, which partner with RSB. In this field, Mr. Scherlofsky is
furthermore a Lobbyis t registered at the U.S Congress (LDA), author for the leading legal publisher LexisNexis,
and external Senior Advisor for Grant Thornton .
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In memoriam of thosewho, during the early Cold War, saved Austria from a Sovi€tommunist fate.

Women and men who, under theleadership of Franz Olah (top left) and backed by the United Statedid what
was necessary to prepare fol and at times activelypreventaCo mmuni st att acks o IBuch
as when Olahs men, includingmy grandfather Theodor Scherlofskystopped a Communist coup attempt in
Vienna in September/October 19504 despite the threatening presence of the Soviet Red Army (top right).

Oljvier Scherlofsky
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Pivotal Statements Identified within the  Noisy Daily Skirmishes Coming Out of the Rivalry Between the
Two Largest Empires in World History. A Rivalry That Will Decide the Fate of the World.

China has reemerged as an empire. Aftdraving accomplishedthe most successful economic growttpath in world history.
And its unchallenged leadership has a vision: Painting the world redjia a pacing strategyand a new form of communism
To succeed where the Soviets failed. Soviets, who in the eyes of Communist China, have been weak and dull.

2013 &t he Year Xi Became Chinaés Presid

4[ Flacts have repeatedl/y told us that Marx and Engel
outdated, nor is the historical materialist view thatcapitalism is bound to dlie out and socialism is bound to win. ThiSs
an inevitable trend in social and historical developmentBut the road is tortuous.
“"UMar xi sm i s not to be kept hi dahame thedesny of busnan history Toadlbere
to the ideals and beliefs of communists, just like Marywe must struggle for communism our entire life .

PresidentXi Jnping

But since the first Trump AdministrationA me r i ¢ a &€ sunfbldingn t e r
Slow, but not too slow. A counter that, as a side effectjs unwinding globalization.

2016 & Shortly Prior Donald Trump Has Been Elected as U.S. President (the First Time)
dWeere going tweremgangt pulout/ald]
Candidate Trump aboutAmerica and theWTQ related to him pointing at China manipulating trade terms to defeat U.S
industries and long-term interests

2020 & During the Height of the CounterEfforts the Trump Administration Had Successfully Initiated
dChi na | s e n ga-giatekffort to betomethew'oar | dés onl/ y super powen
FBI Director Christopher Wray

dAmerica, under Pr esi definallyawakanomhe Bireaktehacd eQ hsihieps, e h@osmmu

and the threat they pose to our very way of life [ U Under communism, individuals are merely a means to be us¢dUp
China, these ideas remain as fundamental to the Chinese Communist Party as the Constitution and the Bill of Rights d
us as Americanse

PresidentTr umpés Nati onal Secur i

2021 a4 The Yearthe Biden AdministrationTo ok Over and Contvds.@hinad Tr um

a[/ U] there is simply no reason vbbilyinRitsbarghtinstead ef BejiigoNo reason;
no reaso

President Joe Biden

2022 & The Year NATO Returned as an Effective Cold War Machine
"This Ukraine crisis that we're in right now, this is just thewarmup/[ U] The bi g c
Navy Admiral Charles Richard, the U.S. Strategiommand'scommander

2023 da The Year the U.S. Congress Got Serious in Developing a Counter China Grand Strategy
"The greatest threat to the US. /s the Chinese Communist Partge
" [ {@'% not a polite tennis match This is anexistential struggle over what life will look like inthe 215c ent ur y .
CCP laughed at our naivety, while they took advantage of our good faith. But that era o¥ishiful thinking is over.
Mi ke Gall agher (Republican), Chair man

awne need to ensure that our largest banks can withstand the

systemic shocks to the banking systemhat a sanctions warwould entail.ge
Marshall Billingslea,as witness at theCongressHearing

aDol | ar dPeeservingtie B status asthe global reservec ur r e

TheWo r |Fdtére,During2 024 and the Rest of the &Deci:
@APrepare for it. T hage Isdowe to aur dlients fpra/eals astbbirg) the mast likely one is unfolding.
The new Cold War between a U.Sed West and Communist China has started. Other international theaters apecoming
sideshows thereof, mixed with local/regional issues and intereste
Our author, Olivier Scherlofsky,

at the time of publishing on the very first day of the Year 2024.
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Most Critical Geopolitical Scenario Mega Trends During the Decisive Decade (2020s) and Beyond,
I from a Western Perspectlv‘

America’s grand strategic direction and leadership

&

»

a) U.S. Sticking to
PostCold War Idealism

b) Geopolitically Focused,
RealismDriven U.S.

¢) U.S. Retreating
to Its Core Island

Most Likely Long Term Scenario Trend B

»
»

most likely

Possible
aTransition
Scenario Trend C

West Is Late in Prioritizing
West for some years first

tries to hold on to old reality

(&AScenar.i
direction); but at some point

has to switec
Trend Be
Likely Consequences]
- Very high costs and
risks for
—
West from
about 2000
10 2022

West Focusing on Winning the
Systemic Rivalry (New Cold War)
Likely Consequences:
I West & allies adapt to New Cold
War
I Main Purpose: Countering

Communist China. Everything else
(Russia, India,U
depend on position/role vs. Main
Purpose (function shapes form)
Global trade remains vital, but
protection of business interests
aligned with blocs

1 Revival of Cold War values in
Western societies and corporations
(patriotism pro West, its nations, its
values, defense)

1 Europe: NATOQwill adjust and then

stay the central geopolitical force;
EU survives thanks to NAT@nd a
fading-away of recent hyper
moralism-> instead, EU policies will
be relatively more oriented towards
Eastern Europé s t h foeusing n
on survival,wealth, and security
After many years: Committed West win

New Cold War (e.g.: China feeling forc
to give up its ambitions and direction)
-> chance for a new realistic,
sustainable, fair world system

Most likely
Western
direction
(being a
process
already
initiated)

Most hke\y
long-term
outcome

Less Likely Scenario Trend A

directions 10 be

West Trying to Retain the L
APoGal d war |

Likely Consequences:

1 aValue ambi f
ever more committed
globally <-> U.S. ever
more driven by (a)
others and (b) ever more
crises

avValue ambi |
Europe increasingly let
alone and overwhelmed
> threat of
of moral talk but
functi onal
Easy play for antiWest

Likelihoods according to (a) means, (b) constraints, (c) vital interests (NOT: less relevant ideals)

least likely

&
<«

!

i)avoided af all cos’rﬂ

Less Likely Scenario Trends D
West Fails in Systemic Rivalry

Likely Consequences:

D.A. NewAuthoritarian World System
Controlled by Communist China
-> QOutside North America: More or less
socioeconomic colonies of China
(politically, financially, socially (Al)
controlled; having to provide cheap
inputs for and buy from China; China
setting the world’s standards & norms)
or

D.B. (Any) Wourld Order Falling Apart

>

Less Likely Scenario Trend E
U.S. RetregtWest and
World Order Falling Apart

Likely Consequences:

1 Everywhere outside North
America: Ever more chaos
instability, piracy, local
wars

Global trade breakdown
Europe: NATO dissolves;
EU falls apart; high
tensions; Europeans
incapable to defend
themselves against a
perfect storm of
geopolitical, economic,
and social tensions and
threats

= =
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Most Likely Setup of the Key Player®uring the 2020s
The Stage of Red vs. BlueAn Almost Landlocked MercantilistCommunist Empire (Highly Depended on Sealineg
to Export as well as Import Food, Energy, Industry Inputs) Is Challenging the Established Global Maritime Emp
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Key AlliesNetworks (Not Mere Politicai Platforms, Such As BRICS
Most Likely U.SKeyAllies

T Canada; UK; Europe: NATO/EU nati d9f NorthKorea:natural ally
pat hee mathiretmeiEd kut Germany and Eastern Europe would 1 Pakistan: Ally, but
ensure EU alignment withthe U.S., since neither would rely on Paris unreliable under pressure
instead of the U.S. in matters of defense or global market access) { Cambodia; Laos: under

1 Middle East (M.E.) Allies: Saudi Arabidf ¢(eturn works), Israel influence

1 Japan; Australia; Philippines; South Korea; Singapore; Vietham 1 Myanmar; but might be

T Taiwan (T): dambiguouseae relation; flipped via influence
of military means to be expected campaigns of Japan!

Key Players Whose Position in the Rivalry is Open
1 Russia During the 2020s, Russia could swing from China to WestKey drivers: (1) China is not helping Russi
too much when needed (now); so why should Russia risk everything when China needs Russia? (2) Rus
geopolitical vital interests oppose China (an old geopolitical rival) winning over the U.S.: China would thg¢
dominate Central Asia and Mongolia, among other . Soon Russia would be an
CIA Director Burns (who knows Moscow very well) putsig3)Mo st Russi ans donét wa
- even less to one under Chinese rule4) The two countries that are in a latent land war conflict with China
India and Vietnam, to this day happily welcome Russian delegations that promote/deliver top grade Russi
arms to them. This includes offering India the Sukhoi fiftgeneration stealthfighter & an arming up that would
directly and substantially reduce the geopolitical power of China. (5) To truly contain China, the West wou
need Russia as a partner. (Scenario: Acceptable Ukraine solution. Then, based on shared vital interes
counter China, a reconciliation U.S./EU with Russia slowly and below the radar developing.)
1 India; Brazil; Iran For Brazil and India a tendency towards not siding exists. However this might be costly fqg
both. India is already considering siding with America. The current Islamist Iran is a problem for Israel/Wesl|
Possible U.S./Allied Blockades in Case of Military Conflict (e.g. Should China Invade Taiwan)
Mi x between close and distant blockades, with mosg
under China’s AntiAccess Area Denial reach for close blockades, while other vessels operate distant blockadg
Pos s iClnde8lockadese, c | ose coa alli laeleya sr amidbismﬂBlodk;aﬂes{
(military force against traffic, within Law of Marltlme Blockam filtering ships at bottlenecks, such as straits ®
® Olivier Scherlofsky; mapping tool applied: MapChart 4 a







Preamble: Why and How Hereunder
Approach Improved and Improves the
Business Savviness of Many Clients

(added post-publication of the first edition of The Big Reshuffle August 2024)



oHow Intelligence Is Put to Use
[ €] progress has been made in a:
in an orderly manner so as to assist our planners and policymal
It is possible, often, to indicate a range of probabilities or possibi
and to isolate those factors whic woul d i nfl uence |

Allen W. Dulles , fmr. CIA Director
in his 1963 book o0Th:

An American gentleman (with a special relationship to Europe and Vienna)
who understood the nexus between geopolitics, intelligence, law,
and business like few others.

Having been one of the masters of the early CIA and its operations.
As well as an attorney for a very discreet Wall Street law and lobbying firm,
that, to this day, is one of the oldest and most profitable law firms in the world.

Policy designers anl implementers as well as operators,should leverage the wisdom of Realists (conservative
and liberal Realists alike)On both the macro and the micro level, his wisdom can help to foster interests and
maintainpeacee hr ough a shrewd understanding of a sett

With the following great Realist thinkersbeing the oneswhose work | admire and recommenadnost:
Thomas Hobbes, Carl von Clausewitz, Klemens von Metternich, Max Weber, Gustav Stresemann, the Dulle
brothers (John Foster and Allen)iFranz Olah Dean Acheson, Constance Ray Harvey, Clare Boothe Luce, Nikla
Luhmann, George Kennan, Jeane Kirkpatrick, Andrew Marshall, and Henry Kissinger.

Olivier Scherlofsky



Prelude by the Author
How Doesthe Business Value&ick-In?

The publisher asked me to compose aevealing prelude that covers (a)
how our approach helps businesses(b) my very personal suggestiorfor
the right mindset to stay focused and succeed during such dynamic years
ahead as well as €) practical examples from our topierelated work with
large industry and FI clients.Whereas thanks to the fact that this Prelude
is written the yearatfter the first version of The Big Reshuffle wafinalized,

| can even point towards some tangibleresults those have reaped
(quickly)who have read and appliedsome of the specificideas published
hereunderThus, |l et me do so. Ruthl es:

First Up Your Defensethen
Consider andUtilize OffensiveOpportunities

On the defensive side, thehereunder offeredbenefit rests in being more
survivable andsustainable than your competitors are. This has a direct
and an indirect aspect. The direct aspect of this defensive side is
developing and applying a good geopolitical (legal) compliance strategy
and model. This is not only keeping one out of trouble, butmid- to long-
term positioning one better than others, as we will see. The indirect
aspect of this defensive side is to avoid bad business decisionsuch as
FDI(Foreign Direct Investmentsjn nations that can be expected to either
suffer from conflict or switch alliances

On the offensive side, historically, these periodically coming times of
geopolitical turmoil offer the foundation for the business success of a
lifetime. Even the establishing of private empires. Offensive strategies
(related to the Risks/Opportunities laid out in Part V of this Bookl) might
particularly leverage

- the identification of trends (catalysts e.g. episodes within the
U.S. China rivalry) or swingevents (e.g. when a current
geopolitical focusbecomes less relevant against the background
of the U.S Chinarivalry, causing the easing of sanctions policies
or

- the utilization of legal exemptions or caseby-case decided
exceptions related to otherwise prohibited transactionssuch as
by applying for Specific Licenses issued by sanctions authorities
from the U.S. (OFAC) or the Elthfough dedicated member state
national authorities).

However, the foundation for defensive and offensive success starts with
having the right analytical framework, which preconditions nothing less
than a paradigm changeU

Whena New EraChanges Structures and Logics Developing the
Capabilityto SucceedStartsbyAd a pt i n Bara@igne e s

As always, when established realities change, on average, it takes
observers a lengthy time until they understand and adapt. In particular,
it is difficult to recognize the unreliability of assumptions provided by
daily news, political statements, and assesments that are based on the
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logics of the still present past. An unreliability grounded in Idealism

driven rationales and over-moralistic languagethat took the ability to

recognize the force of the (geopolitical) factualas | like to call it: A force
that eventually tends to roll over weaker intentions, norgeopolitical

cal culations, statements, and no
dthe rational a c & notrconsidering thah many nbie
rationalities exist, than what was conveniently believedy too many
between the 1990s and 2022) U

- To provide three telling examples from our (markets related
geopolitics and sanctions) consulting. With regard to where the
West is likely (not) heading towards:

o Example Biden Continuing
During the Trump years, it cost us/me substantial efforts
to convince European corporate clients that should a
Democratic president be elected, he/she would continue
ATrumpés economic warfar:
further increasing the spiral.

A Thinking that the U.S
gl obalizationeae is oft
understanding geopolitics/geoeconomics or
even from conspiracy theories (no, a skiing
resort in Switzerland did neverrun the U.S.).
Globalization was both a means and an effect
of geopolitics, not an end in itself. Thus, with
the late 2010s the U.S. had simply returned to
its grand strategic defense mode (to protect the
geopolitical position and economic wellbeing of
itself, but also its allies). Trump was justhe one

who &broke the ice an
i n unusually clear t ¢
happened:

A The Biden Administration and U.S. Congress
Democrats have b-€empinga

Trump vVvs. Chi naee. Con
and dpredictionsaea an
commentators.

o Example EU Not Going a Third Path
In the 2010s (especially under the Trump years) many
experienced observersa in high political, media, and
business circlesa believed the EU would step by step
replace NATO in European defense matters, and thus ir
European core geopolitics. And so busines clients
understandably calcul ated
EU going a third path bet
us, this was a total illusion, for identifiable tangible and
intangible geopolitical reasons. And we accentuated this
prior to 2022:
Explaining that NATO will become evemoreimportant,
due to the return of great power politics and especially
the U.S:China rivalry. With Europe following the
American path vs. China, eventually. And treated this as
a near given (near certainty under all realistic and
relevant scenario trends & not under EU papers
producedU) . Our/ my effort
clients about this anear
substantial U
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o Example Ukraine Not Reversing the China Main Focus
Then, mid2022 (at the height of the Ukraine war and
related rhetoric) it again cost us/me substantial efforts
to convince European corporate clients that Russia has
not become the geopolitical main rival of the U.S. But
that Communist China had and wilkep t hi s
independent of the Ukraine conflict. Again contradicting
most (European) analysts.

A few months later, the U.S. National Security Strategy
(a key concept that since 1986 any U.S. President is
legally obligated to produce') and &itsee
Defense Strategy came out. And confirmed our clear and
reasoned assessments.

Thus, (a) luckilyfor our clients, we succeeded in convincing them.
And (b) luckily for us/me, that | have a passion for our topics,
and thus am happy to spend
necessary logics. (Being (¢) compensated by hourly/daily rates
way above European consulting standals helps our motivation
too. Luckily for both sides, our clients are happy to pay our
premium prices. And know why.)

- There are similar pivotal examples with regard to noftWestern
actors. And why, e.g. it was a matter of time until the receniVest
Europea#edpbsest demilitarizati
And would be replaced by a return to Realism (with all
accompanying market consequences contradicting linear
assumptions).

Something we during the | ast

on the mid-term horizon. Due to our assessment of the return of
great power politics. And due to the ignored reality that the
others decide which (1) rationalities and (2) meanghey apply,

not oneself.

o While we did not predict that in the year 2022 Putin
would attack Kiev in a largescale tank warfare manner,
we certainly did not (like others) assess that this would
be a sign of Putinés acra
ideas caused by hisisolatonad | ar ge des

A Since whether something is crazydepends on
the rationality one applies And since it is
Putin/Silowiki/Russia's  state  and their
rationality that actually decide whether Russia
acts in such a way. Putin applied Ais/their
geopolitical rationale. (This included, among
ot her s, t he per celpdri mi
and (nearly) demilitarized European societies

! The 1986 GoldwaterNichols Act reorganized the U.S. Department of
Defense and U.S. grand strategy development. In Section 603 it obliges
U.S. Presidents to produce &National Security Strategydocument, so
that Congress is in the loop about through what geopolitical approach
the President wants to serve Ame
general, this is a classified venture. However, starting 1987 each
President is publishing anunclassified versionthereof, as we will see.
This master strategy then informs other key strategies, such as the
National Defense Strategythe National Military Strategy or the
Quadrennial Defense Review
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would lack the means and will to do anything
against the application of force.)

A Yes, Putind like the West itselfd was surprised
about the successful defense and fighting spirit
of the Ukrainians in 2022, and thus had
miscalculated this development. And Putin
underestimated NATO. (Like manyn the West
and Eastmaking the mistake of thinking NATO
had become dysfunctional & while actually
NATO was still a capable machine in the
garages, waiting to be reactivated, as will be
outlined.) But applying rationalities does not
prevent from making mistakes.

A Thus, if one considers a geopolitical key actor
who is applying a different rationality, being
dcrazy/sick/insanee, I
in strategic terms. Reducing the ability to
develop realistic scenarios ahead. And it is an
excuse 4 the too of t en applie
shockede excuse. A rh
whenever blindness (of willing or unwilling
nature) caused ignorance and a lack of counter
strategies and preparations.

A All such athis man is
to underestimate the Russian capabilities in
2023 and beyond. Thinking the too limited
guantities of arms the West had been delivering
would enable the Ukrainians (with a fraction of
Russia's population and wi t hou't I
defense industrial base) to retake what the
Russian Army had conquered 2022/2023 a
and with large efforts prepared for defense,
since late 2022.

A This, however, isnot meant to point fingers at
those now in charge, since from any perspective
the situation is utmost difficult And lacks any
simplesolution. (Which is one of the reasons we
are not addressing the Ukraine question in the
Books Series.) However, it was and is possible
to better understand and prepare for
geopolitical &grand di

Thus, in our geopolitical market assessments, we for
years stressed out that at some (not too distant) point
Europe will be forced to return to security and defense
approaches and capability re-development. Since if
nations reduce one pillar of means (force) while
ddeclaringa all is now ab
where they perform well (money, law, and moralizing),
then this is merely soliloquy (i.e. talking to oneself).
Towards the outside world, it creates the opposite
effect: Inviting the ones whoare better in the former
pillar (force), to apply this former pillar. No matter how
much one argues how rational and better, it would be
af or everyonea (who is &
money and (b) rules that
schemes. Rles that would help the ones who have
something attractive to others, but are not prepared to
defend it.
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These are Realism basics understood bgnany power
and business actors around the globéi basics that have
been understoodby mostin Europe too until the 1990s.
But then in WesternEurope, ldealism, convenience, and
shortt er m t hi nking were rat
realityee.

However, even after 2022 markets are still often too
weak to understand geopolitical forces asnost continue
to perceiveaccording to old paradigms \We can offer a
very tangible example of how hereunder framework
helpstranslating this into profits: Thebook includestwo

4 i d eohstoeks to look at, based on our assessment
how geopolitical trends are underestimated(and thus
effects still not priced-in properly): the German defense
players Rheinmetall and Hensoldt(Snce, for several
reasons the book is not meant to offer specific stock
recommendationswe called it something ato reflect on
re investment opportunitiese .  [5418-415.) Now see
wherethe two stand merely9 months after the edit. And
we are not api c_Kiesebaveibeen the
only two ideas providedin the b o o publécation, thus
they represent 100% of 4t he bookcée
perf or.fNoR:Jleeae are nestart-upsor agr
c h i ,pveeseas Rheinmetall is even a DAX 40, thus a
German Blue ChipCharts are from: finanzen.ne}

HENSOLDT Aktie Chart Stuttgart v Chart-Typ v  Optionen v

Flr HENSOLDT ist der Dividenden-Chartvergleich verfligbar: Jetzt anzeigen v
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In that sense, who could blame the many Western managers and owner:
who, regarding geopolitical assessments, lived the same idealistic, goed
hearted (but geopolitically unrealistic) dreams their societies livedWe
certainly donét bhkm mdevelop tnerfiramefarks
that make them more effective in navigating geopolitical realities. Which
starts by

lifting the stage curtain that blurs
the view on the play of geopolitics.

It is a curtain of noise. Yessioisecan take a clearviewt)

A Curtain of Noise
Blocking the View on the Stage of Geopolitics

While excellent open information services and media outlets that actually
deliver adequate insights into geopolitics exist, distracting and
disinforming noise is blurring the view As a result, too many perceive
reality alongside assumptions like

- (a) in 1991 communism was defeated (or democracy did win),

- (b) recent Western value approaches will remain as relevant as
during the last 20 years,

- (c) the U.S.¢e& geopolitical ma

- (d) Europe could stay out of a ChindJ.S. conflict,

- (e) WTO, UN, or trade could contain the U-Ehina rivalry,

- (f) China could challenge the U.S. Dollar dominance within the
next few years, or that

- (g) doing business outside the U.S. protects from U.S. sanctions
(law).

Making business decisions (and nowecisions) accordingly.These ideas
could not be more flawed & and dangerous for longterm decision

making.
What such observers see is rather the curtain, not the play. A curtain

made ofthe screaming content and circus, that is created by the dynamics
of the "Information" Age we are in. A merger of:

- daily news cycles that need short and shrill messages (with less
and less actually investigating journalists and locally experienced
(freely operating!) field staff);

- many good-hearted ideas about the world (i.e. wishful thinking);

2 Such as Foreign Affairs, Foreign Policy, Le Monde Diplomatique,
Deutsche Welle; or the geopolitical content in: Bloomberg, Financial
Times, Wall Street Journal, Jakarta Post, Times of India, Eurasianet, or
NZZ. And such as geopolitical intelligence servie providers like:

Stratfor or Geopolitical Futures (GPF). Whereas as always it is keyrmx
several of the good sources. Furthermore, one shouldipply our

Leitdifferenz and ask.: 4ls this
influencedby &dgood meaninge moral and/
[l deali sm] ?a& The more often one

GAST Intelligence Approach suggests it, the better one gets in filtering
and seeing through.

