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A Map of the 2026 U.S.-China Collision

The year tied in Busan and left unsolved in Beijing
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Prologue Empty-handed Great Hall of the People

Even though it was May, fog hung low on the Anchorage runway. In the early morning of May 14,
2026, Air Force One, heading to Beijing, landed in Alaska for refueling. At that time, a small charter
plane followed behind, and a man wearing a black leather jacket and jeans jumped up the trap

carrying only a backpack. It was Nvidia's Jensen Huang.

Air Force One is the call sign for the private plane flown by the President of the United States.
Where the president goes is a signal in itself. It was the first time in about 10 years that an
American leader set foot on Chinese soil. The fact that the leader himself boards a plane is
interpreted as meaning that he will conclude something on the spot. Beijing also accepted it that

way.

Until three days ago, his name was not on the list of visitors to China. Trump called after reading
the news over the Pacific Ocean. Join now. Huang turned the plane around. Because the fate of a

type of Al chip was at stake on this business trip.

Let me take a moment here to point out who Jensen Huang is and why he turned the plane
around. NVIDIA is a company that produces semiconductors used to run artificial intelligence.
Whether chatbots or self-driving cars, today's artificial intelligence must perform enormous
calculations quickly, and this company virtually has a monopoly on the chips that handle those
calculations. Huang is the company's CEO. The U.S. government has been blocking exports to
China to prevent it from buying the best chips. The reason was that it could be used for military
purposes. For Nvidia, one of the world's largest markets was completely locked out. This is why
Huang has been going back and forth between Washington and Beijing, asking for the bolt to be

removed. That's why he changed course after a phone call from Trump.

The faces of American capital were already sitting on the plane. Elon Musk, Tim Cook, David
Solomon. Trump took them with him. There were midterm elections in November. He needed a

ticket, and what makes a ticket is a job and a contract.

Midterm elections are congressional elections held midway through a presidential term. Rather
than electing the position of president, the entire House of Representatives and part of the Senate
are newly elected. If the president loses this election, he will be hamstrung by Congress for the rest
of his term. So for the incumbent president, the midterm elections are a test of the fate of his
policies. This is why Trump put America's top businessmen on a plane and took them to Beijing.
When China buys American products and receives a promise to build factories in the United States,

those are jobs and votes. It was necessary to be able to show the results of the meeting in numbers.

The next morning, Trump climbed the steps of the Great Hall of the People. Eight and a half
years have passed since he toured the Forbidden City in the fall of 2017. Xi Jinping came down the

stairs to greet him. The two men had different colors of ties, one in a blue suit and the otherin a



navy blue suit. As the shutters rained down, our hands were held together.

The Great Hall of the People is a huge building on the west side of Tiananmen Square in Beijing.
This is where the National People's Congress, China's National Assembly, is held, and national
ceremonies for foreign leaders are held. The majesty that China wants to show to its guests is
captured in its stairs and pillars. The fact that Xi Jinping came down to the bottom of the stairs to be
hit also means that Beijing had calculated in advance each picture that would be displayed on the

screen.
The photos were perfect. It was empty inside.

The meeting lasted more than two hours, but the words Trump wanted to hear never came out. It
was a tariff. The day after the meeting, he made a candid admission to reporters. They said they
didn't even discuss extending the tariff truce with Xi Jinping. The one-year ceasefire signed in
Busan will be resolved on November 10th. When the knot was to be re-tightened, no one brought

up the topic of the knot.

Let me explain what tariffs are and what the ceasefire in Busan is. Tariffs are taxes levied when
goods are transferred between countries. If you raise tariffs, the price of goods in the other country
becomes more expensive and it becomes more difficult to sell them. The United States and China
have been at loggerheads for several years, imposing high tariffs on each other's goods. As the
losses on both sides increased, the two countries decided to take a step back. The agreement was
reached at the first summit in Busan on October 30, 2025. There, the two agreed not to raise tariffs
further for one year. This is the one-year ceasefire in Busan. The ceasefire did not end the fighting,
but rather a temporary pause. There is a deadline for stopping. The deadline is November 10,
2026. The Beijing meeting ended without anyone making any promises about what would happen

after that day. Trump himself revealed that he had not even discussed the extension.

Instead, the two countries erected two new signs. Trade Commission and Investment
Commission. China has decided to buy $17 billion worth of American agricultural products every
year and order 200 Boeing airliners. The numbers were big. Those big numbers were exactly what

Trump needed.