Related to that capability, one should never take everything of
relevance from one side only.
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tactical messages from government structures in order to
support or create diplomatic, economic, or military effects;

the entertainment world and parts of consulting striving for ever
new "ideas" and the latest s**t to sell;

aggressive messages and narratives from (whatever) interes
groups, activism, political movements, and populism (left/right);

the newest social media "trends" (in reality often enough not
even that, but rather selfproduced or overestimated bubble
content).

And finally geopolitical and/or terrorist propaganda that happily
picks fitting fractions out of the sea of this infinite high-pitched
online "content", mix it with some outright madeup
disinformation, and glue it into narrating products.

Thus, from a geopolitical perspective most of daily news and political
chatter is merely distracting noiseNot least distracting from the fact, that

we are already in the midst of a global battle Communist China vs. a U-S.
led West. Fought by both sides with all categories of the "DIME" tools
(geopolitically useful national power approachey:

Diplomatic Power
(such as via a network of alliances on the U.S. side);

Informational Power

(such as China'snfluence operationsvia certain media outlets,
corporations, universities,and activists or other activities by
different actors (geopolitical, farleft, fundamentalist, farr i g h t
who aim at undermining the selfconfidence of Westerners and
the trust in their societies or try to push specific agendas
weakening the Wesy;

Military Power
(such as by both sides in the South China Sea);

Economic Power

(such as by China's directing of investments and bribing of
foreign elites to influence political systems; or by the West via
sanctions, export controls, a related reshuffling of trading
relations, as well as bloereindustrialization policies, i.e. "re
shoring" and "friend-shoring").

As we will see, much of what provides better pictures about where things
are heading can be found, if one knows the sources and how to read

them. Especially businesses should know where and how they can lister

to the U.S. National Security System and what is expecting now, or
telegraphing with regard to the future direction. With the right
framework, one also learns tosee through the morality sugaringmany

SThe

extended version of abDI MEeae (

bei MIPFIBLRe, whi ch i n addi Inteligencee x p |
power, Financialpower, Legal power, Developmentpower.
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politicians like to sport. And to stay focused on what matters for our
purpose: The actual logics of the actual geopolitical playera a key focus
of our GAST approach and this hereunder work.

Businesses are now living histona and this is creating both demanding
responsibilities and supreme opportunities. Whereas being smart and
daring during such rough times is the right thing to do. Not least because
being too passive is dangerous during suh eras. Thus, it is fair to say
that this geopolitically dynamic and decisive decade is a period during
which

- capable new or old entrepreneurs do make leaps forward, not
achievable during quiet times, and

- private empires are established or consolidated; while

- some or many less capable competing owners and managers will
drive even wellestablished giants into the ground. (Itself a great
and fair opportunity for smarter competitors.)

Pick your sidea great ambitions are allowed.

On that cheerful note, let me close this minor prelude witha mantra |
recommendJ

To See the Beauty in the Ugliness of Realism
Or: Nessun Dorma

Try seeing Realism as an ugliness that has its own embedded beauty.

For exampl e, t he beauty of pur
interests and values while being better at maintaining peace in business,
life, or politics. Thanks to strategies and tactics that can be found in the
masterpieces of realpolitik geniuses ike Niccold Machiavelli, Thomas
Hobbes, Carl von Clausewitz, Klemens von Metternich, Max Weber, Gust:
Stresemann, Allen W. Dulles, Dean Acheson, Constance Ray Harvey, Cl:
Boothe Luce, Niklas Luhmann, George Kennan, Jeane Kirkpatricl
Zbigniew Brzezinski Andrew Marshall, and Henry Kissinger. Their
concepts can help to win in cold competitionand prevent hot conflicts.
By understanding the key players and knowing how to applyiegotiation,
deterrence, denial, and reconciliationPeace through (1) eyes on the
actors/systems, (2) balancedtrength, (3) strategic posture and action.

It is also the beauty of being steadfast, calm, and decisivduring stormy

times, while others are constantly confused and in rage. (Pointlessly in
rage: As if the world would have been better/peaceful in the centuries
before. And rage, panic, or bein

Whereas | recommend doing so with a hint of a smile on your face. The
smile of the prepared professional, investor, or manager. The smile of
playing a long game: Knowing that one will win decisively in the long run,
instead of being a constant complainer aout the world and current
situations and pressuresdU

Ideally | suggest sporting these ugly but beautiful reflections while
listening to J.S. Bach's Suite No. 3 in D major, BMV (Air), in the
background. (I f you donét know it
you are reminded of a Bond movie. It accompanies a villain in one of the
ol der James Bond cl assics.) Pucc
as marvelous, in case your strategic thinking is most stimulated by classic
operas. (From the opera Turandot, S81, Act Ill. Whereas the irony that
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the story is related to draconian orders in the Chinese empire
coincident.) And &Nessun dor ma!
for geopolitical risk management a a reminder to always have someone's|
Realismdriven eye on the geopolitical variables most relevant to your

venture. At some evenings | myself conduct this type of reflection inf

combination with a glass (or two) of excellent American Bourbdnand |
adequate cigars from Latin Americ& Of course while complying with U.S. "
sanctions laws on Cuba. Preferable | do so out of my favorite seat: An olc
castle in Europe with a history that shows both brighter anddarker days.
The very castle from where | am typing these words right now.

Yours sincerely,

Olivier Scherlofsky August 2024

“Yes, alLet no one sleep!eae sounds
factor-out the burlesque of operas, and leverage it with an Abupported
geopolitical risk management system, and it is doable. Step 16 of our
Process will lead us there.

5 Michter’s Small Batch Bourbonsas well as their NornBourbon (still
American WhiskeyY.S:1 Unblendedfits, in case suggestions are
needed.

6 All dark Joya de Nicaragud not only because of their special story in
relation to the U.S. National Security State.
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Risk Management, Compliance, Strategy :
Notes on further research, i deas & actions

TheB o o IP®ject,
Purpose, and Leaning

Over the last 25 years, | have been able to observe the perspectives,
strengths, and weaknesses of diverse power and business actors; while
living and operating in Europe, Southeast Asia, the Middle East, Central
Asia, the U.S., and South America. Therelyarticularly the geopolitical
developments of recent years, have made the following evident to my
partners and me:

A significant number of highly skilled managers in large corporations lack
a practical framework to monitor, comprehend, and adapt to geopolitical
trends. Most businesses around the globe are merely at the beginning (if
at all) of developing the proper skils to tackle these realities of
geopolitical marketsa from managing the resulting sanctions and export
controls to adapting strategies and business models. And the few with
experience in the matter (many financial institutions) have to adapt and
improve their legacy systems quickly.

Observations that eventually triggered the hereunder:

I n general, I donéet feel an urge to express myself in p
observe much more than to talk (talking as a means when helpful, not an

end in itself). However, after years experiencing the aboveescribed

need of clients, | started to wonder wke t her one shouldnet publish a

practical guide into geopolitical market and law analysis, tailored to

business needs and processes.

Concurrently, | was requested by certain friends | work with (and who
know my concepts and consulting results)to publish my approach,
assessments, and reasonings. Eventually, and under conditions, | agreed.
Which triggered hereunderspecial project:Consolidating, restructuring,
and summarizing our business work related to the topic.

And once | decide to execute a project, | tend to do it ruthlessly resolute.

In that sense, essentially, it isthis project's purpose to shed light on
businessrelevant developments in the shadows of U.&hina geopolitics
And to support the identification and management of the related
dominant trends, risks, and opportunities. Developments businesses will
have to deal with & better.

Practically, the approach in this Book Series is meant to suppoliusiness

functions: risk management, strategy. compliancéNhereas it tries to

bridge what is usually split: Merging (a) the business process level (legal

trade compliance, strategic sourcing or portfolio decisi
geopolitical structures and trends that again severely drive market and

regulatory environments. Merging the worlds of comprehensive theory

with in-the-field practice. Two worlds usually thought separatelyd not

least because most often distinctly different minds cover them.

Disclosing the Methodical
Approach, Purpose,and Lens

This project purpose requires the analyzing of geopolitical trends that
drive markets and how geoeconomic trade laws and tools (or
geopolitically driven industry policies) are designed, implemented, and
enforced. In doing so, it is impossible to avoid beig explicit about
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dAuncomfortablee geopolitical topi cs, qguestions, and | a
related instruments of geopolitical power that drive the years ahead. Not

only in society but also in matters of business and trade compliance. Such

as e.g. (again) the National Securityelated dimensions of intelligence,

propaganda, and ideology (alnformational Spacea) which w
bigger role in business and law than during the last Cold War. The age

of information and digitalization has catapulted these issues and

regulatory countermeasures into the center of civil life, business

operations, and investments. (Think about the increasing use of U.S. trade

tools that counter especially Chinese IT products and services for National

Security reasons. Such as the ICTS (Informati@amd Communications

Technology and Services) tool of the U.S. Department of Commerce,

based on Trumpes Executive Order 13873 that is getting f
and developed under the Biden Administration.)

In that context, while writing the first draft, | had to recognize that it does
not work to beat around the bush. /f a writing code does not allow you
to speak out what should be said to deliver value, it is the wrong writing
code if you want to deliver value.Enforcing this cognizance, those who
recommended me to publish my assessments have stressed out that it
would be most helpful to be open, i.e. to avoid diplomatic timidity.

So/ decided for the valued thus frankness And added a few clarifications
to this Preamble As follows.

Hereunder IsGeopolitically PreWestern and Sporting a Cold But
Effective Realism that Contradicts Some Idealistic Worldviews of the
Last 20 Plus Yearsd But It Is Not Siding in Matters of Party Politics

Geopoliticsis at the heart of National Security Law, and thus, in the sense

of the hereunder decision, is frankly included. Whereas, as will be

disclosed, | do write from a/my pro-Westernperspective, in legal and

geopolitical ter ms. Having that sai d, I of course remai
nonpartisanwith regard to political parties or persons Which is credibly

supported by the fact that | am neither a member of any political party

or movement, formal or informal. Nor have | ever been. However, at some

timesthepupose asks to reveal dinternal political & assessmer
they unearth critical insights about occurring or forthcoming changes in

geopolitical and geoeconomic approaches. Based not on idealistic norms

but on cold effective Realism (to be disclosed)And related to critical

assessments such ase.g., whether EUNATOwWiIll follow the U.S. in the

global match vs. Communist China. Which requires looking especially at

(a) Germany and (b) the Eastern EU members, as we will see. (Since Paris

might go a third path & but then without Germany and the EU Easterners.

The two forces that will define and drive the direction and capabilities of

the EU most. ). This then, in part, creates assessments
driven by the need to survive, in matters of security/déense/NATO and

the role of the nation-state, the EU will geopolitically and culturally drift

more towards the approaches of the Easte
related to the reemergence of NATO and t
Westerner s &) Vs.tthe édealistit & & aherbic, postmodern,

post-geopolitical, postn a t i warldviews sported the last 20 years by

some political forceswithin the western EU member states. A struggle

that since 2022 has turned the Eastern Europeans from allegedly being
dAbackwardsa to now being the avantgarde and ahead of the

rn EU member s e.
he struggle betyv

This decisionpro forthrightness was part of a wider consideration of how
to address the conflict between function and form. Or better: function
and formality. And since | anyway decided on frankness and, as
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mentioned, act decisively whenever | agree on taking over a mission, |
beat form with function. Ruthlessly.

A Writing Style and Tone Ruthlessly Adapted to the Purpose

As a lawyer, | instinctively started to write the Book Series according to
rules for writing a legal expertise (if not a doctoral thesis). | stopped doing

so soon. That is, after | had reflected my first small draft from the fictive
perspective of our typical clients. As a result, | radically changed the
writing style and format. Oriented towards practical message delivering
for businesses, not satisfying the lawyer in me (with cumbrous (or worse:
pretentious) legal focus, talk, and write).

In general | do appreciate certain formalitiesd as long as they make

sense.Not only legal formalities where they matter (Speaking with a real

life metaphor: Snce my early 20s| do enjoy White Tie attire (tailcoat)

events And prefer my suits or safari jackets bespoke made by adequate

Viennese tailors) However,those who prefer to win (in business, sports,
military acti on, tHdfollamngraanttay agr ee wi t h

Within the scope of legitimacy,whenever things are important
function should beat formality Not the other way around.

To stay in the same metaphor: If it helps to win at a task, | haveero

problems wearing a bluecollar overall. (Or the other way around: | have

zero problems acting in a tailcoat as if wearing an overall, if relevant. Not

only when fixing myheadstrongEn gl i sh car sWhereasbnee roadU

can actually &get seriousa (or act under pressure/threat
goals, and still do so with calmness, form, and elegance.

Thus, hereunder purpose is not pursued through the approach of
academic books or diplomatic attitude, but via a certain consulting and
intelligence writing style and format: A "write as you would brief decision

makers" approacficombined with process development techniques:

- The whole writing styleismuchmor e dper sondkkae and dial og
than / usuallypattern it in written products.

- At times, dryness is countered by adding a fitting anecdote or
two from my personal experience.

- While sources are added, overall sluggishness from too much of
a need to explain or justify everything is avoided. After all, it is
an informed and experienced opinion to support the reader in
her or his own processes and perceptions, not "the world's truth”
or an ideological doctrine. | am no missionary. At all.

- The Series in general, and in particular the developed practical
process, follows a tried and used business organizational
approach. Speaking not in "opinion A, opinion B, speaking with
C one might a Proess Dévelopmenttlanguage
("1. DetermineU; 2. Familiarize withU; U"). While in

" | was fortunate to witness this by masters of this category from early
on, and thereby inhaled this life approach from them. Firsthanks to my
grandfather, later in my early 20s among others from certain Cold
Warrior gentlemen in Austrian military security functions (CI), who luckily
retired late.
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keeping the flexibility to change/adapt, tailor, and implement as
needed or preferred.

Another outcome of this briefinglike frankness is that at times somehints

of dark, dry humorwill shine through. This is not cynical, but helps: The

topic is serious enough, and getting humorless stiff from its sternness is

not only less elegant but counterproductive. If not to say repulsive. To

me, the topic of geopolitical risk management requies acting

responsibly, while being humble & and staying sane. Not thinking or

pretending as if the whole world stands and falls with
words, and actions. (That is even true on a political levelL uckilythe world

is too complex and dynamic as that single humans (or &
could control it. And those who take themselves and their role too

serious, often enough end up in bad placesi joined by everyone who

makes the mistake to listenand believe®)

And then there is the mentioned reality that in human affairs it is
i mpossible to apply dthe one objective methoda or to fin
After all, if geopolitical variables and rationales are part of the content,
one is always applying certain subjective and objective (methodical)
lenses. With always ensuing framings, presumptions, limits, and biases.

Thus, |l etés address this issue quickly upfrontU

This Product Is WesterfOriented & But Neither Against China in General
Nor Against Legitimate, Compliant Business with China

As disclosed, | know what geopolitical side | stand on (Western sphere
and its friends and partners around the world); which is also why this
publisher was the right choice. And this standing and the awareness
about my own resulting biases, limits, and blind spotsare plainly
disclosed where relevant. But despite the clear "Westernness", it always
was and is central to the hereunder applied approach tdook at the world
from different perspectives and rationalities And as a result, | have a
certain "abstract respect” for every positioneven those of very different
leanings. (It helped me that | grew up in a family with different positions
within the broader non-extreme spectrums. Where no one believees in
narrow ideologies or political parties, but everyone held/holds some
internally unique (geo)political and historic assesments. And every (non
extreme) view was/is welcomed if reasoned well.)

For example: In my assessment and opinion, Communist China's leaders
and officers are not less intelligent and deserve no less "mutual basic
respect among all sides" than their counterparts in the West. One can
only admire Chi naés hagastelOyedns. Thay (ofte)s s st ory of t
just operate under a different set of rationalities and perspectives living

in a different context and system. And from that angle, | do respect their
positions, while still seeing the need for the West to balance againstieir
ambitions and actions. They are the same (smart) human beingsjust
sitting on the other side of the board of the game we jointly play. A game

of strategic competition. Ideally one that stays within clear limits.
Ensuring the latter remaining in thegray/cold conflict zone, without hot
escalations, is one of numerous reasons why cold assessmenrdisand

SDoneét get me waalstrlde:mission makesq lotoof

sense. And wanting to do good is good. If it does do good. But once

people become stern and driven about changing athe fatese
nations, or the world, it can get cringy, quicklya or worse.
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cold, calm mindsa are key. Not least in the political world. Among others,
political actors in the West have to ensure, everyone understands that
the threat picture the Western National Security structure developed is
about CommunistChina. Not "any China", not the Chinese people, and
not people of Chinese heritage.

Furthermore, it is not hereunder approach to attack business in and with
China, as long as it is compliant with trade law and not against Western
National Security. However, as will be shown, business or investments in
and with China will face rough windsunder all relevant scenario trends.
If Western companies/investors want to continue China business they
need to prepare even more than everyone else. And need a strong
stomach. Particularly political risks from both the Western and the
Communist Chinese igle will increase & probably sharply, as will be
shown. @nticipating all of this, China business is even becoming
increasingly noninsurable in terms of political risks. With the few
remaining insurers reducing their maximum coverage amounts from
billions to fractions thereof, as we will see)

Thus, it is least possible to provide generalizedrecommendations with
regard to whether one should cease business with or in China or not.
Since at /eastfor a good while, trade between the blocs will continue.

In the very long run, some of those who decide to stay in China despite
increasing tensions might (or might not) do fine. This will overwhelmingly
depend on

- (@) the sector,

- (b) the quality of their trade compliance capabilities, and

- (c) their geopolitical risk management skills and preparations, as
well as

- (d) how they adapt their operations in China accordingly.

And once the struggle between the U.Sled West and the communist
regime in China is settled (after years of worsening relations and potential
clashes), ideally a new, even stronger Chifd/est business relation might
emerge. After all, this is what happend with regard to Germany and
Japan, despite the worst wars so far. And is one of the strongest proofs
of the capabilities of a U.Sled world system. Within a few years, turning
adversaries of (worst) wars into longterm allies and ever more wealthy
business partners. (Represented by the U.S., Japanese, and German
warships on the chapter coverdi since as will be shown, these and other
allied powers started to jointly operate in the IndoPacific region, to
protect their legitimate interests and rights.) Notmany systems have ever
achieved such historically quick turnarounds before.

In that sense, it is not the purpose of this Book Series to criticize

legitimate business with or in China. And once this conflict is over, and a

dnew Chinaa&a arises, it mi ght become a I|ifetime chance
Especially for those who know China welind had been involved in China

business. But prepare for the ugly years until then.

Whereas despite its potentially broad value effect, hereunder approach
and the pictures it generates can at timesrong/y) come across as being
nihilistic or even cynical. Thus, let me quickly warn postCold War
idealistic readersU
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Hereunder Is Meant to Pursue Good Value® But
Through Cold and Frank Assessments That Create
Views Contradicting Some Idealisti®ost-Cold War Pictures

The hereunder supporting of functions, from compliance to strategy,
means to serve values & from sustainable profit generation to
stakeholderoriented objectives of businesses where they make sense (be
it clean water or patriotism). And the approach could also support the
efforts of government organizations, 1GOs, or NGOs.

Judging from personal (consulting) experience, for most Realists
(declared or undeclared), hereunder will be an easy (but hopefully
thought-provoking) read. Whether agreeing with hereunder assessments
or not.

But despite the aim to improve value efforts, the concept does not fit well
with holding tight to idealistic post-Cold War worldviews.

Thi s i s particul arQoyl di mMpaorr t laché a Ifiosrt s&p ofsrtom al |
leanings, since part of the key Western worldviews of the past 20 to 30
years are currently in a process of forced transformation. Due to a
recognition that the post-Cold War time and it dreams are fading away,
if not imploding. A learning process that is changing the way how post
Cold War Idealists of all leanings are seeing the world. Like most
transformative learning processeselated to big ideas, they are not based
on choice but neessity (reality is hitting hard), while also being very
uncomfortable and thus taking time. And this will impact the way Western
powers address issues of geopolitics, trade, industry policies, and
regulations. From a business perspective, it is environmeat adaption
exerting force on behavior, thus external forces pushing for adaptation.
After all, the following (and other) Idealist presumptions had been driving
the post-Cold War yearsd but are now undergoing forced rethinking:

- ldealists from the business side are forced to rethinkheir ideas
like:
at is all about abstract numbers, national and geopolitical
characteristics matternittle, and geopolitically significant leaders
will act according to four]economicobjectivesse

- Idealists of multilateralism are forced to rethink their ideas like:

4/ GOs and mul til ateralism will ever more steer the w

- right-leaning government Idealists are forced to rethink their
ideas like:

amilitary Jinterventions are the solution everywher

ever yjtami nge

- left-leaning governmentldealistso r asoci ahbreferoedi neer s a&
to rethink their ideas like:
dwe all want the same in one borderl/ ess worl d,

and e

/ ove the ever more progressive values we bring thema

Which leads me straight togeopolitical intelligence analysisthe art that
helped its appliers to avoid abovetraps of idealistic blindness. An art my
partners and me sport with the following version
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The GASTApproach and Mindset that
Helped and Helps Many of Our Clients

Finaly,as part of this comprehensive preambld will quickly

- address the methodical approach since those always shape

onees perception and iassareduit ndi ngs.

particularly in matters of geopolitics and business, can never be
atruly dbbjteneverihalessazan and should provide
effective orientation value for practical success

- And based on this, | will furthermore offermindset suggestions
for doing business during such turbulent times & so one can
pursue oneés values while staying
and pressures aheadEven making a fortune doing so.

As follows.

The GAST Intelligence Approach

Methodically, hereunder work utilizes GASTGAST stands for geopolitical
analysis (GA) and Systems Theory (ST). This approach to be outlined
more detail later (which | had developed over my 25 years dealing with
and learning from related government and private sector actors and
issues) merges GA and ST by

- applying (1) 'Realismdriven Geopolitical Intelligence Analysis

- and supporting it v i Systemis2Theoridi k1 as
inasmuch as the identification of actor logics (rationalities) and
perceptions is central.

Whereas hereunder, these two methodical concepts are understood and
applied as follows:

- Realismdriven Geopolitical Intelligence Analysis
"Realismdriven" is intended to stress out the focus on
great powers and their Vital National Interests, instead
of idealistic worldviews and concepts as they emerged
after the Cold War across all Western political
spectrums. (While not denying the relevance and
importance of certain core values.) A meaning of Realism
not standing for a specific theory (of International
Relations)a although this hereunder approach is close
to the core assumptions of schools of Realism.

The part of '"Geopolitical Intelligence Analysis just
stands for a merger of practical approaches to
geopolitical analysis, as | have learned and applied it
over my years in the field.

- Luhmannes System Theory
Is hereunder applied as atfool that helps to switch
rationalities and look at the world from other
systems/actors (markets, political power circles, single
actors, U). I n order to reflect
and drive each other.
For those into Clausewitz: Luhmann is in my mind the
"Clausewitz of the Civilian World'Also parallels with the

Paga6

Fi

sane

Luhm

how

ndi ngs

, des

annes

they

t hat

pite the

observe,



Risk Management, Compliance, Strategy :

Notes on further research, i deas & actions

breakthrough thinking of Andrew Marshall and "his"

Office of Net Assessmeritin the Pentagon come to

mind; the concept that with its norlinear,

comprehensive, and qualitative thinking (that factors in

organizational logics and perceptions) became a game

changer for strategic planning and winning the last Cold

War. Seethechaptetabout Luhmannés Systems Theory
in the Attachment.

And while the Systems Theory approach is per se very

abstract, its application value can become very practical

too. That is, it has proven to be practically helpful in

managing specific actor dynamic$ and it worked even

beyond analysis or "comfortable soft negotiations". Over

the last 25 years, the latter "looking at the world and

oneself from the eyes and thinking of opposite parties"

was not always a mere desk task® For more on this

aspect of applied Systems Theory see the
the preamble and the Attachment.

https://www.defense.gov/About/Officeof-the-Secretaryof-

Defense/Officeof-Net-Assessment/

10 At times | had to look hostile actors in the eyesa literally. Some of

them indisputably ruthless (less ethical local political leaders; organized

crime capos; secret police officers of worst regimes; businessmen with

dangerous means, henchmen, and intento ns ; U) .

I myself had the luck of being introduced to Systems Theory from early

childhood days on (initially via Systems Theorpased strategy games),

thanks to my father who had applied it as a political analysis tool for his

doctoral thesis.

As a result, in my first NATO military mission on the Balkans, | was

already able to practically apply it. (As at the time 21 years old Austrian

Military Police team leader (Staff Sergeant); who studied law at the

same ti me, based onel/aurihwérmrsdidt ynee dtelh ats eadevritcai n
supporters enabled.)

In these missions, | did apply Systems Theory in order to better make

sense of my own observations about local actor behavior (organized

cri me, cl ans, radicals, U), and merge it with the
Something that turned out to be very helpful in ackling a key issue

among us Westerners! had observed: The difficulty to see the

rationalities behind nonWestern thinking. Such as clan thinking instead

of acting according to state or economic rationales. | eventually started

to remind m$i hisipmtiriationakhow they act, but

based on a different rationality Ue And this was very appreciated.
least because it created (a) uncommon assessments, that (b) often

enough fit better with the developments than the
During later missions, this operational application of Systems Theory

and geopolitics led among others to an award from a commander of a

NATO special unit, and the honor to guest lecture at a Special

Operations School of the U.S. military (in the U.S. Sduta long time

ago, but a time | still love to remember). Since 2010 | started to apply

and further develop these concepts for the private secto8 although in

fields where business and geopolitics / National Security merge directly

or indirectly. (Fromfacilitating sensitiveexports as representative of

U.S. corporations in SE Asia, tsanctions consultingfor some of the

largest financial institutions in the world or the OSCE and governments

of large countries.)
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In doing so, the resulting merger creates a conceptional approach that is
"cold" but has actually abetter track recordwith regard to our hereunder
purpose.

- The Better Track Record in Matters of Power Rivalries

The Realism based approaches and related geopolitical
intelligence concepts turned out to be the onesthat predicted
relatively well what others could not see: The increasing tensions
of the great powers USA, Russia, Chind and that economic
coupling would not prevent conflict. As well as that globalization
would decline because of great power rivalries,different
interests, socioeconomic tensions, geopolitical instabilities, and
regional conflicts. And that idealistic postCold War naivety
denying these risks would only make it worse. Even the conflict
theaters, such as Ukraine, were predicted 15 and morgears ago
by these approaches.

- During Great Power Rivalries, the Key Actors Tend to Perceive
and Decide According to RealisrBased Logics
As wi || be outlined, within Americaés geopolitical
elites, itis recognized that Communist China has become the one
systemic challenger both capable and willing to oust the U.S. in
the long run & or at least become the hegemon of Asia. Both
scenarios being a vital threat to the U.Sled Free World. This
threat reality (and perception) has created a Cold Wdike rivalry
awareness (that is, however, regularly sweetened by pestold
War value talk).
We will see that Western, especially U.S., foreign policy actors
relevant to our purpose are increasingly looking at the last Cold
War to learn. And are swinging back to Realism perceptions and
logics. (Whereas we are not looking at (partisan) chatter and
sported moralism, but actually relevant strategies and actions

- The Better Track Record in Consultinfpr the Business Functions
of Strategy, Risk Managementand Compliance
As will be shown, and as the recommendations by leading
government and private sector actors suggest, our related
consulting (export/sanctions compliance) and special services
(business intelligence, due diligence,U) created and
differences forclients. Differences for the better.

And should an Idealist not like hereunder assessments, approaches,
and/ or attitude: Even bett erwhichihen the devilés advocate
highlighted on the next page)would be most valuable.

Whereas from avery personal perspective (still being in the preamble

after all), | would like to recommend Idealists and Realist alike to consider

the following mindset when applying the GAST Intelligence Approach in

their ventures Without becoming philosophical (infinite debates about

Utilitarianism/Realism vs. ldealism/Moralism), let me continue this

Preamble on the ameta | evel e&. Tackling the very persona
approacha since little is as close and personaks the utmost distant and

abstractphilosophy one sports towards life and the world.

Addressing Realists Idealists, and everyone between with the following
offer(s).
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My Offer to Idealists: Help Your Agendas with a
Quick and Sweet Trip into the Ugly but Beautiful Reali:i

If an Idealist came so far, then | have an offer: Should you try out
hereunder methods in your daily businessd and no matter whether
agreeing with some/every/no contenta you might be able to improve
your ldealistic approaches and outcomes. By

- (a) being more capable of aligning goodhearted ideas and
projects with rough realities thanks to a better (or at least
additional, different) understanding of affairs and actors
And

- (b) thanks to the (at times practically decisive) benefits of
Realismbasedd e v i | é s fardtiorobyautesplicitly reflect
on and are able to address described trends, it will improve the
future performance of your organization or agendasSince, as
every good lawyer or soldier will be able to tell you, you boost
the outcomes of any Aadengagementa and operation when
prepare for opposing logics. To provide a practical example:

Understanding Realism and geopolitics, and looking for related goal
alignments, can make your green business or NGO project being taken
seriously by the relevant (geo)political actors. With astonishing results.

And no, | am not hereunder offfering ldealists a Faustian Pacsince | am
neither the devil, nor his/her friend or actual advocate/partner. Talking in

that | anguage and in a personal way: I am actually from
side, i.e. carry the goodin me. But prefer to show this less through words
and pretentious a4good posesa&. Rather, I whol eheartedly f

drive when pursuing actual good through bold and cold Realism. With a
focus on good outcomes while applying whatever creative shrewdness
and means /egitimately available. Which includes a calm and focused
perspective when facing issues from light and dark mattersi and (the
most often existing) shades of gray between.

And | do see the value of and the necessity for ldealists and their
movements if they are balanced and reflect the net outcomes of their
ventures. Actually, | grew up under influence of both real Realists and
ideal Idealists. And,after all, not only do | carry some beautiful intentions

behind my Realistés ugliness, but I probably was once i
the world/politics myself. (I just started so early with history, geopolitics,
and strategy, that I phademeanohey thel dshepbdical

I was old enough to join any idealistic ventures? Other than volunteering

11 In the 1500s, a Pope established this function. From then on, an

dadvocatus diabolieae had to be appointed by the Catholic
to take the argumentative counter side before a person could be

declared a saint. Thus,mitthasl eodeeamdd to question the A&
similar reports and &dobservationse that would justify sa
Nowadays, successful organizations use devilés advocate

against their own ideas, plans, and proposals. To filter their own ideas

and improve their approaches. It is widely used among the most

successful law firms, consultants, and strategic govement bodies

(such as when NATO militaries apply Red Teams).

12 Thanks to especially my grandparents, discussing and reading about

hi story, geopolitics, or strategic thinking (Machiavell:i
my passion since | remember growing up. Witch led to the point that |

was already ai mmunea fireormpsigedbetevem of i deol ogi cal
in any political party when | had reached the &dangerous
people |Ilike to go to the street to &afighte for whatever

| try to be self-aware about the downsides of my own Realism (such as
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for the Jaeger forces in the Austrian Army (rangetype light infantry) and
NATO/UN missions in very young years. Decisions that indeed have been
driven by Idealisma as well as an oldfashioned thirst for adventure.
Decisions | have never regrettedU)

My Mindset Suggestion for Business Realists:
Aim for More than During Stable Timesi During Such Epochs of
Seismic Shifts, Business Empires Are Consolidated or Even Created

My suggestion to business Realists is to mentally prepare for identifying
and being ready to seize the historic opportunities such periods offer.
After all, doing the right things is more critical during such periods than
during other times of living history. And we now live history. Over the

l ast centuries, we | | known (e.g. Ameri can, British, Ge
industry giants, shareholder families, and banking dynasties rose to
success by doing the best during geopolitically dynamic and/or
economically sh&en times. The same was true for many clever small
businesses or new ventures. Thereby not only helping themselves but
also providing economic resources, growth, consolidation, and stability,
that helped their own nations and societies.

As mentioned before:Being smart and daring during rough times is the
right thing to do.

Let me now close this Preamble by offering firsthand proof that
hereunder approach can be much more than a dry analytical desk tool.

(Veny Practical Application of GAST:
Managing Standoffs with Hostile Actors, Based on the Concept
d4Rationality Switching to Establish and Manage
a State of Sitwuational Equal ness &

The GAST Intelligence Approach can help in even closest and most

practical tricky situations.In case you are not already applying similar

concepts, reflect on the approach on the following pages, try it out, and

develop similar drationality switchingeae and dcontroll
equal nesseae approaches for yoursel f. Wher eas y ou wi ||
recognize the fitting actor dynamic situations in your own business and

other ventures & and how the hereunder provided rationality concepts

might help.

But in order to show you the degree of how far the utility can go, let me
finish with the following anecdote (that | have not shared during the
al most 25 years since then)U

Over the past two and a half decades, | developed an approach to
applying Systems Theory (and GAST more broadly) to handl
with hostile actors. Thus, originally, this started around the year 2000:

Back then, | was both (civilian) university student (Vienna law school) and

in the Austrian Military Police/Security. While | already had many years of

Systems Theory behind me (thanks to the academic focus of my father

and his way of teaching me the concpt as a kid and teenager). And when

preparing for my first NATO mission, I had an duncor

being careful to not become nihilistic or cynical, which would contradict
my own characterées core values) U
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commander (A Military Police officer, but originally from the actual

Austrian Special Operations Forces (Jagdkommando), which might

explain the mentality) He surprisingly promoted me to being a Military

Police team leader in tlis NATOmission Thus, to someone whoin the

field stand-alone has to lead an element with enhanced responsibilities

and far-reaching legal authorities, based orhis/her own decisions when

facing other actors fmilitary culture of Mission Command a

Auftragstaktik). This MP Staff Sergant position in the mission was

surprising and unconventional since | was 21 years old and had just

recently become the at the time youngest Austrian MP Sergeant.

(Especially considering that others would have had the experience/track

usually asked for such a team leader but got the lower standard MP

position | should have had. Which made me not popular with everyone

since the mission salary was substantially diffent.) But /n foreign

missionsAustrian bureaucracy can d&eavel op astonishing f
result of this commanderés decision, in the missio
unclear and/or hostile actors whilehaving to communicate with thema

and by myself assess, decide, and implememuickl,. Wi t h dano deci si ona

or areporting backe often being no option.

S5 —
>
o))

Thereby,| had also tasks far away from our own forces (in neighbouring

countries) leading my & t e afa MP (thus me in charge, plusmy

second MP of another nationality, plus Glock/Steyr/H&K). Operating in a

Atransit nati onee, i n order t o contr ol the smoothness

l ogisticse in |less stable environments. And this most 0
pass checkpoints with not necessarily NAT®@iendly gentlemen. While

bribing them or risk losing any of our logistics (or the personal that

handled them)was defnitely no option.

Rat her, letés say it like that (it is now almost 25 year:
things very well, but donet want to be specific about
incidents): The idea was that things have beentop e vel arranged, so anot

much to worry aboed atosiveg Hadto magsaAndd t o t h

indeed, a few times all went smoothlydu nt i | it didnéeét. Since these | ocal
actors decided to follow their own rationality and will, which led to a

dstandof f a.

However, despite being two very young men in our first mission facing

civil war experienced gentlemen in their country unknown to us, | was

able to manage this &unplannedeae incident pretty well . Wh
a factor, there was more behind itthatle | ped me &apl aying above my

age/ experience groupee, with an &dunconventional & respons
to my service/mission years:

- What really helped me to (1) understand the dynamics and
actors, (2) lead my buddy well despite the pressure, (3) be taken
seriously by the &tough guysaea in their country, and
according to mission (thus, convince these gentlemen to stop
their interference), was the following mental preparedness. A

ment al preparedness | devel oped for myself, despite
arrangedeae information | had received prior to the mi:¢
the preparedness of applying Systems Theoryn order to
understand othes, run through scenarios in advance, and
receive mental support in case scenarios become reality. As
follows:

o We had good &knowhowae about the | eanings, tacti

c ul t wfthleseWdctors.So | thought a lot about them,

based on a Systems Theory framework that helped me

t o process t he knowhow into ment al dactor
management e under different scenari os.
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Reflecting what type of rationalities they might sport,
under what situational circumstances.

These mental

and conceptional preparations also

triggered me to develop a fitting mindset creda One |
caled &on Herr zu Heree when l'iteral
dangerous others & without (effective/quick enough)
close backup or alternative options. It had/has the

purpose to
1

1
1

grasp and appreciate the key actors
and the dynamic of the situation,

stay calm and controlled,

both show and demanabasic respect,
and

look at myself from the other side.

Risk Management, Compliance, Strategy :

Notes on further research, i

deas & actions

Through the other s
While also considering how the other

side might switch between its
rationalities & for the better or the

worse (clan thinking vs. state
organization thinking vs. economic
thinkihgvs. nati onal i stic

In order to est abl i sh and manage
e q u a | .rBeisgsaasituational balance that neither
triggers the other side to overreact, nor offers it the
perception and incenti ve
position and interests.

Wher eas

the German wording

to

avon

deés

Iy faci

thinki

ng

rational

ng, U) .

ti es.

a dsituational

go against

transl ated as both afrom gentl eman

such &aar med

to deal
the reality that

st andobeerfmeslihadu at i

onseae it

oneeées o]

Herr ZUuU Herrae can

to gentl emanas

ha

with) or afrom master to master .

in that moment, they and us/me are

literally the masters of this present situationd and our

allfateDonét provoke unnecessary
doneét give in or apapcerdngtol i ke

their rationality.

It is a situational equalness that is not just understood
verbally, but via the overall setup. A setup you try to
understand, shape, prepare, and manage. This includes
seemingly little details such as the initial handshake, and
what each one sees in the bbavior and especially the
eyes of the other one (these things are reald grave

actors

alook through youe

better see what helps you, i.e. take you seriously as a
result of what they see).

The end purpose of this mental concept being to
communicae what helps Such as between the lines

calm but clear and credi bl

bestforallofusdaand avoid what we
can loselose or win-wi n . s& Wnotlsayingariore o
than necessanfo create helpful effects And not getting

nervous.
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To me, these many years ago, it made all the difference in these above
hinted (and other) dynamic actor situationsAnd back then, it changed
my view on the utmost practicalapplicability of Systems Theory forevét

With the right mindset and preparedness, in such situations, the mind
gets calm, sharp, and focuseda in a totally unusual quality. While
nervousness or fear comes after the situation (if it doesd thus, after it
was already handled.

The rest is Aaresilience, reflection, and | earningee. Bu
mindset, preparedness, and post situational reflection makes all the
di fference: Learn, grow, and donet take anything persona

change, anyway. Rather, understand how pitive such experiences are,
since you know that it helps you to grow.

Whereas lknowfrom my own experiencet hat such &acalm under danger a&

schemes worknmotonl y for areckl ess ©Swepl eae or arisk seekersee.
myself am neither reckless nor a riskseeker but rathera &acontr ol | ed

handler of wunavoida®le or necessary risksee.

Later, | experienced that theseanalytical and meital actor preparations

can be appl i edbusiressstandaffiel ([ Int ealgygso d&changed my

ment al l evel in all other &premssure situationse. I e. g.
nervousness prior, during, or past the most critical law exams. Written or

oral. Which, however, can backfire tacsSometimes | felt | would prepare

better and donét come | ate to exams (losing valuabl e mi
feel anor mal exam nervousnesse. )

So yes, this is practical.Verypractical.

For more on the theoretical background, see in this Book especially
Chapter 2 on perspectives and rationalities (&Erl eben/ H;:
as in the Attachment about Luhmannés Systems Theory.)

13 According to not only my selfreflection and track record but also to

my intensive psychological assessments | had tondergo for my

military missions/functions | per sonal | ywnindcessazyisksl i ke any

Staying e.g. very controlled behind a steering wheel; despite (a)

intensive special driving trainings, and (b) privately driving the same

sportive British car brand since | am 20. And because of that (plus the

always necessary luck) being completely accident free.

| even stopped skiing and the like, since | went orcertain missionsa to

danet balancea my risks. (alf | get hurt, then for a pu
despite good tactics and preparationssbut not for fun. a&®) So that is not

it. But | feel safe and calm enough when facing people that often make

others nervousa which is substantially supported by above concept. It

works definitely for diligent people too. (Maybe even more for diligent

people than for risk seekers. At least | have witnessed risk seekers and

ARambosae who showed ut most nstakeg,ousness, made the worst
and/or lacked a reliable characterd in both the military/security and the

business world. (Conflict and pressure, like power and wine, bring the

truth of people to the surface.) Not least since many of them (and others)

lack any skill in dealing with actor dynamics.)

Furthermore, | feel a high degree of responsibility for both my tasks and

certain others.

Thus, being able to handle such situations in a calm and calculated

manner is not a result-sefekleeieeng Raneekl, esdsaeicr a ari sk
about being able to operate under acceptable and managed riskence

necessaré based on preparedness (where possible) and a systemic

focus.
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A Warning Upfront For those Who Got Cozy With
Recent "One Colorful World" Thinkinghe
Paradigms of Geopolitics and Realism Can Get Ugly

In the West, between the 1990s and today, the art of seeing the world
in geopolitical terms got lost; outside of small circles in National Security,
some universities, and certain businesses. It got replaced by idealistic
ideas in politics and business. Aplying these logics (idealistic worldviews
or pure economic rationales), one tends to think that geopolitical
guestions (such as the future of NATO or the U.£&hina relation) are a
matter of political agendas, current public moods, and industry interests.
Following these logics and predictions, e.g. (&) the U.S. under Trump
would have left NATO or (b) globalization (normal trade relations with
China) would remain intact.

Then these observers are shocked and confused, when they realize that
a Biden did change almost everything a Trump had set upé everything
but the direction of the most relevant geopolitical policy: The one vs.
China. Which was supposedly "the Trump pieteof U.S. geopolitics.
However, Trump did not start the process of reacting to China's path
either: The later Obama Administration started to lay the ground for the
"pivot to Asia" & having been the preparations to prevent China from
seizing hegemony overAsia, should that become a real threat?

All U.S. Presidents have to serve America's Vital National Interests (of
geopolitical and geoeconomic nature), and areembedded in a foreign
policy and National Security Systemhat reads them in, and fosters
continuity where continuity is due.

At the end of the day, once (1)vita/ geopolitical interests of great powers
are at stake, these vital interests (2) drive their politics (otherwise they
would not be great powers), which (3) drive their foreign and trade
policies, which (4) drive global markets, which (5) drive businesses dn
their models everywhere. Not the other way around. And not even the
biggest corporations can change that, once a phase of enhanced
geopolitical competition has been started.

So what to do with these "(geo)political paradoxes" that again and again
surprise smart businesspeopled and hurt the results of their prior
business decisions, such as investments®ell, "paradoxe$, as the art of
Systems Theory can prove and teachresult from applying logics and
perspectives unfit to certain realities|t is like being in a dark forest, but
using sunglasses instead of NVG [export compliance and military
abbreviation for night vision goggles]. Then again, and again crying about
the "sudden trees" one runs into. Thus, the repeated impression of such
paradoxes as "how can there be a continuity TrumBiden?!" is an
indicator: For the need to adjust one's paradigmsa or at least the angle
on how to look at the world.

And this is no question of preference or moralitya it is whether you want
to understand what logics started to drive the longterm strategic actions
(not the online messages) of those who run geopolitics. Since we can

14 And before Obama,Bush juniofs Administration was actually already
warning China about the dangerous longterm path it is on. This
however was right before the terrorist attacks fromSeptember 11th
2001 forcefully changed the developing East Asia focusf U.S. National
Security.
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already see a return to Realisadriven approaches.Whereas understood
the right way, gegpolitics and Realisntlike diplomacy) are not just about
competition, conflict, and zeresum. Quite contrary, they are even more
about achievable and sustainabl/eooperation, balance, and peace

Thus, while hereunder is neither a policy recommendation book, nor

meant to judge about (geo)politics, it centrally will serve our purpose to

appreciate geopolitical (Cold War) Realismbecause it is returning and

reshuffiing trade, wealth, and the future of nationsBe it Realism under

i ts name or amer el ya dWwelcoma backoto ver si ons t hereof .
Ki ssingerés worl dU

Welcome Back to Kissinger’s World

Neoconservatism has died, and liberal internationalism is discredited. Perhaps it’s time to return
to the ideas of one of the last century’s greatest realists.

JUNE7,2020,800 AM

&y Michael Hirsh, 3 comeist for Foreign Policy

back to Realisma away from the failing Idealismapproaches
of the last 20 to 30 years:

dNeoconservatism has di eddisceditel | i beral i nternationalism
Perhaps i tés time to return to the [ideas of one of the
gr eat es tMighaeldHirsh ;1 FaseigaeePolicy, 2020°
HenryKissinger, in my opinion the greatest strategist of the 20"
century was a true Realist. (So have been Kissingereées str
models he admired most as strategically thinkingpractitioners of
geopolitics: German/Prussian Von Bismark and (lesser but still) Austrian
VVon Metternich.)

Realism forces itself upon those in charge of powers during such periods
in history.

- Unlike in the postCold War years, during the Cold WaAmerican
Realismdominated not only the academic elite in International
Relations. But & much more important & drove the American

15 Recommended read in Foreign Policy, by Michael Hirsh, 2020:
https://foreignpolicy.com/2020/06/07/kissinger -review-gewernrealism
liberal-internationalism/
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National Security State andU.S. Presidents Remocrats and
Republicans alikg That is, it did so at least once these politicians
had been in power, and thus "embedded into the National
Security State". And they nominated réalpolitiker" in key
positions accordingly; with George Kennan, Clare Boothe Luce,
Dean Acheson, Jeane Kirkpatrick, Henry Kissingemd Andrew
Marshall as the, in my opinion, greatestJ.S.strategists of that
time. Greater-than-life characters(covering a balancedpolitical
mix of Realéts), who served alongside numerous less known
women and men, in Western and aligned noiWestern societies
around the globe.