Boeing is America's leading airliner manufacturer, and its purchases of agricultural products are
directly connected to the livelihood of farmers in the Midwestern United States. Both are items with
visible jobs. Establishing a committee means creating a channel for future meetings and
discussions. Although nothing has been resolved immediately, there is something to announce. For

the president ahead of the election, the announcement was an achievement.

At the end of the meeting, both countries issued their own announcements. Two different stories
emerged from the same meeting. The US announcement mentioned rare earths. China has
decided to alleviate the supply shortage. The word rare earths was not mentioned in the Chinese

announcement. What one side called an agreement, the other side did not write down.



The announcement is a text that each country summarizes from its own position after the
meeting. This is different from a joint statement issued by two countries with one voice. The lack of
a joint statement is a sign that the two countries did not agree enough to sign the same sentence
together. Rare earths are the subject where the discrepancy is most clearly revealed. Rare earths
are a group of metal elements that are used in smartphones, electric vehicle motors, wind
generators, and even advanced weapons. Since it is sparsely scattered in the ground, it is difficult
to mine and refine, and China dominates the world in the refining process. When China tightens
exports, American factories and military industries are immediately suffocated. This is why the
United States wrote rare earth elements in bold in its announcement. However, China, which
actually holds the resources, did not write a single line of the same word. What the United States

called an agreement, China did not acknowledge.

There was one more word missing. It was Taiwan. At the meeting, Xi Jinping warned not to take
the issue lightly and warned that touching it wrongly would jeopardize the relationship. However,
Taiwan was not visible in the short announcement released by the United States. In fact, the most

dangerous word was silently left out.

Taiwan is the most likely point of conflict between the United States and China. China views
Taiwan as part of its territory and insists that it should one day be merged into one. The United
States has been by Taiwan's side for a long time, selling arms to it. The fact that Xi Jinping said at
the meeting that if he touches Taiwan incorrectly will jeopardize relations, it means that Beijing
considers this issue more serious than any other transaction. It means that you have brought with
you the toughest detonator. However, the word disappeared entirely from the American
announcement. Not having to write down the hottest issues on paper is a choice in itself. The

meeting was a place for negotiation, even over what to not write down.

On the final day, Xi Jinping took Trump to Zhongnanhai Garden. This is the wall where the
Chinese leadership has worked and lived since 1949. Through an interpreter, Xi Jinping talked
about the history of that place and offered to send rose seeds. The plan was to plant it in the White

House yard. Trump responded. It must be the most beautiful rose anyone has ever seen.

Zhongnanhai is a district of lakes, gardens, and government buildings right next to the Forbidden
City in Beijing. Since the People's Republic of China was established in 1949, its top leadership has
worked and lived within its walls. It is a place where few outsiders can set foot. Xi Jinping took
Trump inside, walked through the garden, and told him his story, which was the best hospitality he
could give a guest. At the same time, it was also a place to quietly remind people who owns this

place.

The two agreed to meet again in Washington on September 24. There was no crash. Nothing
was loose. Tariffs, rare earths, semiconductors, and Taiwan remained the same. The two giants

parted ways, carrying a bag of rose seeds.



It makes sense that my next appointment is scheduled for September. It's right before the
midterm elections in November. Trump will then be able to invite Xi Jinping to the United States and
create another summit meeting. There is no better stage than a conference to make a mark. The

date explains why the two promised to meet again even though nothing was resolved in Beijing.

Why were my hands empty? No, was it really empty-handed? Some people gained time, some
lost time. If that one year was not a period of peace but a period of preparation for the next conflict,

what was Korea doing during that time? All the questions in this book start with empty hands.



Where is the chief hegemony divided?

In the fall of 1956, news more frightening than war arrived at the Treasury in London. The pound

was collapsing.

In July of that year, Egypt nationalized the Suez Canal. The canal was the route through which oil
went to Europe. Britain and France sent troops to join Israel. Militaryly, we won. The British took

control of the Canal Zone.

Let me take a moment to explain what the Suez Canal is. It is an artificial waterway connecting
the Mediterranean Sea and the Red Sea. It was the shortest route for Europe to transport oil from
the Middle East, and who would control that route would control Europe's breathing. This is why

Britain ran with guns in hand.

But the United States did not stand still. President Eisenhower said he would not let Britain go
unless it withdrew its troops. However, the weapon was not military. The United States put pressure
to lower the price of the pound by releasing its enormous amount of pounds into the market, and

blocked emergency loans from the International Monetary Fund that Britain was counting on.

Let me explain what the pound and the International Monetary Fund are. The pound was Britain's
money and an international currency used by many countries for trade at that time. If that value
collapses, Britain will run out of foreign currency to pay for its imports. The International Monetary
Fund provides urgent loans to countries that are running out of foreign currency. When the United
States locked down both of them at once, Britain was in a position to run out of foreign exchange

within a few days.

| won the gun, but | lost the money. Britain gathered an army. It was not the canal that fell that
day, but the empire. A country that had ruled for a century retreated without firing another shot.

Because he knew right then and there that his money was no longer the world's money.

It is often thought that hegemony is determined by war. However, in the 20th century, hegemony
passed from Britain to the United States, not on the battlefield, but on exchange rates and factories.
Whoever made more and printed money for more countries to spend won. Suez was a scene that

showed that fact at once.
So hegemony is not divided in one place. It is ground together in four layers.

The first is production. It's about who makes more and cheaper. Britain was like that in the 19th
century, and America was like that in the 20th century. It is now China. China has become the

world's factory, and is far ahead of the United States in terms of ship-building capabilities.

Second is technology. It's a question of who holds the gateway technology that everyone relies
on. This applies to semiconductors and the ability to refine rare earth elements. The side that

controls the path can stop the opponent's factory.



Third is finance. It is about which country's currency the world uses to trade. This is the exact
spot where Britain collapsed in 1956. Even now, most of the world's trade proceeds are exchanged

in dollars. The United States, which holds the dollar, also acquires a weapon called sanctions.

Fourth is military. But military here is not all-out war. It's about who protects the sea route. The
question is whose fleet controls the seas through which oil, semiconductors, and grains pass. It is

called the right of sea control.

The conflict in 2026 that this book follows is happening on all four levels at once. There is one
difference. In the 19th century, naval guns stood in front, but now tariffs, semiconductors, and rare
earths stand in front. This is why what the two leaders exchanged at the summit in Busan and
Beijing was not guns, but chips, metals, and taxes. This is because you can now stop your

opponent's factory without firing a gun.

This book follows those wires one by one. Starting from the meeting where the two leaders shook
hands but could not untie the knot, it moves to the sword of tariffs held by the United States, the bar
of semiconductors, the retaliation of resources and energy, the detonator called Taiwan and the sea
next to it, and the position of Korea caught in between. The task is to draw a map of where the four

levels collide.

In 1956, Britain did not know that its turn had come. Because they were protecting the canal, they
did not know that the empire would end. Where hegemony is divided, the parties involved are
always the last to know. So who will be standing there now in 20267 And what does Korea,

standing next to it, see?

Part 1: Two handshakes, an untied knot



Chapter 1: Busan Transactions

On October 9, 2025, Beijing drew its sword first. The Chinese Ministry of Commerce issued
Notice No. 61. The rule was that even products made outside of China could be sold only with
permission from Beijing if they contained only 0.1 percent of Chinese rare earth elements. It was
stated that, in principle, goods intended for military use are not permitted. Among factories in the
world, there are very few precision products made in China that do not contain even a single
particle of rare earth elements. With a single piece of paper, Beijing put its hand on a shipping

button in a factory halfway around the world.

We must first explain the term rare earths. Contrary to their name, rare earth elements are not
that rare in the ground. The problem is selecting only the extracted soil so that it can be used.
China owns almost all of the processing technology and facilities. Electric car motors, wind
generators, missile guidance devices, and magnets used in fighter jets all come from here. The
scary thing about Notice No. 61 was the trace amount rule. 0.1 percent. This means that even if
only one-thousandth of the value of the final product contains rare earth elements from China, the
product can be exported only with a permit from Beijing. Moreover, the rule extends to products
made by foreign companies outside of Chinese soil. It is common for a country to control only
transactions within its own territory, but Beijing has also tied up transactions that occur within other
countries. This is called an extraterritorial export licensing system or, in difficult words,
extraterritorial jurisdiction. China is returning the same tactic that the United States has been using

for a long time.