- In Western Europe tooEuropeanRealismdrove the thinking and
acting of the political elites & from Conservatives andSocial
Democrats toLiberals(in the Western European meaning). Which
resulted in the arguable most successful period in European
history. Enabled and supported by the backing ofAmerica the
German, French, UK, U (geo)political adamot hers and
o (a) European unity and peace
o (b) the economic miracle/ascent(with all the related
positive socioeconomic effects, visible in rising real
incomes, optimism, demographics, U)
o (c) the high-risk management of theUSSReommunism
threat (first deterrence and denial of infiltration, then
management of theconsequences of itamplosion), and
finally
o (d) the initial integration of the Eastern Europeans

by and | arge have been Realists. Whet her it was
Real i smae or Aprogressive Real i s me. (However, S i
Realism, it was in both cases overall balanced and thus
productive and sustainable.Based on a healthy, democratic

political competition &aconservative Vvs. progressive

West, and a geopolitical system competition vs. a communist
bloc.)

- From a net perspective, they all did soto the benefit of their
nations, the West, and all noAWesterners who sided with them.
Plus, to the benefit of the populations in Eastern Europe, Russia,
other former USSR nations, and China. Where people are much
better off now, than under t he West ées ol d nemesi s, t he
communist system of the last Cold War. They all have been
winners along with this old, successful West.

- This ascent of the Free World after World War 2 was based on
Realismdriven geopolitics and geoeconomicsWhich is also why
the Eastern Europeans, who experienced the difference of both
systems, to this day stayed true to the old Western approach of
Realism And are now the biggest geopolitical and economic
winners

Of course, the postCold War period saw its utmost capable Realists too
a like Condoleezza Rice. Who just had difficulties fighting uphill battles
against the idealistic zeitgeist (from the right, left, and business world) as
well as distracting world evens. A zeitgeist of ldealismsthat dominated
the West from the mid-1990s to 2022 . Until the bubble finally burst.
Now, as Her Excellencyelley Currieput it at the end of 2023, U
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arhe world is on fire#°

Kelley Currie(here at another occasion in front of the UNjnakes the
pointt hat the U.S. and China are already in a Cold War, w,

China is also in a fullscale assault on the normative frameworkhat
underpins the United Nations across all three pillars.: The security pillar,
human rights, anSieigslaseniorfebow at the Atlange
Counciland former U.S.ambassadorat-l ar ge f or Gl obal Womenés | ssues,
and the US representative at the United Nations Commission on the
Status of Women.

That is,the Western democratic model and global postl945(!) order is
at stake, according to current National Security assessments. And as a
result, since 2022 the West is in a process of lessons learnedReflecting
its post-Cold War approaches and attitudes. The biggest and soon most
consequential learning process since 1991.

Thus, if one wants to comprehend geopolitical markets, and how to
anticipate and interpret related market tools/laws, one needs to
understand the swing back to Realism that has already been initiated
Although it is a slow, pacing process of unfolding. Understandable, since
sociopolitical learning and (democratiq complexity managementare by
their nature slow. One just needs to develop thecapability to read and
see between the lines The logics and realizationsof the transformation
are identifiable. To  so, we leverage GASTtools that speed up the
related devel opment of.WereethankRwal i sm shrewdness
their underlying logics, some of these tools can even be visualizegretty
neatly & which helps a lot to foster reflection and communication. Such
as the tool of Diagonal Distinctions & and the master of them, the
Leitdifferenz of a certain setup, key trend, or issue.

16 Her Excellency Kelley Currie in November 2023.
https://publicpolicy.pepperdine.edu/events/2023/steamboatinstitute-
debate.htm

17 https://publicpolicy.pepperdine.edu/events/2023/steamboat
institute-debate.htm
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A Resulting New Leitdifferenz that Helpd'o GraspShifts Quicker

As we will see, the merger of (a) Luhmannes

and (c) operational experience and best practices delivers us a few tools
that come in handy for the hereunder purpose. One of these tools is what
| call the Leitdifferenz Key of GASTA key not to heaven, but to earthly
benefits. (That might be applied to serve the materiaimmaterial, or even
transcendent values of choice.) It is thé eftdlifferenz Realism vs. ldealism

Leitdifferenz (Germar¥) in the sense we use it hereunder (borrowed from
Luhmanneés sthont @pthble, t thaleasitgaabdeddcisices &
distinction when observing reality/situationse Diving into the abstract
logic of dobservationo per at i ooneafeenednimgirt the sense of

Luhmannés Systems Theory cannot be part of

has integrated the work of two higher mathematicians with psychological
knowhow into his master theory®). But that is not necessary hereunder.

We will benefit from applying the Leitdifferenz to gain an edge in better
and quicker grasping the geopolitically caused tectonic shifts in the world
of international business, trade laws, and markets.

Example of applying the tool: I f one takes

Observing Pure Facts:

This policy will beimplementedin the spirit ofU

Raja Krishnamoorthi Mike Gallagher
Democrat Republican

Obama G.W. Bush
Democrat Republican

this Seri

System Theo

e s

the foll owineg

BalLeit[en]e = leading/steering. And abDifferenze = di

1% The British higher mathematician George Spenc@rown and the

AustrianrAmerican higher mathematician Heinz von Foerster. To get a

guick idea about LuhmaiBmownsandd/pnpl i cati on of
Foerster, | can recommend the following scientific paper:
www.sciencedirect.com/science/article/pii/S2666721522000308

dLuhmann el ev a-Brewd condem outptierisolaean),

abstract mathematicakphere and injected itinto a sociologicaltheory.

Thediistinction presupposes the existence of an observeand the

operation of observation. Any observer is already a distinction itself, in

other words observation is only possible due to preexisting forms or

distinctions. In his usage of observation as a core element of his theory,

Luhmann connects to the steam of secondorder cybernetics, i.e., the

science of systems observing systems (Von
The mapping concept of our GAST Intelligence Approacthat is

included in Book Ill, is based on the so calledaws of Formlogic by

SpencerBrown, and the way Luhmann has integrated it to leverage

actor analysis.
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In the following sense: A policy is expected to be influenced by one of
the above four U.S. politicians (all having been or are/will be vital in U.S.

Risk Management, Compliance, Strategy :
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Notes on further research, i

vs. China politics, as we will see). Which in its raw content initially creates
the above perspective (underlinedvor ds being t he
an observer). It is a rather hypothetical example (Obama and G.W. Bush

are not directly influencing policies on China any longer), but it is the
quickest way to deliver the point. (We will have very practical examples
for applying this tool. Such as what trigges moves of chip manufacturers

dmeaningeae created

(back)into the West and how to gain business/investment-wise better
insights into this and similar substantial projects to be expected.)

In this example, the meaning created when hearing about such facts
(dapolicies influenced by politicians
Depending on the distinction scheme applied during the conducted

dobservation operationeae. As

When applying a certain distinction set, which usually happens without
much reflection and either based on (a) the observer her/himself or (b)
&f rami ngea (0ome d ihaspdtific gnefmeaning is
created. An o bser ver derbis own distinctidns seheraes
unlessshe/he reflects and zooms outAnd is capableof doing so.) Such

t he

f ol

as when applying typical daily news distinctions to our example:

Information Created in the Eyes of Those Who
Follow Certain (for Our Purposepistracting
Distinctions Used by Daily News

This policy will be i m

[Democrats vs. Republicars

Raja Krishnamoorthi Mike Gallagher

Obama G.W. Bush

e

Cl i cehgggemente C/l /i ¢ch ®c adAm

PagBl

ows U

X,

Y,
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can



Risk Management, Compliance, Strategy :
Notes on further research, i deas & actions

And now we apply another distinction scheme on the same factual raw
material. It is our Leitdifferenz we, where relevant, utilize:

Information Created by Starting with Our
Leitdifferenz

This policy will be im

dcount er bal aQomniumsg Chaag a

/ 3
g

Raja Krishnamoorthi Mike Gallagher &
3
-
Obama G.W. Bush S

9

(?

\ / <

aengaging with our globalization partner Chinae

Important: Key for this analytical concept areneither the /abels a third
party observer uses, nor the /abels such an observed politician
herself/fhimself applies or believes in. Key is whatationality drives these
decision makers. (Or to be precise: Their systems, such as legislative
bodies.) And rationalities are (among others) driven by certain
distinctions & may the ones using them be aware of them or not.

A Leitdifferenz that is recommended to be applied as the base case in

t he way l ai d out i n t he Books Series. Thus, we ask:
actor/regulation /enforcement agency/U driven by the new
Realism, or still by the oldpostCo | d War Andgadedaper fnoth! ae

there. Instead of thinking, the primary driver is Republicans vs.

Democrats. (A distinction regularly overestimated with regards to the real

effects (not chatter or ideas) on matters of Vital National Interest, as we

will see. Especia} i n Europe, where U.S. party politics is &obser
an unhealthy degree of overestimation of personalities (bordering on

panic) , even among too many political scientists. Again: According to

them and European news outlets, Trump would have destroyeat at least

severely damaged NATO and Biden would have stopped the economic

warfare on China. We are not interested in judging about these

politicians. But we benefit clearly from assessing the geopolitical

directions in matters of Vital National Securitypased on our GAST angle

- not based on personalities, political preoffice programs, or Twitter.)

Thus, by using this tool we donet merely exchange aresu
|l abels in our assessments (as observer wusually do: &asse
becomes dassessment result Bae whil e maintaining t he

distinctions). We go deeper and identify and applyationality distinctions
that run diagonallyto certain post-Cold War distinctions. These pos€old
War distinctions might still have their justifications and benefits. Andwe
donét even c on tAold Warenbdest ofi gbsep/atignBus t
apply different glasses. Since, for our purpose, some of these postold
War distinctions are not reliable any longer. Instead, we apply what we
call Diagonal Distinctions in the GAST Intelligence Approach. Witlour
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Leitdifferenz as the, in general, most importanDiagonal Distinction of a
broader issue focused on

From a business perspective, these iagonal Distinctions are best
applied like an overhead transparency on top of key actoror other
information analysis (e.g. understanding regulations and their
enforcementrealities). In order to better anticipate what is more likely to
be decided on. And in order to better interpret what has been decided
on. Supported by the right framework and processes, starting with such
a concept can make a real difference in the bottom line infonational
value generated.

Bottom line:

The perspectives Western businesspeople (and others wlaspire to be

inthe knowywh o &l ear ned adudng the podt-Eoldwarr | d e

period, will have to be replaced by geopolitical Realism perspectives

(understanding "National Securitge r at i onal i ti p&Fonef great powers
wants to get better at grasping game changing shifts and vital

geopolitical market trends.

And while these cold views on the world can be difficult, they can make
a real difference for actugl value outcomes. As | like to call and
recommend itU

‘ness of Realism andd

Uidentify the beauty in the uvugli
the beauty of

Ube aware of the uglgalizes s i n
It is the approach of

- (1) identifying within a messy (geopolitical) context actually
feasi ble and achievable wins for oneés tasks and val
while
- (2) avoiding severe traps that good meaning projects can fall
victim to, due to egocentric perceptions in complex realitiesA
ladit is all ab o untentionsaNog, 0 ddn e sssneéand i f the
goal are sustainable good outcomes.

Of course, if one instead prefers to avoid such uncomfortable adjustments
a having to question so many convenient recent idead one should look
the other way. And stop further reading now These views can destroy
colorful cozy bubbles. Otherwise if the above warning is neither scary
nor disgusting to you as the reader, continued and enjoy the journey

20 To be fair and precise, the full version would have to be called: It

helps toU

Ui denti fy the beacotewalupshasédRe alifgbimbess of
Uand t he wugl i ne sosesited, utcongolldnigealist.y o f
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Starting with a Business Mindset
Fitting to a GeopoliticalEra

As will be outlined (in the sub-chapter about hereunder applied working
hypothesis, thus our base case scenario of the most likely direction
ahead), step by step we see a New Cold War unfolding. Between a U.S.
led Western alliance (NATO plus Pacific allies) and a China blodl. this
converting the markets and regulatory environments ahead ever more
into geopolitical markets andregulatory environments Contradicting the
logics of the post-Cold War globalization.

Among businesses, the related creeping realization that their posCold

War rationalities alone donet help any |l onger when asse
critical market environments,/left a conceptional void A void that asks

for a conceptional solution. Thus, frameworks and processes that enable

businesses to develop and master the art of businessriented

geopolitical risk management.McKinsey even putting this art at the top

of the agenda for successful corporate leadershi And it really does

make sense, when you look at the bottom line, i.e. outcomes.

During the (last) Cold War, many of the most successful players in
banking, investing, and industry understood geopolitics very well. And
they knew what to do & and what not. And knowing with whom to side.
To me it was always a pity to see that so many snrta businesswomen
and -men have lost a skill, that in business and society the generations
before them grasped so much better. For example: Especially coercive
instruments of socalled economic statecraft have decoupling effects, if
designed geo-strategicaly. The related business risks of such effects are
remarkably high for decisions related to

- Capital markets

- Direct investments

- Supply chains and sourcing

- Marketing (what markets, customers, and products to focus on)

At the same time, these decoupling strategies and effects carry a positive
global trade and policy flip side too: They push for even better trade
relations with other nations as well as national preindustry policies even
if (past) values would suggest otlerwise. (Enabling the "impossible" to
become possible, from free trade agreements to fiscal efforts, to pushing
new technologies and/or solutions, based on what works and helps.)
Geopolitical forces both (a) stall and (b) boost business like little else in
history. And they foster revitalizing reforms of bureaucracies and
mobilization of societies otherwise hard to imagine. At the same time, in
severe geopolitical situations, one should prepare for surprising
geopolitical turnarounds, such asgeopolitical opponents of one phase
becoming partners during the next one For businesses meaning: Risks,
risks, risks. Opportunities, opportunities, opportunities.

Whereasgeopolitical (National Security) thinking does not have to be a
"secret art" that only small circles are proficient at. The problem now
being that with the new interest and dynamics, all kind of geopolitical
theories confuse the audiences. Such as differertonspiracy theories
and/or results of deliberate disinformation.

21 Recommendable for a quick dive into McKinsey's approach to
geopolitics for Clevel: https://www.mckinsey.com/capabilities/riskand-
resilience/ourinsights/geopolitical-risk-navigating-a-world-in-flux
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Example of HowHalf Truths CreateNegativelnformation &/aluesgfor
Those Who Are Not Used taComprehensivdseopolitical Analysis

Audienceslacking geopolitical knowhow, e.g.tend to be quickly shocked by messages like

aThe U. S. h a spreveht éhat EurapeGerenany and Asia/Russia/China [pick what you want|
unite! a8 80h, my god! Now everything is clear! This evil plas?

[A real world example misleadingt oo many i n Europe/ Ger ma regrq g esa pnoclei
dgeopol itics b &adkngrhe fulbpictare ant dod/megdashen assessinggeopolitics.]

Well, yes that per se could be identified as one geopolitical interest of the U.S. according to Realism. Howeve
thatdr ecogni t i onea basassassingd chessganie/merelyaby lodkingtatetoken. Or like realizing
that your co-shareholder does not want youto damage the partnership with other competitors. Get real guys: It ig
the same the other wayaround. Meaning:In setups ofa few big powers, each power has the interest to avoid that
the other powers unite without it.

- Europe (Germany, U) is as much interested in pr
become a unit as the U.S. is interestedn preveningabove &unity against t
present, and fut ur e werkingagaiasta(nGle rwmwaunl yd, U)o rvka sa g a i 0
alliancea without them.

- And the same goes for Asia/Russia/China: They do what they can to split any transatlantic unity.

Thus, this is not adaevil Americae, but a simple red
Ger many, Russi a, China, U had, has, and wi | |whetheradtor

Y holds some (maybe) conflicting (vital) interest (something always existing, even amonghe best partners). Bit
whether the respective actor X picks the realistically available best path for itself and the overall stability. And here

the aevil inter estraedntbdanadvinage fosthedftested sidenWhizheis what smart nationg
do: They sell theirallegiancefor a high price and benefits. If it is attractive for Y to have X orits side, not on the
side of Z, then the smart X wil/l push for preferred mar
Thus: All have the same types of adevileae vital int

on the realistic options, alternatives, and preferred effects. To again leave the abstract (and we will reflect the
relations where they arerelevant for assessing the geopolitical markets and geoeconomic tools/laws):

- The U.S. and EuropéGermanyare eachbest off as close allieswith all the compromises it requires

- However, d the same time, geopolitical Realists (in the U.S., Russia, and Europe) are also aware of t
following: Russiaand the West would be better off partneringto balance against an ever more powerful
China. Butthis common interestis currently blocked by the situation in and with Ukraine Currently

By the way: Germanydoes not less pursue its own interests as coldly asChina, America or Russialo. Germany
just became extreme in hiding every interest behi
a knowing very well that its industry and geopolitical influence/security benefit from the EU to a degree only fewy
others (like Poland) do. Did you know that akey German World War 1 goal was to (where possible) create
(Central) European market/customs union? This Germamar goal became finally reality, but via peaceful Europeatr|
unity. A unity that was and is enabled by NATO/U.Sower backing Which is also whyGermany is merely serving
its own vital interests when staying loyalto Americaand havingit in Europe.No other structure than NATO could
uphold/defend this bloc, its security, and its single market. Or did you know that even during the now criticized
period when Germany shrank its land forces (from the 2010s to 2022) it initiated the largest naval progransince
the end of WW2? To develop stateof-the-art warships specialized in, among others, global sea line protection ang
embargo/blockades (in which they have NATO experience, exs. Yugoslavia in the 90s).And is all this German
development aid without an eye on the resources needed for alternative energy and future German industry need
Well, compare the countriesThus:They still pursue their vital interestsa but learned to use a softer appearance.
And (partly as a result ohgirchclesbetdveen loud idealistic prockrations) ang
quiet returns back to reality. Ul do not judge in
in their strategies is always another question. Whereas | believe Kissinger that Gemyadid/does best for itself
and the world under Realists, and worst under the opposite.*) The point beingPowers having interests is nothing
rel at ed t o Adleast/Reéalisig knaw lsoze tocomprehend that, identify interests (instead of being
idealistically blind to the existing interests of oneself and othery and thus are able to better manage relations.

* If you want to get the quickest idea about this point and its utmost severeness, look at the last abstract
hereunder (Kissinger has reasoned that ofted and well):
https://www.henryakissinger.com/articles/ottevon-bismarck masterstatesman/
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USummar i zexample of hdwsRealism helps to analyse coldlgur important European dimension of the
rivalry and its effects on markets, trade law, and regulations:

-1
(West)Germany became a loyal US ally during the Cold Weamith the most capable army of all American
NATO allies, according to CIA assessments, as will be shown). And it did pore and simple forits own
selfinterest America, and only America, enabled totally defeated Germany to-rise - economically,
militarily, and (geo)politically.

-2
Then, at the end of the Cold War, America, and only America, was able to push through German unificati
(against the geopolitical instincts of the UK, France, and the USSR).

- 3.
What followed was th€oldthi Waorpenl bg. oBdéi pgsth
Germany couldshrink its military, and related shared burdenAnd it found rationalizations for its behavior.
Even selling thisconvenientbehavioras &abeing the utmost mor al nat
power ] a&). Al most as if saying &We plusdaimttobe thesutmash
moral power, since wecontribute muchlesst o t he dobodalk | g crteyda,b | s radno

-4
But that time is over. 2022 made it impossible for current/future Germarmovernments to play this game
of the post-Cold War era (Had Putin not attacked Ukraine in 2022, something else would have occurred
eventually with the same effect. Such as ever more insecure shipping routes, threatening the survival
Germanyés economy and thus its political syste
post-Cold Wa & fheraictpostgeopol i tical a worldviews of the

So Germany needs America agaimnd Germany (like the Eastern Europeans) will again become a loyal US ally, |i
during the last Cold War. This time not only so Germany has geopolitical security and stability the EU (only
possible throughNATQU. S. backing), but so that Germany can r
world (not least to partner with the might of the U.S. Navy, that will have to focus orprotecting the trade of
Americans and UB. allies). For this and other reasons to k laid out, in our base case scenarigparticularly Germany
and the Eastern Europeans will ensure that the EU and NATO will follow the U.S. in stsategic competition vs.
China With or without France. BerlinWarsaw, more than PariBerlin, will be the European axis to look at.

Thus: Neither is Germany as moral and altruistias many overdogmatic Germans have an impulse to sport
themselves.Nor is Germany a vassal of America. It pursues its own vital interes#sn a difficult position. And thus,
via allies and structures (EU, multilateralism,...). And like all powers, it at times goes too far, burns itself, ru
through crises,... and has to readjust its worldviews, approach, culture, and model.

To put it bluntly: Germany just needs to mature in its new postold War form, away from the still too dominant,
annoyingly childish, and dangerous teenage instincts and impulses of both faight and far-left nature. Farright
blunders |likse a¥WetheeUviScti Mmhis islaft hhbandst s Gk
capitalistic devil! We need to create a new positnodern world by siding with the good ant-We st er n
Fortunately this time Germany is a stable democracy andtiegrated in broader Western alliance systems. Thus
modern Germany will be able to manage rough years, while holding its radical internal enemies (from the-féght,
the far-left, fundamentalism, as well as all other forms of systematic crime actors, piidial or not) at bay.

Whether you worry about China business, or the affected market
environment in general, getting ready for this Cold Watype environment
starts with adapting the business mindset. Via both defensive and
offensive strategies.

Preparing the Business Mind(set)

I donét think anyone can say how the world, busine
landscape will look like in 2030. There is a level of both (a) uncertainty
and (b) dynamic that never existed in the posCold War world. But what
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can be saida if applying our GAST Intelligence Approach (and considering
the perfect storm of geopolitical, technological, socioeconomic tensions
and dynamics):

The world of 2030 will be a very different one.

- Then, people will think and understand the world based on a
very different experience and hindsight about the decades
before.

- That is, with the 2020s, we entered a period of historic change
and a related reshuffling of power, trade, and wealth.

However, theseperiods of change are normaln history, and it does not
help to be scared and/or try to ignore such historic cycles and shifts.
Rather, start working on your mindset and processes so you can prepare
your business to do better than your competitors. And one key capability
to deal with such change is to focus on those trends, risks, and
opportunities that actually can be identified and prepared for. For
example & and this is our topic here & despite all uncertainty we have
some givens. Such aghe increased future use of sanctions and export
controls in the (given and growing) U.SChina rivalry.

In the end, business is about winningd wi t hin the | aw of onees
jurisdiction(s) and with respect t o onees environment .
winning should create sustainable wirwin for all of one's stakeholders,
as well as one's country and its allies. Even improving the world inasmuch
as workable & and not mere naivety, or cynical deception, such as green
washing)

But you can only do so if you are (1) prepared to and (2) actually dawin.

Thus, as a business or asset managersot seizing legitimate
opportunities offered by geopolitical dynamics isrnot "ethical". Buta let
me be frank where being frank is dued in my humble opinion,
irresponsible and pointless.