Why did it have to be that day? Korea is a country that relies on China for 80 percent of its rare
earth imports. Korean companies that produce high-bandwidth memory, or HBM for short, which is
the core of artificial intelligence semiconductors, were also in their hands. HBM is a memory that
has multiple memory chips stacked on top of each other to create a wide path for data to pass
through. It is a part similar to a thick artery in humans that allows data to flow without bottlenecks in
artificial intelligence calculations. Rare earth elements are involved in that precise process. If
Announcement No. 61 remains alive, a situation could arise where Korean companies would have

to ask Beijing first when supplying HBM to the U.S. defense network.

Trump accepted it with equal weight. Starting November 1, 100 percent additional tariffs on
Chinese products. The effective tax rate, which averaged 55 percent, was about to jump to 155
percent. There were even threats to tighten exports of software and aircraft parts, and even talk of
canceling the meeting with Xi Jinping. The market collapsed first. On the New York stock market,
the market capitalization of American Big Tech disappeared worth 1,100 trillion won in one day.
With the two countries holding each other's key points at the same time, only the meeting date

remained on the calendar.



Let me point out what a 100 percent tariff is. Tariff is a tax levied on imported goods. If 100
percent tax is applied, an item worth 100 won becomes 200 won. Even before that, the United
States had been piling up multiple tariffs on Chinese products, averaging about 55 percent. This
means adding 100% to it, which adds up to 155%. In effect, it was a notice that Chinese products
would be pushed out of the U.S. market. Trump called China's rare earth actions "an act of holding
the world hostage." The same thing could be said about China regarding US tariffs. It looked like
the two giants had their hands on each other's necks and were staring at each other to see who

would give strength first.
Busan opened up at the edge of that cliff.

On October 30, Trump and Xi Jinping sat face to face. It has been six years since the two met
face to face in Osaka in 2019. It was held on the occasion of the Asia-Pacific Economic
Cooperation, or APEC, summit held in Gyeongju. The meeting ended in 100 minutes. Trump, who
left the room, said he was "amazing." They said that the perfect score was 10, but it was a 12-point

conference.

The basis of the deal was an exchange. The United States lowered its fentanyl tariff from 20
percent to 10 percent. This tariff started at 10 percent in February of that year and rose to 20
percent in March. Fentanyl is a synthetic drug that kills tens of thousands of people each year in the
United States. Because the raw materials come from China, Trump has imposed a tax on all
Chinese products, calling it the "fentanyl tariff." Tariffs were used as leverage to pressure
crackdown on drugs. The legal roots of these tariffs were the National Emergency Economic
Powers Act, or IEEPA for its English acronym. This is a law that allows the president to take
economic measures without going through Congress if he declares that an extraordinary threat is
looming over the country. Trump has made the drug crisis that emergency. While passing through
Busan, Trump signed an executive order on November 4, and the reduction took effect at 01:01 on

November 10.

In response, China decided to resume purchasing soybeans from the United States. 12 million
tons for the remaining two months of the year, and 25 million tons per year for the next three years.
You might be wondering why Kong was brought to the negotiating table. The vast soybean fields of
the American Midwest are the land of farmers who support Trump. When the trade war broke out,
China cut off imports of U.S. soybeans, and U.S. soybean exports to China were cut in half. The
vacancy was already filled by Brazil and Argentina. Farmers knew that once a business partner
moved to another country, it would not be easy for them to return. This was after the U.S.
government set aside $10 billion to $14 billion in direct support for its farmers. In Korean money, it
is at least 14 trillion won and up to 20 trillion won. It seemed like the money collected from tariffs

was being poured back into appeasing farmers.

The heaviest trade-off was between resources and technology. China decided to sheath Public

Notice No. 61, which was drawn up three days ago, for one year. The United States also sheathed



its sword. The 50 percent subsidiary rule that automatically puts subsidiaries of companies on the
entity list under control, and port fees that were about to be charged to Chinese ships. Both stopped
for a year. Rare earth and semiconductor controls were exchanged as equivalents on the same

table. After the meeting, Trump boasted, "The rare earth issue has all been resolved."