It Is a Process Performed Via Certain Activities

In order to address the risks and opportunities resulting from the
U.S./West vs. Chinaivalry it helps to execute the following strategic
activities & which is basically what we develop in detail across the Book
Series:

1. Grasp the Geopolitical Context of Geoeconomic Policies

2. Develop a Framework for Identifying, Monitoring, and
Analyzing the Risks, Opportunities, and Relate@eopolitical,
Geoeconomic, and LegaDrivers/Variables Relevant to Your
Current and Potentially New BusinesModel(s)

3. Shape Your Strategies Accordingly, in Order to Manage these
Risks and Seize Opportunities

4. Design and Implement a Trade Compliance Program Tailored to

Your Preferences, But Within the Legal NecessitiésBeing
Your AalLegal Defense Concept &
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To Learn, Develop, Master, and Enjoy
the Art of Assessing Geopolitics

Good academic works deliver distinctly valuable inputé and across the
Series | will stress outacademicswhom | explicitly recommend reading
(many more recommendations can be found by checking for researchers
in the think tanks | highlight). But for the business purpose such academic
contributions need a frameworkthat (a) puts them into a strategic
portfolio and (b) links their content to specific processes. Without such
business contextualization,a businessfocused personcan (1) read the
best academicbooks on International Relations, (2) close them, and (3)
don't know much more about what to do now businesswise. Or worse,
is distracted by businesswise less relevant aspects (such as great moral
or policy arguments, that bear little chance of being ftlowed by the
relevant power centers with little relevancefor markets).

Thus, what is recommendableprior to diving into theoretical/academic
works on geopolitics, is aheuristic frameworktailored to the processes
and functions of business operations lfest practice U Which then can
be further developed and applied to one's own realities, priorities, and
preferences.Hereunderis such a business functionsoriented framework.
It focuses on a few highly important geopolitical key driversé and links

them to business functions Thereby among others, fercing the (at times
too thick) veils of morality talk and otheranalytica/distractions.

Then, based on such a businestilored framework, reading different
theoretical products on geopolitics becomes really effective. Since then
you know (a) where to look at, (b) what to focus on, and (c) how to extract
takeaways for your processes and objdives.

I n that very sense, |l etés begin with the first framewor K

It helps to start by differentiating the management of hereunder
addressed risks and opportunities into defensive and offensive
strategiedJ
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The Defensive Strategies Necessary:
Avoiding Compliance Violations
and Bad Business Decisions

On the defensive side, theopportunity is to be more survivable and
sustainable than your competitors are. This has a direct and an indirect
aspect.

The direct aspect of this defensive side is developing and applying a
good geopolitical compliance strategy and model This is not only

keeping one out of trouble, but mid- to long-term positioning one better

than others:

- Some in your market environment are likely to suffer, due to
weak complianced or the opposite, i.e. overcompliance (without
any rational goal behind it).

- Contrary to that, being good at geopolitical compliance as
understood in this Book Series puts one on a different level. Not
least because it allows one to operate more confidently, while
others eventually start doubting about some of their business
operations (then turning into overcompliance and/or sluggish
behavior).

And since over time stakeholders will develop a feeling for this new age
and start to assess actors accordingly, they will take those who carry the

aura of dageopolitical compliance masterya more s
better reputation with clients (&4they know what t

t heir o pi nibeter fihaacing rbéttexragiariners and B2B
reputation, better employees, better press, better government relations
and contracts. And so on.

The indirect aspect of this defensive side is to avoid bad business

decisions. Based on bad decision making, such as e.g. calculating ROI for

direct investment in Communist China, without factoring in the

geopolitical side, and related geoeconomic tools. And in so doing blindly

assuming that (a) the West is not sanctionimand embargoing, (b) China

is not getting hard on Western businesses/owners and their assets in

China, and (c) the markets are not feeling such a trend at some point.

These are however opa questions, thus high risk bets if taken for

granted. What these and other questions of the geopolitical markets

instead require are explicit strategiesdU

A central tool for both direct and indirect aspects of a good defensive
strategy is Enhanced Due DiligencéU

2ZSuch as conducted bychapterabowthe hor es f i r ms:

aut hores background.
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= RSB Case xooc0oocoooceooc:, 22z 2023 Connected enablers in global uncertainty.
Assessment Summary of All Covered Hiring Risks
Page 1 of 2: Employee Sanctions and Export Control Risks bocoococonoo, 222 2023 Connected enablers in global un
Employee Sanctions Risk (U.S. or EU) Employee Export Control Risks (U.S. or EU) ment Summary of All Covered Hiring Risks
(PIR1) (PIR2) f 2: Employee Insider Threat and Fraud Risks
Indicator Indicators for Tl fPr Currentlylisted | |\ ators for s ff)r ider Threat Risk Employee Fraud Risk
Currently B future evasion under any B future evasion R3) (PIR4)
N becoming a . becoming a .
sanctioned? (supporting a Export (supporting a el Toaloees
future target? future target? en
target)? Control? target)? threat
Green Flag - 1 strong - 1strong -1 strong - 1strong -1 weak - 3 strong
(counter - 2 weak -1 weak -1 weak -1 weak -2 weak
indicator)
Orange Flag -1 weak -1 weak - 1 weak - 1 weak - 1 weak 0
Red Flag 0 0 0 "1 weak - 1 weak 0
Critical None none none none o none
questions that
could not be
covered yet
'I_ No Match or ) Matr{h or Medium Lowest
Net Risk ) other Indicator
other Indicator Lowest Lowest Lowest
Assessment for the WK None
= for the
Identified none none Employee be none XXX
Employee be
Problem Areas A iy currently under 000 Hoex
Possible future ¥ any U.S. or EU Xxx Houx
. any U.S. or EU
monitoring Sanction Export Control Xxx
lists Xxx x" ﬁ"
X (X
SIR (What) Xxx Yo o
Xxx o
NAI (Where) Xxx Briefing on identified
SOR (Who) XXX Risk!
RSB no no no
deliverables Briefing on
Risk!
=~ RSB . .
= Connectad enablers in gishel uncertainty essment within the context of the client (corporate exposure and preferences),
the mission and the case
mpany, (b) the position, (c) the candidate, and (d) all other context and mission factors,
INHALT gred we see no higher risk for hiring.
risk are both related to the candidates relations to country XXXXXXXXXXXX, but overall low
— R B fications, only general risk situation) to not block any recommendation for hiring.
1. Zusammenfassung des Wichtigsten: Die derheit und des Falles 4

1.1. Dichte Verdachtslage auf besonders schwerwiegendes Verbrechen
auBerordentlicher Ermittiung und Verfolgung

1.2. Enorme persénliche und finanzielle Konsequenzen fiir die beiden Angeklagten...............ow.coweeerroes 6

1.3. Ursache der besonderen Intensitdt des U.S.-Vorgehens in dem Fall:

als High

Value Target..............

1.4. Der zu vermutende Targeting Prozess: Erst der Anfang eines Képferollens jener, die wissentlich gerade

jene U.S. Sanktionen verletzten, weffh_ ,,,,,,,,,,,,,,,, 9

. Summary of Case Fact: 10
il.1. Indicted Persons ... 10
11.2. Alleged Criminal Scheme INVOIVING BOM «.........cooviicuieiesieeicstsiascesssas s sasmn s sses aesssases s ss s s sassasanes 10
1.3, C e5...... 11

lil. Critical Relation to U.S. Vital or Important National Security 13
1I1.1. Sanctioned Party and High Value Torget:- 16
111.2. The National Security Dimension of the Case....... 22

V. ions Risk 28
IV.1. The Long Arm of the USA Driving European BuSingsses” CSDD ...t corminisnsissessesisssessssasanss 29

V.2, Treatment of Entities Owned by The US 50 PErcent RUIE ... vuiniinnmiins s 33
IV.3. Conclusions for EU Businesses 35

V. il Rec for Ce liance with U.S. Sanctions (Primary and Secondary) .........cc.ceueeunne. 36
V.1. The Risk-Based ADDrOach ...uiaiismm ssisssssssmssssssas 36
V.2. Conseguences for the Compliance Function in SUch BUSINESSES ..o i s sssssssssnsssssismsssssssssssasssss 37
V.3. A Base Model Offered for an ideal Sanctions Compliance Program of Such @ BUSINESS .....c.ccovcivininns 38

andidate, but also out of general necessity (corporate business model) the design and
@t least minimum (basic adequacy for firm)
port Control Compliance Program

gm

Some anonymized basic due diligence
products of RSB International:

- Preemployment Checks Level Ifor
a high-tech corporation. (Top;
whereas depending on the results
of the level 1 investigations as well
as the sensitivity of the jobfunction,
tailored deep dives and similar
corporate counter intelligence
approaches are initiated, if relevant.)

Geopolitical Markets Ask forEnhanced Due DiligenceAs Under Such
Conditions SomeDeals and Actors ThatAppear Bright Are Poisoned
While Others Appeaiing Gray Can BeCleana and Utmost Profitable

Ever more critical international sectors and market segments are
becoming geopolitical. Creating uniquecomplex economic realitiesas
well as channels and relations. For businesses it is vital to know (1) how
specific geopolitical actors, setups, and interests influencéeir sectors

- Basic case assessment as a form of
Sanctions Risk Prevention
recommendations. (Left; in this case,
a corporation wanted to know how
a criminal case against sanctions
violators might have compromised
former business partners, and how
to ensure that future business stays
away from related parties and risks.
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or specific deals, (2) what jurisdiction they fall under, and (3) how tstay

clean and compliant, especially regarding any law consideed U.S.

National Security Once geopolitics shape business landscapes formally

(sanctions, U) and informally (expectations, opportuni
everything positions itself along the antagonisnbright vs.dark. And even

the appearance of such is not reliableRather, Enhanced Due Diligence

and related tools, conducted by specialized consultants and law firms,

are key.To male sure that one does not deal with the wrong parties. And

to make sure that one does not shy away from legitimate good deals.

Third Countries and Unclear Middlemen Durin@Geopolitical Times

Under such geopolitical markets, a lot of critical business in third

countries or via (often necessary) third parties appears somehow gray

be it legitimate and compliant or not. To transform the abstract into the

(very) lively. With anopulent example for the type of gray zone actors

that cannot always be avoided in international setups, once deals become

big and/or geopolitical enoughdnot only in the defense industrydU

The picture sgawzamacioret ppi the Bast Cold War, now
publicly known (thus, we are neither violating anyoneés
nor revealing any secretsbut merely utilizing now public history): An
Austrian/Germandual citizen and businessman who, according to
different U.S. journalists and news networks (including CNN), allegedly
was one of the favorite Cold War arms dealers of the U.S.

military/intelligence for special transactions. Thereby
good for thHherwWhstmaeebdt too. (Since he &got very wealthy
faste, resulting in adequate real estates from London ar

his 7000 acres residence in Virgina, USA, according to below CNN )
production, that was alrepaysofftai red in the 1980sU) Yes,
serve the proper side during Cold Wars In different ways.

Picture form the 1980s CNN documentary &aMerchants of \
https://lwww.youtube.com/watch?v=KN9em40g8c
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And in geopolitical settings, particularly serious dealsin certain strategic

sectors, from energy to defense fequire special care\Wherebyabroad,

neither governments nor businesses can al ways avoid &agr a
(Or deal with girl/boy scouts only.) The key for businesses is to develop

the capability to assess counterparties and legal aspects shrewdljl.o

avoid any liabilities, be it due to violations of sanctions laws, export

regulations, or anticorruption legislation (such as the American FCPA).

Those Who Can AvoidlnclearMiddlemen Or Third Countries
Have to Be Even More Careful, Sind@right Can Be Dark

Whet her a deal or actor is abrightly 1l ooking but dar k/
maybe the other way around, ddark/grey |l ooking but acce
and compliant/ |l egitimatee, mosy- often needs to be answe
case.For example, a wellestablished corporation in a Western European

nation (being, e.g., a corporate client) might all the sudden become a

sanctioned party & without that it is listed on any sanctions list! (Since

2022 this happens more often than most think Most notably due to so

cal | ed & StitabsauRelalsandtiea effect on subsidiaries of certain

parties, which we will cover in detail in Book I 1.) Thus

partner is actually dangerously poisoned.@r not. Depending on the type
of U.S. or EU sanctiongven when a party is sanctioneda lot of relations
and transactionsmight still be legal and compliant.)

IOV TIGAITy T T e agE T RATS; GITTUITy UT MIGITSOIry; @ 70 Poroolit OT Broatcr TICTost:
Consequently, any entity owned in the aggregate, directly or indirectly, 50 percent or more by
one or more blocked persons is itself considered to be a blocked person. The property and
interests in property of such an entity are blocked regardless of whether the entity itself is listed
in the annex to an Executive order or otherwise placed on OFAC’s list of Specially Designated
Nationals (*“SDNs™). Accordingly, a U.S. person generally may not engage in any transactions
with such an entity, unless authorized by OFAC. In certain OFAC sanctions programs (e.g.,
Cuba and Sudan), there is a broader category of entities whose property and interests in property
are blocked based on, for example, ownership or control.

U.S. persons are advised to act with caution when considering a transaction with a non-blocked
entity in which one or more blocked persons has a significant ownership interest that is less than
50 percent or which one or more blocked persons may control by means other than a majority
ownership interest. Such entities may be the subject of future designation or enforcement action
by OFAC. Furthermore, a U.S. person may not procure goods, services, or technology from, or
engage in transactions with, a blocked person directly or indirectly (including through a third-
party intermediary).

OFAC will incorporate this guidance as it issues regulations implementing new sanctions
programs. In addition, OFAC expects to amend regulations implementing existing sanctions
programs to reflect this guidance.

A cutout from a key OFAC document (&dguidancea&) al most &
Western business, or anyone that conducts international business,
should know and understand nowadays. The basic guidance on its
a 50 % RTakea alose Jook at the warningn the second paragraph
in case you donét know the related document or the rul
Whereas thanks to indirectreat i es we wi | | cover (&u.s. Nexus a) , i n many
international transactionsNor+U.S. businessshave to take the same
caution when potentially dealing with sanctioned parties, since a non
American business is otherwise quickly targeted by U.S. authorities for
dcausinge U.S. parties such as banks or | T providers to
sanctions law violations. The document can be downloaded via the
following U.S. government link:

https://ofac.treasury.gov/media/6186/download?inline

2 Foreign Corrupt Practices Act of 1977

To be found in 15 U.S.C. § 78ddLl, et seq.
https://www.govinfo.gov/content/pkg/lUSCODE2021 -
title15/pdf/lUSCODE2021 -title15 -chap2B-sec78dd-1.pdf
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Across the Books Series we will cover different forms of legal risks

stemming from the geopolitical tensions and related trade tools. But the
most critical risks thereof are the sanctionsrisks. And here the related

obligation to conduct so called (sanctions) due diligence offers a good
example forthe point made above

Example: Obligation to Conduct
Sanctions Diligenceof Due Quality

Due Diligence:

To avoid severe punishments and exclusions from markets,
businesses mustadequately and proactively into avoid any
sanction law violation Intentionally and crediby trying to do so,
in the amount and quality expectedis Due Diligence An activity
that should be tailored, processbhased, and documented (well).

Practically spoken, vith regard to the most draconanly enforced trade
obligations (i.e. sanctions compliance), businesses everywhere are
challenged by the following (de facto and/or de jure) obligations and
expectationsa from a U.S. perspective:

1. Identifying One'sJurisdiction(s!)
Understanding inasmucm ot only oneés home country but al so
at hird «cansidertthersehsseaving jurisdiction vs.
one's operations. In international business, this is quickiythe
case with theU.S.as we will see.(Or increasinglyeven the BJ
when certain connections existdespite the traditional claimsof
the Europeanst o &not suppor t.Suehknewestt erri torialitya
legal details will be elaborated in Book II)

2. ConductingParty Due Diligence
Understanding and identifying whoof one's contactsis
sanctioned& under what type of sanction.

3. Ensuring Transactions Due Diligence
Understandingwhen and to what degree any specific
transactionwould be sanctioned

- 3.1
Applicability of a sanctions norm in case of a transaction
(e.g. entering or upholding an insurance contract with a
sanctioned partyy

- 3.2
Do exemptions or exceptionsexist? (Such as General )
Licenses existing that provide windd own peri ods, U)

4. ConductingCase Management
In case any sanctioned party, asset, or transaction is identified:
Differentiating among the different consequences and
managing related behavior:

- Obligation to freeze accounts or even physical goods?
- Obligation to report?

- Actions in case of possible sanctions violations?
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All this means especially, that prior to executindarge transactions or
onboarding critical customers or partners, businesses must
conductextensive research into the backgroundf their targets,
partners, customers. This itself makes it necessary to actriskwa r e U

RiskBased Enhanced Due Diligence for Sanctions Compliance:
More than Checking the Immediate CounteParty's Name

The U.S. (and to a lesser degree increasingly the EU, UK, Australia,

Canada, Japan, U) is expecting from businesses anywhere

U.S. (EU, U) sanct i.Amdlso kmowdhethexthedtypg contr ol s
of business they do is considered high risk Wwh regard to compliance.

They expect businesses to start withtailored risk assessmentshat reflect

their

- region(s)and countries,

- industry sector,

- products and services,

- business model and processes, as well as

- customer base, suppliers, employees, third parties.

And for highmsked).i S. mod e often given than most businesses

aware of. For example, being involved in the oil/gas sectovn the EU
Since that means there is a good chance of running into the ownership
relations of sanctioned parties.

If businesses operate in such fields considered high risk, then the level of
Due Diligence expected is higher. They need talig deeper. This is often
called daEnhanced Due Diligenceeae (obligation).

Notleastdepending on the size of the transacti on, such

beyond what most businesses or even attorneys can provide using
standard procedures. Rather, special skills and access must be applied,
whether developedin-house or via external service providers.

Asking very well:

- Who are the owners behind the counterparty?

- Who controls the business?

- With which regimes are businesses aligned with?

- Is this target, source, client, or partner likely to become a
target of sanctions?

And it means to not just (1) run the immediate name of the partner
through sanctions lists, but (2) in addition

- consider potential problematic ownership structures, direct

and indirect,
- consider special types of sanctions that are not going by )
name, but by residency, type of position, U;

- look for red flags (suspicious indicators), such as
0 Suspiciousbehavior (according to details, such as
listed in the Red Flag Lists in Book Ill)
o Country sanction relatedregions, postcodes, cities,
telephone country prefixes, IP addresses, topne
domains, U
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Practical Applications of Applying GASTés
Diagonaly Running Distinctions

Thisd hot t er emws ir me siselimlegdimats opportunity. Out

of insecurity, many competitors will leave legitimate money on the table.

While some others will burn themselvesTrade compliance mastery as a

compeltitive advantage in the very best sense. And that starts by
adjusting oneés umdhe sehgejoinlghmahn @id/ nct i ons
SpencerBrown), as applied under the GAST Intelligence Approach. Since

otherwise if doing business as usual while markets shift towards Cold

Warlike and similar geopolitical setthgs, one loses in two out of four

constellations!

PerspectivesDuring Four Types of Business Constellations
the Pure Facts:

Actor/Deal A Actor/Deal B
(4good i mpres(sd @mmgmyressi on
according to old glasses according to old glasses

Actor/Deal C Actor/Deal D
(dgood i mpres(sammes) i mpres
according to old glasses according to old glasses

To use practically important problems related to sanctions compliance:

- Theabovedgood impressionaoudbeses (A and C)
existing, important, long time corporate customers that
have no direct relationwithanyd s anct i ongWhattount r y e
countries are as such adsanctionedeae is itself not a
sounds, since only a hand full of less important countries or
regions ar e acompr e hRussig,iforel ya sanctioned.
example, is even now not completely sanctioned. Rather,
only certain actors and transactions are sanctionej.
- Above B and D could be e.g. corporations that are either
from &sanctioned countriese that in reality are o
sanctioned, while a lot of business is still legitimate and
100% compliant. Or these corporations might be on
sanctions lists that rule out only some, nonrelevant
transactions. Or they might be legitimate businesspeople,
whomake a Western corporation purely &nervouseae beca
they have no feeling for the country and the actors there.
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If businessd on et tahdegiurstgl asses properly (such as many of oneée
competitors once markets become ever more geopolitical), the effect can
be visualized as follows:

Perceptions and Resulting Actions
Based on Business as Usudtationale

[Distinction of the Business as Usual Rationale]
I
Actor/Deal A | Actor/Deal B

(8good i mpi es(Sd@mes) i mpres
according to old qlassesI according to old glasses

Actor/Deal C Actor/Deal/D
(d4good i mpfes(Sa@omers) i mpres
according to old glassesy according to old glasses

1
|
1
awe know them since years, 1 aStay away!
and they are from a 1 Such actors/deals are too
non-sanctioned country A [/ a:o od! & ri sky! e

If we now applythe proper Distinction, that runs diagonal to the old once,
it turns out that A and B are good clients/deals, while C and D are not:

Perceptions and Resulting Actions S

Based on Fitting New Compliance Rationale: @

§.
8Enhanced Due Diligence &on
Letés continuetstart I h

Ry

8'

Actor/Deal A Actor/Deal B >
(d&good i mpresSadpmes) i mpr%es

according to old glasses according to old glasses N

N

)

G ————————————————————————————

3

<

E.

%

Actor/Deal C Actor/Deal D P
(dgood i mpres(sa@omes) i mpmes

; . @

according to old glasses according to old glasses ‘%

§.

D

~,

dEnhanced Due Di INongCemplast aé‘\%na
Stop/Donét start bu%/n

9
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Thus, the business as usual behavior creates two fails out of four
constellations:

Result of Applying the Business As Usual
Distinction Instead of OurDiagonal Distinction

Fail 2 out of 4.
No fail: walking away from
Doing the a legitimate,

right business compliant, and
sustalinably profitable

good deal

No fail:
Donet doi 1
wrong business

Fail 1 out of 4.
burning oneself with
a non-identified

bad actor/deal

—————— e ——————

One fail causes severe problems with sanctiongauthorities or courts

(reqularly years latey.
The other one leaveslegitimate good money (relations/accounts) on the
table: Lost opportunity for suchanond geopol i ti cal compliance savvyee

business Which brings us straight to our offensive strategies for
geopolitically driven markets.
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The Offensive Strategies:
Thriving During the Decade(s) of the
U.S:China Competition

Historically, these periodically coming times of geopolitical turmoil offer
the foundation for the business success of a lifetime. Even the
establishing of private empires. As (a) expansion of existing businesses
or (b) buildup of new businesses. Based owffensive strategies.

Offensive strategies (related to the Risks/Opportunities laid out in Part V
of this Book) can look like the following:

Identifying and utilizing trends and swings:

- Benefitting by Better Understanding the OneDirectional
Geopolitical/Geoeconomic Trends

In the short and long-term, benefiting from e.g.