Let us also explain what sword the United States has wielded. The Entity List is a restricted trade
list maintained by the U.S. Department of Commerce. The companies listed here cannot sell
products containing American technology. Chinese semiconductor companies such as Huawei and
SMIC are on this list. However, if a company on the list had a subsidiary or paper company with a
different name, it could escape through a side door. To close that loophole, the United States
created a new 50 percent subsidiary rule. This rule states that if a company on the list has more
than half of its shares, it is automatically subject to the same control even if its name is different. In
Busan, the United States suspended enforcement of the rule for a year. This means that a side
door has been left open for a year for Huawei or SMIC to import cutting-edge equipment through
disguised affiliates. Port fees were another weapon. The U.S. Trade Representative's move was to
impose special fees when Chinese ships enter U.S. ports in an effort to check China's dominance
of the shipbuilding industry. It was based on Article 301 of the Trade Act. Section 301 is a sword of
trade law that allows the United States to retaliate against unfair trade practices of foreign

countries. This also went into a one-year sheath.
This is all wrapped up here. However, the binding was not untied, but stopped.

The two countries presented different stories about the same meeting. The White House called
the compromise a "huge victory" in a fact sheet. In the Chinese Ministry of Foreign Affairs
announcement, there was not a single word about the rare earth moratorium or fentanyl tariff
reduction that the United States boasted. At the meeting, Xi Jinping likened the Chinese economy
to "an ocean of enormous scale and resilience." | heard that from the first quarter to the third
quarter of this year, there was a 5.2 percent growth despite internal and external difficulties. What
one side called a victory, the other side did not write down. Chinese state media responded by
saying that the U.S. has 3,000 export control blacklists, but China has only 900, and that criticism of

rare earths is a double standard on the part of the U.S.

What was postponed was heavier. Taiwan did that. Xi Jinping looked Trump in the eye and said
that Taiwan independence and peace in the Taiwan Strait cannot mix like water and fire. He said
that if handled incorrectly, they will clash and fight against each other. However, the word Taiwan
was not found in the 174-word notice issued by the United States. A notification is a short
announcement that summarizes what the two countries discussed after the meeting. The short
article from the United States only talked about the economy and Taiwan was omitted. Meanwhile,
the United States approved $11 billion worth of arms sales to Taiwan, and $14 billion worth was left
on the desk. In Korean money, about 15 trillion won and 19 trillion won. The words of peace

exchanged at the conference hall and the weapons bills piled up on the desk played separately.
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Semiconductors are also not resolved. Although the United States opened the door to allow each
company to purchase up to 75,000 Nvidia H200s, China did not enter through that door. H200 is an
advanced chip for artificial intelligence calculations made by NVIDIA. To train a large language
model, tens of thousands of these chips are needed. The United States paved the way for Chinese
companies such as Alibaba and Tencent by saying it would block the most powerful chip but
conditionally sell the one-step lower H200. But China rejected that path. It was a choice to grow its
own ecosystem around Huawei's Ascend chip rather than being tied down by American chips. The
chip agenda was put off as an empty shell, leaving only the promise of a non-binding "artificial

intelligence safety dialogue."

All of these moratoriums had the same expiration date. November 10, 2026. The fentanyl tariff,
Rare Earths 61, the 50 percent rule, port fees, and the moratorium on the 24 percent retaliatory
tariff all rolled together toward that day. The Busan Deal was not a peace treaty. It was a one-year
truce in which five arms were signed on the same date. A ceasefire does not mean the war is over.
It's a promise to put down your gun for a moment, but that you can pick it up again at any time. |

had set the same alarm on five clocks.

There was also baggage left that had not been postponed. The 25 percent reciprocal tariff
imposed on Korea and the 10 percent universal tariff on top of that were not lifted in Busan. The
rare earth supply chain was also halted for only one year, and in the meantime, the United States
invested $1 billion from its Department of Defense budget into MP Materials, the country's largest
rare earth company, becoming the largest shareholder. The work to cut off the resources that

depended on China was actually hastened during the ceasefire period.

Trump said on the spot that he would visit Beijing early next year. Everyone expected the visit to
unravel the knot. People who tied a knot also reserved a spot to untie it. But there was one thing no

one asked. One year from now, when these five clocks ring at the same time, who will let go first?
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Chapter 2: Postponed visit to China, the variable of Iran

In the early morning of February 28, 2026, American and Israeli fighter jets entered Iranian
airspace. It hit nuclear facilities and missile bases, and at the end of the operation, Iran's Supreme
Leader Ayatollah Ali Khamenei was killed. The White House thought it would be over in a few

weeks. Instead of confronting it head on, Iran blocked it elsewhere. It was the Strait of Hormuz.