0 better and quicker anticipating geopolitically triggered
market movements, such as triggered by geopolitically
driven economic relation actions, like

A Economic security pacts (such as the Mineral
Security Partnership)

A Strategically driven Free Trade Agreements

A De facto or de jure cancellation of old trade
agreements

A CoComlike export control alliances

A Sanctions

0 industry policies, pouringbillions of dollar into
industries, based on National Security (at times
disguised by moral reasons, such as climate change
policies)

o reshoring efforts

0 anticipating shifting consumer preferences, driven by
Cold War sentiments and related threat pictures

- Making a Killing by Utilizing Swing Events

Inthemid-andlongt er m, benefiting from aSwing Eventsa, where
sanctions vs. key corporations, whole sectors, or entire countries
get lifted. Having related awareness, sketching scenarios, and
then monitoring and reading the signs, will enable some
businesses to be quicker in utilizing newly legal business. Be it
directly, or via financial markets moves (equity, commaodities,

derivates, bonds, currency markets, U). While this re:q
(as described in this Book &eries), it can enable a
killinge, i.e. exceptional profits

And d o n é t Thisf is mejtieet illegal nor immoral or
unpatriotic, since when theU. S . (or European, U) government (s)
decide to lift these sanctions, it is not randomor against their
nati oneés utiimtmes likesthese s&ving very central
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foreign policy, geoeconomic, and National Security purposes.
The Western governments then want their businesses to move
in. But it is not their job to do the job of every business, by
knocking at their doors to discuss opportunities!

For example:

0 Venezuela Now?!
At the time of the writing, the U.S. is showing signs of
easing oil sanctions vs. Venezuela. Watch closely how
the OFAC* is issuing General Licenses regarding oil and
gold sectors, while the two governments are

negotiating. There might be &structural s wi

lasting swings, behind it. Considering that the U.S. wants
to regain a better position in its Western Hemisphee &
and in the global energy markets.

0 Russia Eventually?!
Being quick in case the relation between the West/U.S.
and Russia gets better again. Considering (a) the long
term alignment of the Vital National Interests of both the
West and Russia to stop China from becoming Eurasia's
master, and (b) the growing needof the West for
strategic raw materials/energy and the need for Russia
tosellthemabut for mar ket prices, not
pri ces a Farthermohej India (a clear geopolitical
balancer against China) is a key power of the 2020s and
beyond that, both the West and Russia want to keep
close. Whereas India is very clear and setbnfident in
communicating the following point towards both the
West and Russiad and acting accordingly: India wants
them both as not only economic partners but as
geopolitical partners in balancing against China. And
that India will neither abandon the West for Russia nor

RussiafortheWestin t he | ong run, the atriple

of WestIndia-Russia to balance against a new

superpower Communist China is another geopolitical

force to consider.

Thus, as long as Europe's defense/security can be

ensured (credible defense, solution regarding
Ukraine, U), an eventual reconcil
something to considerwellNot a agi findelyae, but de
a possible scenario (even likelyn the long run).

Being prepared and quicker in the months, weeks, days

such a process unfolds will make a real difference for

some.

These geopolitical moves are, however, strategies and related market
effects that cannot be explained or understood through the lens of

economics and globalization. In the case of geopolitical rivalries, such
strategies serve deeper (grand) strate@i objectivessuch as

- constraining,

- containment,

- internal pressure building,
- denial, and/or

2 The leading U.S. sanctions agency: Office of Foreign Assets Control
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- deterrence.
Or the reversing of partnerships.

(We will systematically look into such strategic objectives relevant for the
2020s in Book Il, as well as hereunder in Book | to a certain degree in
the scenarios related chapter.)

Example of How theWese s
Cycling Back toRealism Is Creating
Structural Shifts in Industrial (High Tech) Landscapes

This focus on opportunities creates a good context for a practical example

of applying our Leitdifferenztoo. Se mi conduct or (&achipeae) designers and
manufactures are partially moving their manufacturing capacities (back)

into the West (U.S. and Europe)Ve can use thistrend as an examplefor

applying our Leitdifferenz as follows:

When assessins uch strategic amovandaskimck into the West &
what one can learn fromthem, the raw facts about what trigges such
moves could be summarized as follows:

Observing Pure Facts:

The context of there-investmens in the West

Profit interests West vs. China
geopolitics

Domesticpolitical goals
(high value jobs.secure
supply chain fordomestic

indus)try, U

ESG goals
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If we now apply the rationale that still most observers apply (at least
openly and via news cycles), their rationality based distinctions tend to
create the following perceptions:

Information Created in the Eyes of Those Who
Follow Certain (for Our Purposepistracting
Distinctions Used by Daily News

The Context of there-investments in the West

[ldealistic Rationaé of the Age of Globalization]

. I .
Profit interests | West vs. China
| geopolitics

1
Domesticpolitical goals |
(high value jobs,secure
supply chain for domestig

indus)tr ,
ESG goals

W

AaTriggers f

oa S amee diiesatl 1
| (reenforced by pure

1 episodic everts such

I asthe Covid supply
chainc r i si s

If we now apply our Leitdifferenz instead, the simplified but still telling
result would be visualized as followsa as | suspect much closer to reality

Information Created by Our Leitdifferenz

The Context of there-investments in the West

aWhat act umkidgbred the dealb | ¢
Whereas all three reasons hadto b@ r e s e I

Profit interests et \West vs. China

geopolitics

Domesticpolitical goals By
(high value jobs,secure g
supply chain for domestic g
indus)try, U =
I----------------------Sj’
ESG goals N
®
2
3
o . )

AESG /s an wel come

But a mere side effecte

Note: Based on that Leitdifferenz, the supply chain issues caused by
Covid have been a mere catalyst within the West vs. China, not a cause.
This is a key difference, since in the end, the Covid crisis did not even
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make the difference: In such geopolitical setups, some catalyst episodes

that further increase the split always occur. In whatever form. To speak in

the | anguage of Luhmannés System Theory: The Covid sup
West vs. China (or soon maybe a Taiwarrd s i s, &&ormeea ¢ h a't

realized it Mediume wdft hti me t hiev al ry. The problem in daily
news cycles being that Forms are tangible and talked about, not the

Mediums above and behind such popping up Forms.

Which directly brings us to our working typothesis A de facto (new) Cold
War wunfol dingU
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The Bo ok oSiegrHypetlsesis W
A New Type of Cold War Is Unfolding
and Challenging PostCold War
Ideas of Businesspersons

"At WTO, growing disregard for trade rules
shows world is fragmenting

U aReuters is headliningit, citing trade experts about the WTQJ

“"[ U] teetering o abyss of irrelevance"”
They are spot on.Indeed, thepost-Cold Warorder has already started to

fall apart. And there is an identifiable geopolitical logic behind it. One

that is growing and now becoming stronger than all other determining

forces. Which allows to make certain assessments with regard to the most

likely direction we are heading towards. Although many still lack clarity

or frankness about it.

However,our proven models point towards a clear geopolitical pattern
and resulting reshuffling. Andas promised,| spare us the wishful thinking,
diplomatic circumscriptions, and restraints ohcademicformality:

The Rubicon has been crossed.
Step by step globalization (as we know it)
/s getting replaced by a U.S. vs. China Cold War and its blocs.

Whereas this evolving New Cold War will most likely not end all (d)ade
between China and the WestAnd it will certainly not end (b)global trade
and the importance thereof. But definitely reshape both.

Overall, thisnew type of Cold Wars unfolding in partly similar, and partly

different, waysthan the last one.(One might alternatively call it Strategic

Rivalry or Strategic Competition, depending on the emphasis of

characteristicsad and the avoidance of such. But that is a matter of

semantics, since there are neither aperfect definitions
dperfedéetnidi one fit to always unique complexities.)

With market erupting sanction strategiesand related export controls as
well as fariffs and industry policies as a central componenton the U.S.
side of the game Whereas sanctions (and to a lesser degree export
controls) are those tools that directly affect most international businesses.
They cannot be ignored, even when only a minor part of e.g. Chinese
companies are targeted (as of nowd something that is likely to change
over time).

Thus, the legal risk environment is becoming significantly more
challenging for most international businesses. Sanctions during a period
of globalization are one thing. Sanctions during years of geopolitical
rivalry are a different one.Thus, he practical vitality of this trend is not
to be underestimated: Not understanding how the U.S. applies
geoeconomic instruments acrosorders was even dangerous during the
(long past) height of globalization.

% https://www.reuters.com/business/wtegrowing-disregard-trade-
rules-showsworld-is-fragmenting-2023 -10-02/
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- Backthen, in the early 2000s, some Swiss and Chinese banks
even died, thanks to their flawed perception of"we can do
whatever works in our country.

- Some other banks in Europe have been slow to learn during the
2010s. It brought them dangerous stigmata,billions in penalties
(one European bank alone 8.97 billion USD), and painful internal
changes.

Now we are at the beginning(!) of a new regeopolitization of markets. In
practical terms, sanctions compliance in the 2000s/2010s wasmportant
in international businessa to some In the 2020s it will be vita/ato most

Furthermore, as a result of there-geopolitization, even from a purely legal
perspective, U.S. sanctions (and export controls) law and policies cannot
be understood without a sharp eye on geopolitics. And related "National
(Security) Interests". This being an official position of the authorities. The
publicly stated mission of OFAC clearly makes the point [highlights by
myself]:

"The Office of Foreign Assets Control ("OFAC") of the U.S. Department

of the Treasury administers and enforces economic and trade sanctions

based on U.S foreign policy and national securitygoals against

targeted foreign countries and regimes, terrorists, international

narcotics traffickers, those engaged in activities related to the

proliferation of weapons of mass destruction, and othethreats to the

national security, foreign policy, oreconomy f t he Un#ted States. &

However, this goes further, as | can confirm from practical experience. But
even more important is what the true insiders can teach. Such d3avid
Peymari’ & someone who understands this more than most others
[highlights again by myself]:

d[/U] first step is understanding our | aws and having ex
how to meet those regulatory requirements.

[ U] second step is to take a step back and to understanc
are foreign policy tool, intended to achieve foreign policy objectives. So
/t's not necessarily enough to be compliantvith the letter of the law. It's
not enough perhaps in terms of your risk analysis and the health of
your business for thelong-term to only be concerned with the letter of
the law. It's important to understand where U.S. policy is todaynd
whereitsgoingi n t he® future. &

% https://ofac.treasury.gov/

27 This insight provided by Peyman for how businesses should look at
U.S. sanctions, carries legal and factual weight: Not only was he a U.S.
prosecutor, but (at the time of above speech) he led theDffice of
Economic Sanctions Policy and Implementatioand the Office of Threat
Finance Countermeasurest the U.S. Department of Stateln addition,
he like few understands sanctions compliance programs of financial
giants, having led the sanctions compliance for BlackRock the world’s
largest asset management firm. He had served with BlackRock, Inc. as
Global Head of Sanctions. Running a sanctions compliance framework
for over $6 trillion in assets under management and offices in 30
countries.

2 David Peyman at the Foundation for Defense of Democracies, March
9, 2020. See transcript under:
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Beyond this legal/compliance function, there is a much broader set of
related risks and opportunities resulting from geopolitical market effects
to be identified and managed (well). Whereas the U.S. is just catching up
with this geopolitical trade behavior: Since the late 2010s, we are at the
beginning of the second player (U.S.) entering the match that the first one
(China) has played alone, the & 30 years.

- Due to the geopolitical situation, from the 1990s to the mid-
2010s, the West had widely stopped pursuing and manipulating
trade policies according to National Security and geopolitics.
(With exceptions.)

- Communist China, on the other hand, has never stopped using
market influence as a weapon. AsHis Excellencyfmr. U.S.
Ambassador Robert D. Blackwill put itso eloquently: China is
letting Philippine vegetables rod in Chinese ports, or making
Chinese buyers shift away from Japanese cars, whenever it wants
to force its geopolitical will on such nations?®

In all more likely scenarios, these New Cold War developments will trigger
seismic shifts in business environments and calculations. That in turn will
erupt business perspectives, models, and operations.

Obviously, geogpolitics are back and even the most influential
corporations start to feel the new pecking order of interests harshly:

"Apple is discovering that
geaopolitics drive business modelsi not the other way arourd'®

Whereas despite the increased market interventions of governments to
pursue geopolitical goals, every business will still be responsible for its
own future. Under geopolitical pressure, most Western governments
usually don't pick the winners, but rather syport and utilize those that

position themselves well. (It just appears often as if governments had

dpicked winnersea arbitrarily. I n reality, regarding

thesegovernments tend t o téphave kogtioteh ose busi nesses
themseles fitting to those necessities. The same goes for sectors and

technologies, where we will increasingly see that the related support will

be aligned with geopolitical interests, not the other way around. As will

be shown.)

The Managerial Issue of Seeing the World
Through PostCold War Glasses

But notwithstanding the now obvious return of great power logics, when
trying to understand the future of their market environments most
businesses still apply the economic lens only. Of course businesses now

https://www.fdd.org/events/2020/03/09/us -governmentsanctions
priorities-and-approachin-2020/

29 At a discussion of the Council on Foreign Relations (CFR). His
Excellency fmr. U.S. Ambassador H.E. Robert D. Blackwill is a member of
the CFR and an expert on U.S. geoeconomics:
https://www.youtube.com/watch?v=gZBzEyNmJoc&t=872s

30 Matt Turpin in the NYT. The U.S. Army veteran and academic Turpin
servedasthelU. S. National Security Council és Director
Senior Aavisor on China to the Secretary of Commerc8haping U.S.
policies on countering China in the economic sphere. Turpin is with the
Hoover Institution as well as a Palantir Technologies senior advisor.
https://www.nytimes.com/2022/11/07/business/apple -chinaymtc.html
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dAknowa that dwe |live in geopolitical ti mesee. Neverthel
analyzes the assessments and projections of various businesses, one still

sees the handwriting of economic worldviewsa that less and less rule

the central strategies of competing powers.

U.S:China Summit in November 2023.
(Picture from a White House video.)

Like during the last Cold War, (bilateral) diplomacy between the
strategically competing world powers will be a central pillar in the efforts
to maintain peace.And like during the last Cold War, at times (such as at
the time of writing), these two powers will temporarily feel forced to put
their gri evanc e sto fiisbsolve lmmmediate domesticoo r d e r
foreign goals and tactics.But competitive pauses.agreements and the
(critical and hopefully successful) avoidance of military confrontatiorn
not remove the structurally driven and growing issue of a geopolitical
rivalry. As a result, the rationality that dominates thegeopolitical players
will increasingly be driven by power scenarios and calculationgnd much
less by (free trade/globalization)economic calculations.

Furthermore, most businesses and managers (for understandable
reasons) focus on calculations about effects on the next few months and
years. Rarely beyond five or more years. On the other hand, those who
shape geopolitical grand strategies, who increasinglhave the driver seat
(such as the U.S. National Security Community), thildng-term. Again
changing the calculations @ and thus the actions they actually do
influence.

The point being: There are increasingly deeper drivers behind
(geo)economic tools. These are geopolitical drivers calculated by
geopolitical actors applying other (legitimate and necessary) rationales
than (shortterm) economic rationales.

What this applying of the wrong glasses does to businesses is

- It prevents from understanding trends and anticipating
consequences. Example:

0O BeforeTr ump: 4Gl obalization and quick profits defi
Americaes strategies towards the world. WT O, tr
borders without effects,U is the highest goal . e

Wrong. Rather: It depends. Once geopolitics shift,
America shifts too & after a process of learning and
adapting. As will be shown. Trump was just the loud
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president who trumpeted it in ways clear enough to
everyone.

- And it prevents from better interpreting present events and
situations. Example:
O DuringTr ump: aThis is crazy. This is Trump and wil

change once Trump i s gone. a&
Wrong again. There is a logic beyond Trump behind the

turn in Americaés path. A turn not against athe
and certainly not against trade or Americaées all
turn against & seen from the U.S. logics a dangerous

rival that asymmetrically benefiéd from globalization

and open policies. It is a certain geopolitical logic

ensuring that America is not becoming a victim and

declining. A (legitimate) logic of defense.

The same goes f difthepunderstard,aées al | i es

stay even closer to the U.S. during times of geopolitical

adaptations, and adapt themselves.

Whereas the most important thing from a practical business perspective
is the following:

- 4Seeinga in hindsight is one thing. (Better interpre
is important.)

- But what is even more important: The right glasses have
provided the above proper answersprior to these events. Not in
detail (that is impossible), but directional. And once the events
unfold, the proper glasses ensure a much quicker and better
clarity to jump on the right train & while others are dazed by all
kinds of different interpretations. Ard mostly trust the ones
offered by the old glasses: Their posiCold War sunglassesa
popular and fancy looking, but made for the hot beach days of
post-Cold Warbusiness.

The Problem of Switching Rationalities

Indeed, it is difficult to zoom out of one's own rationalities and

worldviews and "switch" to other rationalities and worldviews. Inthe

usualrestaurants, golf/country clubsf r a t e r gou tan leear capable

business tycoons trying to convince themselves and others that certain

geopolitical or geoeconomic actions or shifts will not happert? "They

would never do this U they canét U this would cost too
considering the gegpolitical costs and benefits of actions and noractions

and how these variables are factored in. By the actual geopolitical power

centers that apply these tools.

Then such businesswomen and businessmen are surprised again and
again about decisions and developments. Having miscalculated how
great power machines calculateghe/r moves based ontheir rationalities

during such geopolitical times. Thus, weeks later, you hear the same

3 Thereby, lusuallld onét get i nt o bdtjusgthsere di scussi onsaea
(well) with an expressionless face. Particularly if | recognize that they are

currently not ready for other news or assessments (i.e.
hear anything else).Unless they are clients or real friends then |

consider it necessary to perform the devileées advocate fU
first page of the next chapter aRevealing the Underl ying

about the deeper mantra behind this attitude.)
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captains of industry blustering about where the world is heading, or how
stupid this and that move by this and that geopolitical actor would have

been. Which mightor might not be the case. Based on the rationa

applied. But what is more important than such arguments are:
Geopolitical actions are taken during geopolitical times. And change
markets often in structural proportions. You either accept it, prepare, and
benefit & or suffer ever higher states of blood pressure. To say the least.

Having the clarity about the historic turning point towards the
development of a de facto Cold War,that we have already crossed
remains a challenge for many (savvy) business minds. Something we will
help overcome by navigating through a sea of noise, via a map focused
on the essentials behind this great power rivalry.

It Is aManagerial Issuethat Hurts & or Helps

Thus, he 2020s start to create an exceptional complexity problem for
businesses and lawyers alike, since these years merge (a) dynamic
geopolitics with (b) unique (American/Western) National Security
strategies and (c) little known but complicated laws and regaitions.

To name one key aspect of the challenge: No U.S. sanctions or National
Securityrelated industry policy (law) can be anticipated or interpretedn
practically helpful ways without a basic feel for U.S. National Security
(Law) and U.S. National Security actors. And none of the former and the
latter can be tackled /in practically helpful ways without grasping the
geopolitical stage driving these institutions and players. Similar relations
can be identified with regard to EU sanctions and industry policy laws
(although with key differences as we will seg.

Now, if businesspeopl e gefibettsrthantheir s, managers, U) can
competitors in linking the interplay between (1) the global geopolitical

landscape, (2) the National Security options and strategies of the U-&d

West, and (3) trade policies and law, they can tap a rare potential to

outmaneuver their markets or peer competitorsFor example, like back

in the old Cold War, in affected markets, those who understand

geoeconomic platforms like CoCon¥ (special export control alliances)

2CoComUCoordinating Committee for Multilateral Export Cc
A Western Cold War organizatiorthat existed from 1949 to 1994, and

was led by the United States. It had the goal of most effectively limiting

exports of strategic relevance to the Eastern Bloc. Not only the NATO

bloc and Pacific allies Japan and Australia but alsd We-leaning

neutralse&e | i ke Austria sided with the CoCom and its enf
networks: which provided them access to modern technology. Enabling

them to not remain on the technologically low level oftruly bloc free

nations like Yugosiavia or Albaniaduring the Cold War.

It covered among others items like electronics, aerospace tech, and

special materials. And was mainly based on (a) the coordination of

export policies (content alignment and preventing loopholes); (b) export

lists (items requiring specific authorization fo certain exports); and (c)

enforcement support (information sharing and monitoring).

After the Cold War, other export control mechanisms, such as national

export regimes and the Wassenaar Arrangementucceeded the CoCom;

but have never reached the strategic Cold War character of the CoCom.

(The &Wassenaar Arrangement on Export Controls for Conve
ArmsandDualUs e Goods and Technol ogies&a was established in 19
in Wassenaar, Netherlands.)
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and their logics better than peer competitors can benefit substantially.
The same can be said with regard to the effects of new economic bloc
warfare tools to be expected: From Supply chain coalition$ (tailored
trade systems to reduce dependence on adversaries) tocbllective
resilience alliance’s(economic defense pacts, that trigger joint economic
actions in case of economic attacks). And the same goes for being
relatively better in anticipating and/or managing decoupling tools, like
sanctions and expot controls.

Thus, not just uncomfortable risks, but also substantial opportunities, are
waiting.

In International Business, Existential Threats
Meet Exceptional Opportunities

The opportunities will belong to those nations and private actors who are
better positioned, informed, connecteda and act on it. While knowing
how to stay legally in the minefields of geopolitical trade laws.

International trade in general will not lose its importance. As before, it
will just increasingly be channeled through and facilitated by a group of
relevant geopolitical actors, hubs, companies, financial institutions, and
professionals that can stand theheat & and feel comfortable there. Thanks
to the right skills, insights & and mindset

Traditionally, international business is not suitable for everyone. Prior to

the long gone height of globalization, it was the norm that one needed

insights, skills, and relations that only some in a given sector possessed.

A norm that is reemerging. The Istorically unique and short period where

it was sustainable (thus: beyond gambling) to just order the cheapest

product from wherever is over. The same goes for marketing one's

outputs globally, with little differentiation. Nations and their

characteristic dagaindmatter a | ot . Il dealistically ignoring that (&
want the sameaa; ait is all about numberse; &awe are one
almost certainly guarantee failure.

And like before, this smaller share ofinternationally capable actorsand
hubs will benefit even more. After all, less transparent, more dynamic
markets translate into higher margins and larger market shares for that
part of a peer group that can handle it. This being true for

- the producers (who need to source inputs and sell outputs
across borders),

- the investors (lender s, sharehol der s, bondhol der s, U)
- the intermediaries (hubs, merchants, traders, and brokers,
l ogisticians, | awyer s, invest ment, and commerci al b

and finally

- the consultants and intelligenceproviders specialized on the
related topics.

Whilesofarn o f or mall or official efforts exist to reestablish
CoComé, it is our assessment that in our most | ikely Sce
(see end of Intro)asimilard t ough Col d bWaex@ert We st er n

systemshould be expectedto reemerge. Initially more informally We

can already see the proto structures emergingl
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On the other hand, those other businesses that are primarilyationally
ariented can benefit too: from quicker and better grasping the
geopolitically driven national structural shifts to unfold.

Via certain processes, we will help to supportgetting a better feel for
these trends and the forces behind them Something thathowever first
of all requires to shift perspectivesaway from the logics of globalization
a and instead applying the logics of the most relevant forces.

The U.S. National Security Players and Their Core Imperative:
Vital National Security

Bosi ness

The markets of the -g0R0Osi ar redeaet Fuem &
) as a

perspective, they s h onaliodal securitizede.d er st o
Geopolitics is the framework and board. But as a business, the actual

focus should be on the logics, perceptions, and actions of those key

players that influence one's markets; via regulations, expectations, and

other geopolitical actions. And with regad to geopolitical markets and

regulations, for most businesses around the globe the player to watch

and adhere to is the U.S. That is, thel.S. National Security Statén White

House, Intelligence, Defense), its related economic and foreign affairs

g
d

departments and agencies (Department of St at e, OFAC, U)

National Security Communitythey are embedded in (esp. the U.S.
Congress and the leading think tanks).

With a lag, under our most likely scenarios, the National Security Systems
of (at least mos}¥ other Western powers will follow the American path.
(France, e.g. being the only European power thatight try to go its own
path & which even then would not change the course of the other
European powers to watch most (Germany, UK, Poland). The latter being
committed to side with the U.S. in this global challenge.) Whereabese

allies wildl follow the U.S. not because they would be

not). But because staying on the American sides becoming the by far
best option for them (@) in the long run and (b) under the realistic options
existing in the real world, not some ideal utopia: Both the U.S. and its

gl obal allies are increasingly -seeing a choice between

wi na (§)oriamt ndeost h e rl voisdédhe hfliesveould try to
master ever moreopposition, instability, and threats in theworld on their
own).

Thus, during these geopolitical years/decades, it is about these allied
National Security machines, under American leadership. It is about

- theirlogic (vital geopolitical interests at stake),

- their perception (growing China threat), and

- their tools and strategies (sanctions, export controls, naval
operations, U).

Not that the threat to the position of the U.S. and the Free World system
it enables would merely be a matter of perception. It is real. Nevertheless,
the art of quicker and better understanding geopolitical influences on
one's markets and business modelcxomes from: Asking what actions

(policies, i mpl ementation, enf orcement) subjectively
themsel vesae to the mo st rel evant Western Nati onal Secu

Systems that, like all human systems, are (at the same timejpsed(their
memories, perceptimal logics, and decision rationalitiesgnd gpen(being
affected by what they observe in, and receive from, their environments).
As Systems Theory will help us to reflect.
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Thus, we should continue our introduction by getting an initia
understanding about these threat and countelogics.
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How (Primarily) Geopolitical Defense and
(Secondarily) National Economic Objectives
Drive a U.SlLed West to Counter Communist China

To grasp the directions ahead,it is key for international businesses to
first fully understand the related China threat picture that has
consolidated itself in the center of American geopolitics. Since this threat
perception will drive necessary American countermeasures. And will do
so tenaciously. All these U.S. countermeasures, in tandem with further
actions from China, will rekuffle global trade and wealth.

I n order to consider Chinamt¢hemextsi ti on too (while as out
chapter not being able to do this in detail), we start with a summary of

Chinaés counter argument s. For those who use hereunder
deviles advocate role, this is basically the devilés ad

advocateU

The Devilés Advocate for the Devilés Advocate

When China is confronted by the recen€China threatclaims of the U.S., it
counters with arguments like the following:

- Peace
China claims to be peaceful and to have peaceful intentioranly.

- NonInterference and Sovereignty
China emphasizesn public that the sovereignty of all nations
and their governments should be respected[Something that, by
the way, would centrally contradict Marxisi_eninist worldviews
and schemes.]
And based on that claim, China insists that it may do as it pleases
inside its own country or with regard to its own businesses, laws,
and regulations.

- Engagement
China promulgates having a desire foproductive international
relations based on dialogue and cooperation in matters of
business and diplomacy.

- Opposition to U.S. Hegemony
China sees the U.S. holding an unhealthy global hegemony that
wouldhaveno f ut ur e. I nstead, China calls for a abetter mi
w o r |[Tdaddn effect stays contrary tokey principles of the Free
World Order the U.S. promotes and enables since the end of
World War I}

- WinWin

China proclaimsto | ook for f-wirmscodpd@mwatni onae vi a
trade and its strategies, such as the Belt and Road Initiative (BRI).

However, the center of American geopolitical power and National Security
perceives these matters very differently.
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Eyes on Communist China

Now the National Security perception in the West is that growing
number of nations work on dismantling the post-Cold War order, and
possibly even replacing the whole Free World Order, that enabled the life
and structure known after World War 2.

And amongthosedA new wor | d qondpowerislmth capabls e
and willing to actually realize this "different world". Communist China.
One might agree or disagree withsuch anassessmenti but what matters

for our purpose is the realization in the U.S. power centers, that this is a
confirmed fact. Or better: The one top priority confirmed'threat fact' to
focus on in geopolitics and trade, in the years ahead

In the words of the leadership of the U.S. Intelligence Community in 2023:

g Uperhaps needl ess to say, dtuhieh Peopl eés Republic of Chi
Is Increasingly challenging the United States economically,
technologically, politically, and militarily around the world& remains
our unparalleled priority. [ U]

To ful fill Xi és issmérensinglydomvincedrfestrit, t he CCP
can only do so at the expense of U.S. power and influencand by using
coordinated, wholeof-government tools to demonstrate strength and
compel neighbors to acquiesce to its preferences, including its land,
sea, and air claims in the region and its assertions of sovereignty over
Taiwan.

[ U] the CCP represents both the |/ eading and most conseaq!
to U.S. national security and leadership globally and its intelligenee
specific ambitions and capabilities make it for us our most serious and
consequential Jntelligence rival. &

Director of National Intelligence Avril Haines

)

g . e EEm
ot weAy Ko DIR A =

The five leading U.S. intelligence director®irector of National
Intelligence Avril Haineg(lady in the front) as the central head of the
U.S. Intelligence Community, flanked by the leaders of NSA, FBI, CIA,

and the Defense Intelligence AgencyTestifying before the Senate
Intelligence Committee orthe biggest threats to the U.S On March8,
2023 (full testimony on GSpan)3

3 Chinese Communist Party.
Shttps://www.c-span.org/video/?526327 -1/us-intelligence-directors-
testify-global-threats

And the citations from Avril Haines under:
https://www.dni.gov/index.php/newsroom/congressional
testimonies/congressionaitestimonies-2023/3685 -dni-hainesopening-
statementon-the-2023 -annuakthreat-assessmentof-the-u-s-
intelligence-community
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Thus, rot least thanks to the U.S.National SecuritySystem, within the
power centers of the West (below the radar of daily news), something
very serious started to be recognized: The Westsuddenly' faces a
Communist challenger( t h e C C Pmwuh nfeicapable, stronger,
and smarter, than the Soviet Communists have ever beefhe USSR never
had the truly global reach, depth, shrewdness, and power Communist
China is developing.

- And the Chinese Communists consider the Soviet Communists
as utterly inferior compared to them; looking down at the
Soviets in general, other than Lenin and Stalin whom they tend
to admire. In fact, Chavaméessaoo nsi ders todayés Russi a
being on its own level Whereasin 2023 China has already
Started to change its maps & now including first Russian
territories in the east®® Something that should be considered
telling. A Russia with a small fraction of Chinaés g
economic power that is militarily bogged down in Europe could
eventually lose its far and rich east to a superpower Communist
China. And its national soereignty too, due to possible Chinese
campaigns (political corruption and information control) in
Russia, as we will see.

- Thus, this time the West faces the outlook of &Red Empire that
controls Eu@sia, including Russiand the Middle East And thus
the majority of the worldés future economic power
most of its population and vital resources.

Yes, this Red Empire has finally achieved to get the full attention of the

whol e spectrum among Americaés National Security &elite
thanks to a core of National Security and Realism avaigfardists who for

years have aannoyi a\nbthreat, psove witseed t o t he ev

A China Threat Picture Has Consolidated Itself
within the U.S. National SecuritBtate and Its Community

While Chapter 3 will provide a comprehensive Communist China threat
picture, we hereunder start with a China threat summary from the FBI
addressing American private actors:

"China’s efforts target businesses, academic institutions, researchers,
lawmakers, and the general public and will require a whoter-society
response. The government and the private sector must commit to
working together to better understand and counterh e t Pr eat . &

But this direct threat to firms and societies is just a fraction of the threat
reality that started to drive Americad and will soon see the whole West
following:

“[ U] Chi nese Cgaalisdorronsa entifeasupply chasns
and manipulate global anddomestic marketconditions.

% & T hRessian Foreign Ministry has rejected China's apparent claim of
ownership over a disputed islandthat has been a source of tension

bet ween Moscow and Beijing for decades. &
https://www.newsweek.com/russigbreaks silence-chinamap-disputed-
islands-1823983

% https://www.fbi.gov/investigate/counterintelligence/thechinathreat
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[ UBy far and away the greatest immediate and longerm threat to our
information, our innovation, and our national and economic security is
the one posed by the People's Republic of Chind™

And the current FBI Director Christopher Wray himself delivers the
bottom line threat message as clear as it gets:

adChi na I s e n ga-gtatekbffoit to bazome h o/ e
thewor | dés only superpowe¥ by any means necessary.

Hudson Insti FBI Director Wray at
= il ﬁ oo simnt the mﬂuentlgl

R Hudson Institute
ste @ Hudsonlnstiewe [ *Y que @ Hudsonlnsif think tank.

i m R (In front of a leading
National Security
academic, Walter
Mead.)

HudsonInstitute [ Hudsonlnstitute WM . .5 « @

» Judson Institute

Hudson [nstir Hudson Instli

Hudson Institute r

Whereas thanks to seismic shifts in global geopolitics, Communist China

gets closer to realizing these ambitions. Sincghe West and the world

order it had shaped turned from (1) being superior, secure, and globally

admired (for its freedoms, wealth, power,U the West's Cc
story), into (2) a shrinking bloc that gets increasingly challenged.

Now the alarm systems shrill inside Western power centers. Thereby
American National Security actors listen to Xi Jinping very welland start
sharing what they hear. So in an official FBI vide® from 2022, that is
meant to alarm the U.S. business community and population about the
Communist China threat. Therein offering insights in Xi's longerm
strategy. Showing him holding speeches in front of cadres, about:

"The eventualdemise of capitalismand the ultimate victory of socialism
will require a long historical processto reach completion.”

Whereas in order to avoid confusions what these applications of terms
like capitalism or socialism stand for, one should be realistic too:

%7 https://americanmilitarynews.com/2022/04/fbi-releasesmovie-on-
chinasplan-to-stealus-technology/

% Hudson Institute on Youtube: China's Attempt to Influence U.S.
Institutions: A Conversation with FBI Director Christopher Wray
https://www.youtube.com/watch?v=6MM2NEefW8&t=786s

¥4 U] ivMBeiiirg): The Plan for Global Market Dominatiosounds
the alarm[ U]  fbiigevichinathreatt o | ear n mor e. &
https://www.fbi.gov/video-repository/made-in-beijing-

030722.mp4/view
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Reading Key Terms and Goals of Communist China

(Warning to Some GooeHearted in the West:
The Totalitariand So ¢ i/Malxisreem of Communi st
Little to Do with Idealistic WesternDreams of Socialism)

While the democratic free markets West had ité so far & most
successful period in history during the last Cold War, China had its
steepest rise in history during the last 30 years thereafter. Driven by a
determined &aChinese c¢ omred litie aboat
Western sentiments. Such as human/individual rights, minorities, o
democracy. A leadership that has also rediscovered the thousands of
years old Chinese culture and wisdom. In that sense one has to rea
above terms:

Above "Capitalismi' is meant to cover all forms of private property and
free individualsbased markets, be it models from the "Western right"
("Reaganomics”) or "Western left" ("soci@lemocrats").

While above ‘Socialisni stands for a ruthless Communist Chineseg
version of control and power. Based on a core of Marxist believeg
(conveniently picked), ruthlessly applied via Leninist doctrines; adapte
to modern effectiveness: a(ab)u
( D d forget: The power players in the USSR or East Germany loved t
be &col de s toutsida ffor their Igoals:tSelleeg e.g. arms to
whomevera for the strategic and personal joy of receivingU.S. Dollars
Thenusingthese U.S.Dol ar s t o buy support

Never trust ideologically loaded people and their systems; be they from
the left, right, or religious fundamentalists.)

Restassured, the/ ast t hing this system
from Western or Russian §s.owhatg
dsuccess storiese would you 1ik
Marxists, they had successin terms of power and wealthad and it was
not based on softness or progressive humanism. Study what happene
t o dAprogressive intellectual sa
communi st br ot her s & wosatten horofic whatw
happened to t he camngnstffundtionariesicall thesas
souls that support them out of naive beliefs. (Starting with those whose
dAprogressive private |lifestyl ea
considered ahealthye or areliab

Recommended readon the new/old Chinese Communism and its
ambitions for the worl d: Aar on H
2022.

The line from this above FBI video is from a secret speech of Xi that he

held in the year he took over @&s
thus, one should not make the mi
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he ahijacked hihe orabispanytwowdade ivationd dr a t

less intelligent. They know exactly whom they have put in chargé for
another phase in history. Based ontherr rationality (we will assess this
shift back in China too).

Whereas it is interesting what else Xi said during the above speech:

a4 T h e r people who believe that communism is an unattainable
hope, or even that it is beyond hoping foid that communism is an
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i/l usion. ... Facts have repeatedl/y told us that Mar x

of the basic contradictions in capitalist society s not outdated, nor is
the historical materialist view thatcapitalism is bound to die out and
socialism is bound to win This is an inevitable trend in social and
historical development.

But the road is tortuous. ‘%

Xi and his Communist Party are people with a mission, will, and power.
Playing a very long game.

Thus, it is (again) ultimately about which model becomes more popular
in the world: Societies with free individuals/businesses. Or societies of
top-down ruled "red collectives"a where functionaries enter apartments
and tell people what (not) to do/say/weal/think and where (not) to go.
And that they (of course not the functionaries) have to sacrifice
themselves for the "higher good". (All that is now increasingly the case in
Chinaa again.)

And this is less and |l ess a aggeci al audi ence topice

Congressfor example,started to air these formerly secretChinese videos
in its hearings. Showing Xi in front of young cadres:

“"OMar xi sm i s not to be kept hidden in Books.
It was created in order to change the destiny of human history.
To adhere fo the ideals and beliefs of communists,

just | i ke Marx we must struggl!le for communism our

Or Xi taking an oath of senior officials who are joining the "clan of the
Marxist patricians”, and their access to national power and bureaucratic
wealth & which comes with certain strict mission goals and guidelines:

"It s my will to join the Communist Party of China,

an

in

ent |

guard Party secrets, fight *or communism through my

At the same ti me, it does no
Communi st China just &aquietly
hopeU

&, |l i ke some i

Doneét Underesti mate Communi st Chi na
Because of Internal Problems

China faces large structural problems. Such a$s demographics and a
lack of profitability across many sectors But the resulting internal
tensions are no guarantee for a quieter Communist China. Rather, they
might accelerate an aggressive focus on geopolitical winé in order to
both (a) legitimize and (b) extract resources via outside power, and
translate them nto internal wealth (e.g. via ever better terms of trade,
thanks to influence).

Furthermore, a large old population will not stop a weltorganized and
controlled authoritarian empire from leveraging its still potentially 100s

“YFromXi és secret seminal speech from 5 January 2013.

among others by the Hoover think tank:
https://www.hoover.org/research/reflectionsus-chinarelations-0

41 Shown and translated during a U.S. Congress (House) hearing in
February 2023. Airing these telling videos is paradigmatic for the new
bipartisan recognition and shift in the U.S.” political system. See the
videos during the testimonies in front of the U.SCongress:
https://selectcommitteeontheccp.house.gov/media/press
releases/pottingermcmasteryi-paul-witnesstestimony
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of million well educated, motivated and disciplined workers, economic

officers, soldiers, and sailorsas well as diplomatic officers. (Unlike many

other nations today) having the will and the perceived mission of bringing

their nation back to the top. Believing in and fighting for their nation-

state, not in a One World model. Able and willing to produce and deploy

ever more power in Asia and beyondLiving and acting as one collective

mass unit, driven by Marxism and nationalisniwher e t he &singleeae |ife
does not matter.

And working on leading the next technological revolution: Aldriven

systems. Which would enable them to not only create wealth superiority

(that powers translate into superior military power). But this time being

a technological revolution that can be usedto influence and damage

(demoralize, U) especially open (vulnerable) societies.
these days for acommunist society thanpouring gas into the radical

groups and internal divisions that exist today in democratic societies, via

the information space (social media, entertainment business, controlled

d&newsa outlets,U many targeting the easy to manipul ate

groups).

Empires existed and brought others to their knees with much less relative
power. Particularly, no other authoritarian regime in world history came
even near to the sheer powerin the economic sphere that China was able
to develop.

The key difference to any other authoritarian threat so far is the
combination of

- (a) close meshed controlled authoritarianism;

- (b) utmost economic power and supply chain dominance in many
areas;

- (c) global politicateconomic and informational reach (thanks to
a global system established by others);

- (d) high-tech capabilities (soon beyond imagination, think drones
and Al surveillance); and

- (e) currently @/mosty overwhelmed vulnerable open democratic
societies that just turned from unlimited global optimism into
guestioning the future of the world and democracy.

When did the U.S. and the Free World face such a structural, persistent,
and existential threat the last time? During theworstdays of the last Cold
War U.

America Realized that the West Did Not Win
the Struggle for Systemic Survival in 1991;
and So Started to Turn the Ship

In essence, according to this threat realization, the political system in
China did continue the old Soviet fightto eventually replace the Free
World order with a (Chinese Communist Party interpretation of a)
LeninistMarxist world. But has learned from the failure of the USSR, and
decided to use a much moresubtle and Sun Tzdlype long-term strategy.
Based on political warfare (with eventual military backing) and focused

on t he opponent se cultural characteristics that coul d
(openness, freedomt 0 abuy e v earitcdl Westerg spirit, amce | f
l ack of threat awareness) in order to adefeat capitalis
means and by (some) capitalistsee.

And indeed, for a while, autocrats running resourceful powers can
outsmart democratic systems by aggressively abusing this openness and
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freedom in the economic and informational spheres. However,
functioning democratic market societies based on Rule of Law and
individual rights, are economically, technologically, and militarilynore
effective? a n d ¢ a-$1 u @& wiig woegetitors in the long run. If (and
only iy these democratic market societies have the necessary resources,
self-confidence, awareness, and processes to defend themselves once
challenged by strong regimes with directed economies. The U.S. has such
a selfdefense capacity, thanks to its National Security Systenthis
system just needs time to recognize, understand, alert, mobilize, and
direct the nation. And that is what we are witnessing.

Accordingly, for those who had a Realist view on geopolitics similar to
the hereunder applied approach, it was not a surprise that the U.S.
initiated a phase of internal and external transition.

Among others, the U.S. Congressi a key player in U.S. grand strategy
development & has established a Committee on strategic competition
with China. A vehicle that speaks out what kind of threat Communist
China poses to the U.S. and the Western world. (While emphasizing that
the Chinese people themselves, or people of Chise heritage, are not
the problem.)

Thereby, the Committee's chairman, Mike Gallagher (Republican), made a
central point (in February 2023) with regard to the grand strategic shift
ahead. Highlighting why the U.S. and the West are in this phase of
dramatically changing coursed as a matter of systemic survival [my
highlights]:

"Thegreatest threat to the United Statesis the Chinese Communist
Party. The CCP continues to commit genocide, obscure the origins of
the coronavirus pandemic, steal hundreds dbillion of dollars worth of
American intellectual property, and threaten Taiwan. The Select
Committee on China will push back in bipartisan fashion before its too
late."#

and

" [ @'$ not a polite tennis match
This is anexistential struggle over what life will look like in the 21°"
century. [U] Therefore, we must [ earn from our mistakes
laughed at our naivety, while they took advantage of our good faith.
But that era of wishful thinking is over. “&

Being a young and ascending (Catholic) RepublicaBongressman and
U.S Marine Corps veteran with a (Georgetown University) PhD on the
Cold Wara a concept of strategic thinking that is returning. (Gallagher
might easily become U.S. President in some years. Thus | recommend
businesses to follow this politician's political pah and messagesa and
learn not only about him but a new and rising U.S. generation and
worldview on the conservative side.)

But donet make the mistake to think this is about Rep
Democrats. Rather apply our Leitdifferenzand see how in the field of

Vital National Interests vs. China Realism, not Idealism, is driving even

the Democrats. And since the latter currently hold the White House, it is

42 Responsibility/property resting with free thinking individuals, that
have the possibility and incentives to act innovative and economically
effective.

4 https://twitter.com/RepGallagher/status/1600856661492744193

4 https://www.youtube.com/watch?v=f7iLP6QWNeU&t=282s
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best to look at what they actually do as U.S. Administration, i.ethe
Executive Branch.

FIGHTING FOR A MORE

PROSPEROUS WISCONSIN
& A SECURE AMERICA

Left picture: U.S. Congress” Committee on China Chairman Gallagher,
Republican A good example for the American mastery in merging
geopolitics with geoeconomics and national wealth generatio for
itself and its allies.

Right picture: U.S. Trade RepresentativBpokesperson Adam Hodge
(Biden Administration, Democrats, showing that Democrats like
Republicans put the geopolitical future and wellbeing of America and
the Western world above abstract arules of globalizat

Released by the Biden Administration in October 2022, both the U.S.

National Security Strategy and the related U.S. National Defense Strategy

decl ar e d ddchivedecadéee h@s j ust begun. Relating it to China
as the single geopolitical power that is capable and willing to challenge

the global position of the U.S.

And even under such a Democrat Presiderthe U.S. is readyfo abandon
"pillars of globalization", such as the centrality and reach of the WT®.
In December 2022 this was made as clear as it gets publicly. Delivered
by the U.S. TradeRepresentative'sspokesperson Adam Hodge, showing
that the current administration is as determined to push back China as
the last one was:

"I Uthe WTO has no authorityto second-guess the ability of a WTO
Member to respond to a widerange of threats to its security."*®

And this "Biden following Trumpg' or even "Biden expanding Trump
strategies' (that only those who dorit understand the logic behind the
U.S-China rivalry can be surprised about) does not stop witlthe above
mentioned WTO issues Rather, much more of'Trump Administration
tools" vs. China will be seen in the remaining time of the"Biden
Administration". And any administration that follows. To deliver one more

4 The U.S., like some other powers, is thereby especially pointing at
l'imits of jurisdiction of the WTO a
exceptionseae (Articles XX, XXI, GATT
46 https://ustr.gov/about-us/policy-offices/pressoffice/press
releases/2022/december/statementustr-spokespersoradam-hodge
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telling and critical market example (we will discover many more across
the Book Serieg:

- Initially, among business circles it was discussed whether Biden
would not use "Trump's" ICT% tool, which can be utilized to
restrict IT products and services of identified adversaries\ de
facto "anti-Chind' National Security instrument the Trump
Administration had designed and created via Executive Order
13873.

- Inmy opinion, expecting that the Biden administration would not
use this (and other) vehicles against Chinese
companies/products was wishful thinking. And/or the all too
often existing overestimation of the relevance of political party
programs and a Presdent's personality or slogans. And indeed,
the opposite has happened: The responsible Department of
Commerce (its BIS agency) is further developing and using
"Trumps" ICTS toold under the Biden Administration.

All clear signals of a broader strategy that finds itself not only mirrored
in the related tariffs but especially in other de factoanti-WTO and anti
globalization moves d Biden. Especially:

- The Chips and Science Act,
and (even more so)
- the Inflation Reduction Act.

Strong pro American, but also indirectly pro U.S. allies, moves to
turnaround the postCol d War mantra of amove

al | manuf ac

Chinae. (We will cover these policies in Book

Bottom line:

Rest assured that the one thing where Republicans and Democrats are
ever moreunitedis the direction and continuity of countering Communist
China. This, among others, can be observed across administrations
(Trump, Biden), as well as across the two policy developing government
branches (Executive and LegislatonAnd Ameri caés i nd

these moves. From General Electric to Intel.

This is bipartisan. This is Americarf oo American and grand strategic to
be divided in the actua/marching direction, beyond partisan chatte With

Communist China becoming a vital threat, America igallving under the
flag. (While still feeling free to disagree within the space of the
geopolitically non-vital.)

The main point for businesses around the globe beingDonét [ et
be confused by partisan talka i.e. 90% of daily news. Once the U.S. is
geopolitically threatened, the overall direction is driven by Vital National

Interests.

The implications of what the coming years will bring are beyond what
many Western businesses are yet prepared tdaccept’ mentally. To
borrow the words of Navy Admiral Charles Richard, the U.S. Strategic
Command'scommander when he addressed the need to prepare for the
worst with regard to the China challenge(done so recentlyin front of

47 Information and Communications Technology and Services
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defense industry leadersin a speechoriginally non-public, but then in
parts released by the Pentagon):

"This Ukrainecrisis that we're in right now,
this is just the warmup/ U] The bi g ¥ne is coming. &

Take asecondand think about it.

“https://www.defense.gov/News/News
Stories/Article/Article/3209416/stratcom -commandersaysus-should-
look-to-1950s -to-regain-competitive-edge/
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The YearsLong American Process of
Adjusting to Long-Term Threats

Overall, this process of recognizing any severe geopolitical threat to the
U.S. typically

1. starts with the leading National Security think tanks (part of
the National Security Community) and some experts in thé
National Security State (dedicated government bodies). Afte
a while, this then

2. influences the sphere of the U.S. Congress.

3.  The White House tends to
a. partially react quickly in a few areas, based on the
insights of the National Security State and Community
b. partly slow in many more areas and ways, based or
sustained pushes from the Congress. The latte

Risk Management, Compliance, Strategy :
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deas & actions

informally (oversights,
(statutory acts of the Illegislati
4. Eventually, this shift to

continues into the private sector and civil societyd from
industries, to Wall Street, to entertainment, media, and
universities.

Since the U.S. is a democratic Rule of Law system, this process tak
years to become effective and visible. And the market freedom anc
business pragmatism of the U.S.
business too early.For a while, business goes firstAnd only once the
threat gets big enough does the countergame startto develop. But the
U.S. is powerful enough to have that time.

With a |l ag, a similar cycle sta
eventually catching up with America the avantgarde nation.

Short-Term News, Trends, Events, and Policy Volatility
vs. LongTerm U.S. Geopolitics

As leading U.S. strategy analysts like Walter R. Mead lay out, for outsiders
(and even Americans themselves) American foreign policy looks often

random, if not chaotic. And in the short term, U.S. foreign policy actually

tends to be very volatile. This wasespecially the case during the recent

period of globalization, after the Cold War was won. Then the West
believed in &everything goesa& and

dconsolidation t owar ds one wor |
democratizatioree.

Thus, in the West, this postCold War time was a period driven by coming

and going ideas and agendas of different interest groups, fashionable at

d ’

t hat
wi t h

a ti me. Every few year s, somet hing

done/saved/changed in order to transform the world intoan ever more

happy democratic unit. But while ever larger enormous amounts of money

and blood have been spent for idealistic concepts, the opposite
happened: As will be outlined via data, since almost 20 years support for
the Western model is all the sudde declining a after it was on top at the
end of the Cold War and the first years thereafter.
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But in the long run, these spasms of agenda politics and policiesare
often forgotten by the U.S. itself, once approaches turned out to be less
helpful or even disadvantageous. Or once aggressive interest groups and
activists become annoying, and politics shift away to the next ideas.

What is much more important for the future of the U.S. and the Western
system it enables is the long run. And here Walter Mead and others with
the right perspective and insights have identified agrand strategic
American DNA One that works beyond the (at times shrill) ideas, tones,
and pictures of daily foreign policy news and activities. A DNA that
ensures the geopolitical success over decades. One that especially gets
unearthed, once the U.S. is challenged by a geopolititthreat. It is the
DNA of a denocratic, commercially oriented and maritime great power
that (a) in general prefers open traded but (b) is ready to switch from
global openness to decisive defense, once necessary. The defense of a
military superpower that has mastered the organizing of emmerce
structures and flowsa and knows how to weaponize this once necessary.
With different kind of effects.

Cycling Back to Geopolitics First

Historic evolution unfolds as a mix between linear progression and cycles

(socioeconomic and geopolitical ups and downs, cycles between Realism

and ldealism, as well as structural readjustments). And every few decades,

because of structural reasons(and®u |l t i ng atectonic shiftseae), the cyclical
effects are much stronger than the linear oneg and at times revert the

historical directions. As it is the case in the age, we have entere&o what

we now see is the beginning of a (many) years long struggle fotrade,

wealth, and powera that will define whether democracy and free markets

had won in 1991. Or not.

As aresult, in the U.S. a phase doftrategic. legal, institutional, and cultural

readjustment has been started Towar ds a revival of the &dol de American
Cold War approaches. Hidden behind a chaotic sea of daily noise.

Approaches thatd in alliance with the partners outside the Wes# will,

under our most likely scenarios, again deliver the victory for the market

oriented, democratic nations. Right before democracy and market

economy could have been ousted by authoritarian powers that preyed on

Western naivety and a related |l ack of security awareness

Ever More Geopolitical Hotspots Flare U But
One Rivalry Will Drive Everything Else

Hereunder focusing on the U.S./West vs. China rivalry is not intended to
deny the relevance of other geopolitical confrontations and issues during
these dynamic years. But this U.&hina (and broader: WesChina) rivalry
should be seen as the top layer. Tis rivalry is ever more contextualizing
and shaping all other geopolitical and geoeconomic relations. As well as
multilateral and transnational efforts However, this structural reality is
frequently obscured by the constant influx of news and the presercof
other pressing issues.

Countering the Communist China threat ighe one long-term top priority
for U.S. grand strategic behavior. With an emphasis o0& declared or
undeclareda economic warfare, backed by military deterrence. The post
Cold War globalization, on the other hand, is dying a slow death.
Increasingly, actual "free trade" will flourish within a free world bloc,
separated from a China bloc. And it will get tough for those who (a) own
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assets in, (b) source from, or (c) sell to the wrong place again proving
that globalization (as we know it) is soon history.

Which leads us towards the bloc building reality businesses start to
faceU

The YearsLong Bloc ShapingPhase of a Cold WaHas Started

Like at the beginning of the last Cold War, we are now in the phase where

(a) the longterm core blocs of committed allies consolidate. At the same

time are (b) the softer partner relations in a state of fluxa and will be
decided over in the coming few yars. While some nations will stay or
become (c) bloc free or neutral. With a few of the latter existing as (d)
Apaper neutr al s aeanings Which mased onnoarlmosb | o ¢
likely scenario trends could be summarized as follows:

- @
The core alliance blocs (serious alliances) have already
consolidated themselves:
0 WesternAlliance Bloc
mainly: NATO (thus: U.S., more or less all EU nations and
de facto the EU itself, UK, Canada), Israel, plus Japan,
South Korea, Australia, New Zealand (Five Eyes),
Philippines
(with France being the onlyEUpower that might & like
during the last Cold War & try to go its own path,
although this would come with high costs and little real
benefits, furthermore, NATO member Turkey might play
a special role in the overall gamea but that would not
affect the European patly;
vS.
o ChinaAllianceBloc
Communist China plus North Korea (less clear being ally
Pakistan as the third power in the China core bloc)

- (b
The rest of the bloc positions (e.g. Russia, many BRICS Plus
nations, and some others currently close to China)
0 are soft positions and gpen in the long run & and
o will ultimately be decided by a fit of vital interests and
power politics (more than anything else).

- (©
Like the last time, some will end up beingd b / o c or hautek
countries And like the last time, only very few of those will do
well, since most of the neutrals will increasinglylack access to
marketsivealth and technology such as poor Yugoslavia or India
during the Cold War. (Neutrals tend to do well when they serve
a special role that all sides value. Such as Switzerland and its
secret banking during the Cold War. Back then, the geopolitical
forces of the West itself appeciated its below-the-radar banking
services Only once that function was not needed any longer did
Western power s, notably the u. sS. and Ger many,
Switzerland to give up this utmost profitable business model.
(Applying tools from intelligence operations to beyond borders
enforced criminal prosecution against top bankers of
Switzerland, until the dautonomousa Swiss gave i
later, the Principality of Liechtenstein was convinced too.
Although Liechtenstein was able to maintain a highedegree of
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privacy. From banking to graind gegpolitics is a force one should
not underestimate)

- (d)
And then, there will be countries that will (have to) declare
themselves neutral but de facto side with one of the two blocs.
Such as Westligned Austria, during the last Cold Waf?

Important Clarification Regarding How the
Emerging &4Blocseae Will Tend

Hereunder, it is a necessary simplification to speak of blocs as if they
were (a) multilateral and (b) united. This is owned to the geopolitica
intelligence principle of avoiding unnecessary technical details (lega
and factual) and complexity that are nbrelevant at a certain level. Often,
the emerging new trade and security blocs will be sets of similar (while
never identical) bilateral structures.

But the same applies to the existing structures, such as NATO or th¢
EU. It is a hereunder necessary simplification to speak of NATO or th
EU as if either of them were one centralized unit that acts like one actor
While theyaredi f f er ent, both functi onm
utilized where and as much as helpful. And indeed, as will be shown
both the EU and NATO fulfill utmost critical functions. Which is why botk
will survive the geopolitical storms ahead. But in theiactions, they are
regularly standing anext toee ng
willinge. As e.g. NATO did in Li
initiated action, and then NATO as organizational structure stepped in
eventually.

This principle of flexible blocs will even be more important in the Inde
Pacific region. There, ( abi laatreerg
with Japan; u. S. with South Koi
flexible in their terms. (Certain Pacific U.S. alliances formally operat

without NATGl i ke &Articl es %e.defense |cl

Whereas he Europeans will (1) complain about such developments
(talking a lot about WTO and multilateralism)while (2) follow the U.S.
lead. Eventually, the Europeans too will (3) find reasons to implement
similar strategies to counter China, alongside the U.S. Such as limiting
Chinese imports. Irthe caseof the EU, this will be surrounded by a lot of
"ESG languagé&a which helps the exceptional'European desiré for both
legal and moral justifications, when acting geopolitically or
geoeconomically

And it should be noted that the "slowness' of the decoupling process is
little driven by "goodwill and economic rationalitie$ on the side of the
West and China or a'proof" that relations would still be good. A strong
rationale behind the "slow, pacind' decoupling ('de-risking”, U) i s r
to conflict scenarios. Both sides try to become independent in their
strategic production by building up their own capacities, so they are more

49 Austria is sporting a formal neutrality since 1955, while being de
facto (since 1995 even de jure) integrated into the Western sphere. And
accordingly benefiting from access to European (i.e. German) and
American markets and technology, as well as militgrand intelligence
cooperation, even during the Cold War. (This is no secret any longer,
thanks to Cold War archives opened recently.)
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resilient when things escalate further. And this has to be &tep-by-step
process for both sides. Thus, we see rather &old Warrollout phase' on
both sides, that will be further implemented year after year.

China’s Position vs. the U.8ed Western Bloc During the 2020s

, &
‘ QS - j
S

Communist China’s
Foreign Influence i /
Operations, leveraged \
by trade, strategic
infrastructure projects,
and Political Warfare

1
i‘x'; : Top 10in 2022, GDP in trillions USD

United States $25
China

Note: The colors represent the rough spheres
of the main alliance blocs in a simplistic form; Japan
with todayes borderl i

Germany Note. IMF predicts

:

Bl u e UledWastern alliance . ,Ger many becoming

India in late 2023
RedUChina i ; number 3 in the
(Alliancelike partnerships: United Kingdom world
North Korea, Pakistan) France
GreenUBRI CS Russia
and critical friends, other than China

Canada
Italy

® Olivier Scherlofsky

Sources: GDP by World Bank, 2022; mapping tool applied: MapChart

For the U.S. aShift of Focus
from Russia to China Will Unfold Itself

Seen from this big picture, what we see between the West and Russia
right now, is a transition phased with an open end There is amid- to

long-term potential of Russia even partnering with the West, in order to
balance against Communist China; according to geopolitical logics.
Logics thatin the long run tend to overrule tensions caused by normative,
situational, and personality related variables. (A structural logic best
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summarized in the words ofU.S. grand strategy advisoMIT professor)
Barry R. Posef?, one of today's leading Realists in America®U /ndia and
Russia are inherent bulwarks against Chinese ambitioss. And despite
the war in the Ukraine the voices in the U.S. are getting louder who look
for ways how the U.S. could protect and support its European allies while
finding a fong-terrmm accommodation with Russi@ a and in doing so
supporting peace in Europe while being able tabalance againstthe one
capable and willing challenger, Communist China.)

Whereas the current Western efforts vs. Russia create(d) useful
preparation effects for the China struggle, especially on the European and

transatlantic relations side. Effects easily overlooked, but crucial for the

necessary lockstep march of the Westeralliance vs. Beijing:

- A strategic "re-consolidation’ and "re-centralization’ of NATO;
and

- an operational/tactical/technical U.SEuropean jointness for
military and economic warfare (joint sanctions design,
implementation, enforcement, and learning).

It is getting serious in the 2020s. Beyond anything businesses would
have imagined after 1991. After all, this rivalry is increasingly shaping
how trade, investments,and transactionshave to be conducted)

Corporations AreAgain Becoming theFirst Line of Defense
in a Cold Wara and Victims If They Are Careless

Anticipating all of this, China business is even becoming increasingly nen
insurable in terms of political risks. With the few remaining insurers
reducing their maximum coverage amounts fronbillions to fractions
thereof. And to be expected tough legal battles in case of claims,
disputing whether certain political situations and economic losses are
within the range of the contractual insurance obligations.

Expert witnesses Elisabeth Braw informing the U.S. Congress about this
severe issue for the posture of corporate financial risk management:

"[ Ulpsurance broker Willis Towers Watsof U2 0 2 Zotjd
Argentina and China to be the countries where companies had incurred
the most political-risk lossesi a remarkable change from 2020 and

%0 Barry R. Posen is also member of the leading think tank Council on
Foreign Relations (CFR).

S5Citation fr om: d4Restraint: A New Foundation for U.

2014, Cornell University Press, page 137.

52 In academia, many Structural Realists (such as John Mearsheimer)
openly point to the need for a certain form of accommodation or even
alliance with Russia in order to focus on China. The same public
openness can be found among some former top U.S. offidga With
regard to leading U.S. geopolitical analysts, | recommend reading the
following short but to the point report of George Friedman, Geopolitical
Futures, about this topic:
https://geopoliticalfutures.com/russiaukraine-and-thinking-extreme
thoughts/
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2021, when the list was topped by Iran and Venezuela and Egypt and
Russia, respectiveli#

And Braw, coming from one of the think tanks that shape U.S. National
Security content (she is Senior Fellow at the influential think tank
American Enterprise Instituté!), has much more to say, with relevance for
businessesU

OnJuly 28, 2022, in front of the U.S. Congress (House of Representatives
Committee on Foreign Affairs.), Braw offered her leading assessments
about the anti-Western "gray" tactics of China during the hearing about
"Countering Gray Zone Coercion in the Inddacific".

There she, like others, has putWestern corporationsat the center of
attention, as both (a) targets (affected by risks in and from China) and (b)
players that should be expected to understand the geopolitical threats
and consider themselves as being part of Western defense. As they did
during the Cold War. When (as she rightfully pats out) corporate staff
and leaderships identified themselves with their nations and civil duties.
And as will be shown, leading Western corporations already swing back
lo a culture of patriotic duty awareness In the interest of their home

societies and the interest of themselves.

Witnessestestimony
of Elisabeth Braw,
American Enterprise
Institute, in front of
the House Foreign
Affairs Committee on
Chinesegray zone
aggression, July
2022.

Even more explicit is U.SArmy retired Lt _General H.R. McMastewho
had held the most influential position in the National Security State,
having been a U.SNational SecurityAdvisor recently And who is still a
true strategy developer for the U.S. Congress and related structures.

In a new policy recommendationbook currently discussed in political
Washington D.C. (“inside the Beltway"), which highly recommend

53From the witnesses testimony of Elisabeth Braw, American Enterprise
Institute, in front of the House Foreign Affairs Committee on Chinese
gray zone aggression, July 2022.
https://www.congress.gov/event/117th-congress/house
event/115075?s=1&r=39

54 And similar institutions like the European Leadership Network (ELN)
https://www.europeanleadershipnetwork.org/person/elisabettbraw/
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reading®®, he explicitly points to the corporations. And how their picking
of sides will in the long run determine their fate:

Vi U] one could [ magine CCP [Chinese Communi st Party] [ ea
[ UJThe capitalists will sell us the rope with which we will hang therm.
Except it is worse, the Free World is financing the CCPourchase of the

rope.

[ U] the contest with China will not only change the sha
economy, but it is also alreadly transforming the role of the American
corporation in U.S.National Securityand global strategy.

Those companies who understand and get ahead of that change will do
well and those who continue to take on risk and hope for a fundamental
change Iin the CCP will | o0ose out. &

Lt. General
McMaster, fmr.
National Security
Advisor,
informing the
U.S. Congress
about the threat
from China.

In this policy recommendation book McMaster furthermore points
towards the concealment strategies Communist China is using, in its
efforts to oust the Free World in the long run:

- d4The [Chinese C o suoecess ideperjds gnart yées
concealing its_intentions and portraying its most egregious
actions as normal practice.

- dFree tradea Xi Jinping signs a draft Comprehensive
on Investment with Europe while shutting down market share
for retailers who object to slave labor.

- dEnvironmental ista Xi Jinping promi ses carbon neut
2060 while China finances and builds scores of coalfired power
plants internationally.

- dHuman rightsae Xi Jinping gives speeches on rule of
he internsmillioni n concentration camps, extends the Partyés
repressive arm into Hong Kong, imprisons journalists and
freedom activists, and holds hostages.

- [ U] &

% From the Foreword by H.R. McMaster, in: The Decisive Decade:
American Grand Strategy for Triumph Over China, Jonathan Ward,
2023.
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On a similar front of the U.S. National Security Community, former
Assistant Secretary of the Department of Treasury, Marshall Billingslea, is
pushing for the defense of the U.S. Dollar system

Testimony of Marshall
Billingslea, former
Assistant Secretary of
the Department of
Treasury, June 2023,

in the U.S. Congress
(U.S. House Committee
on Financial Services).
Under the hearing
titled:

dDol / ar don
Preserving the US
dol/ / arés st
global reserve
currencye

As witness in front of the U.S. Congress, he recently provided some key
recommendations on how the U.S. shoulgrepare for a sanctions war
against Chinato be ready for escalating scenarios:

" [ lbjensure that we could sanction Chinese banks, if necessary, we
need to take immediate steps to reduce both the direct and indirect
exposure of our financial institutions and our investors. According to
the Atlantic Council, Communist China has up to $5.8&illion in
liabilities to Western investors, or assets in China belonging to them. In
comparison, China has around $3.4 trillion in international assets that
could be targeted by Western sanctions. In other words, China could
potentially hit back as hardas we can

The market is alreadly starting to react to the geopolitical tension
caused byChinese military provocations and bellicose rhetoric towards
Taiwan, and /s moving in the right direction.

[ 0]

We need to look at ways to encourage portfolio managers to recognize
this very real risk, and to take steps to mitigate it nowéa not after
confiict is imminent.

We have also seen three of the biggest).S.banks trim their exposure
to China by more than $9 billion between 2022 and the start of 2023.
This is another area where Federal action wifl be helpful. To encourage
further reduction, and to build a hedge against reciprocal sanctions,
U.S.financial institutions with significant China exposure should face
Increased capital requirements. We need to ensure that our largest
banks can withstand the systemic shocks to the banking system that a
sanctions war would entai€&®
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https://docs.house.gov/meetings/BA/BA10/20230607/116068/HHRG -
118-BA10-WstateBillingsleaM20230607.pdf
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Risk Management, Compliance, Strategy :
Notes on further research, i deas & actions

Cleaty, the international business community and their markets sit in the
center of this rivalry. And have to prepare for a West swinging back to
Realism. Causing the West to have its actual strategies focused on

- national/Westerninterestsand the functions that enable them
- not ever newer values and related moralism.

Whereas values wil be effectively pursueq where/when, inasmuch as,
and as long as they fit with the geopolitical realities and central interests.

Yes, the 2020s bring seismic shifts in worldviews, geopolitics, and
markets. Causing tensions and uncertainties for businesses and investors.
But there are &macro good newsetoo, beyond individual opportunities,
that can be found For the economiesof the Free World, as well as for
solid values (where they fit to geopolitical realities) U
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Risk Management, Compliance, Strategy :
Notes on further research, i deas & actions

The Good News: Peaceful Competition and Cool
Realistic Heads Can Even Create a Net Positive

If managed well by the U.S. and China, (a) as Realists point out such
bipolar Cold Wars can even reduce the dynamics that cause hot wars.
(Awoidling hot wars will have to be the imperative number oneduring the
years and decades ahead.) Plus, (b) as will be highlighted along the Books
Series, the resulting competition is triggering strategic government
spending and necessary reforms not imaginable without such rivalry.
Pushing new technological and economic longerm cycles.

For Certain Strategic Functions and Londerm Wellbeing
(RealismBased) Government Spending Is a Necessity

Not only for (a) public functionslike defense and supply chain security
but also for (b) the development and wellbeing of the free market
economies historically in certain sectors and during certain phases
government spending has proven to be key

This is e.g. true indeveloping new energy technologiesor improving
old ones, /f done well Thus, if done reasonably and without too much

Idealism. And if backed by protective measures against unfai
competition & one of the key drivers behind the Western geoeconomig
and legislative actions to counter China. But this runs even deeper.

Like it or not, the necessary origins of the whole digitalization

(development of first semiconductors and then the internet) rested in
decades of Jong-term thinking and spending for U.S. defenserojects.

Caused by the last Cold War. Back then, private money would hay
never spent ever | arger amounts
processors for |jets an ddistarces militatye
communi cati onae. BingtlT/digitaltzdtianyittis harchte

see how economies wouldnot have declined during the last 30 years.

In human affairs, like in nature nothing is perfect. Not even markets.

It seems that competition and the related Realisrariven behavior help

not only businesses or individuals but (geo)political blocs/systems too
Of course, the art lies in competing while not fighting hot wars But hot

wars themselves can actually be the result of trying to avoid
competition, i.e. of looking the other way for too long (and/or of being

stubbornly idealistic). As will be briefly reasoned later, in order to
understand the dr i v ewing babketh Realsm.
Compare, e.g., theKondratiev Waveswith the phases of geopolitical
competition. 1t is astonishing. Or: Human. People are driven by both
cooperation and competition. As Realism helps understand well

(Nlustration from: www.guildinvestment.com
Guild Investment Management Ing.
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