This war did not suddenly fall from the sky. The Trump administration has attempted to seize
control of the Middle East's oil chain immediately after taking office. First, the sword of sanctions
was applied to Russian crude oil, and a couple of months later, the same sword was applied to
Iranian crude oil. The idea was to narrow export routes for oil-producing countries, sway prices, and
use that fluctuation as leverage for negotiations. At the end of the picture were the February
bombings. The calculation that a government could be overthrown in a few days was wrong. It was

not the regime that collapsed, but its calculations.

Let me start by telling you why Hormuz is such a scary place. The Persian Gulf is a jar-like sea
that is wide on the inside and narrow on the outside. That narrow neck is Hormuz. This waterway,
about 20 miles (33 km) wide at its narrowest point, carries one in five barrels of the world's oil. Oil
pumped by Saudi Arabia, Iraq, Kuwait, and Qatar all goes out to the world through this single
waterway. There are few other ways. So, if you press this neck, even the number plate of a gas

station in a far away country will shake.

As Iran's Revolutionary Guard unleashed speedboats, drones and mines, insurance premiums
soared and oil tankers grounded. The reason we stop here is important. It's not because the ship
sank. If you want to sail a ship into dangerous seas, you need to get insurance, but if the insurance
premiums rise too high to cover, ship owners just stop the ship. This is a way to close a waterway
without firing a single gun. This is an asymmetric tactic used by the weak side against the strong
side. Ships lined up at anchor outside the Persian Gulf. When the oil stopped flowing, the number

plate at the American gas station moved first.

Trump had somewhere to go in the spring. It was Beijing. The promised visit to Busan was
originally scheduled for April. Let me briefly explain what Busan was. Until then, the two countries
had reached the brink by exchanging tariffs and rare earths. When China restricted the export of
rare earth minerals, essential minerals for high-tech industries, production lines at U.S. factories
came to a halt. In late October 2025 in Busan, the two leaders agreed to temporarily sheath that
sword. China delayed full implementation of rare earth controls, and the United States lowered
tariffs and suspended some measures for a year. It was a one-year truce. That deadline ends on
November 10, 2026. Trump intended to corner Xi Jinping in Beijing in the spring before that

deadline was reached. | was on my way to sort out tariffs, rare earths, and semiconductors.

However, Iran erased that schedule. The war has sucked all the oxygen. When one crisis

becomes too big, all other agendas take a backseat. Because we are so hung up on that crisis, we

13



end up putting off the talks we were actually preparing for. Even the European Union
leaderspostponed their scheduled meeting with China and rushed to the Middle East. The visit to

Chinawas pushed back by a month and then another month.

It wasn't just the date that was pushed back. The entire center of gravity of the meeting has
shifted.

If we couldn't control gas prices, we couldn't hold the midterm elections in November. Midterm
elections are congressional elections held during a presidential term. When gas prices rise, the first
people to get angry are voters. This is why the White House was so obsessed with Hormuz. To
control oil prices, Hormuz had to be opened, and to open Hormuz, Iran had to move. However, the

hand that could move Iran was not in Washington. | was in Beijing.

China has long been the biggest customer for Iranian crude oil. Because US sanctions blocked
the normal distribution channels for Iranian oil, Iran had no place to sell its oil. Most of that oil
flowed to China. Most of the Iranian oil that had nowhere to go due to sanctions flowed into
Shandong Province's oil refineries by transferring cargo between ships on the sea, and the price
was paid in yuan. The reason for moving cargo on the sea is to avoid tracking. It obscures the
traces of which port it was loaded from. The reason the price was paid in yuan was to avoid the US
financial surveillance network that passes through the dollar. In this way, the country that financed
Iran's war was China. If you trace back to the source of the money that Iran used to launch missiles

and launch high-speed boats, there was a Chinese oil refinery at the end.

So Trump called on his allies and Beijing to send warships to open the strait together. China

rejected that request. It was short and clear.

At this point the nature of the business trip was turned upside down. The person who went to put
pressure on Xi Jinping has changed into a person who needs Xi Jinping's help. Nevertheless,
Trump did not push China over Hormuz. In front of reporters, he took a step back. He said China
may help or not. What was supposed to be pressure sounded like a concession. In effect, they
gave Xi Jinping a pass. The term "pass" means an unspoken waiver that | will not pursue you in this

matter. The party not questioned does not have to promise anything.

The response was just as quiet. China did not put pressure on Iran with its own mouth. None of
the promises were publicly confirmed. Silence was the lever. When the person who is sparing the
words cannot see what they are holding in their hands, the other person becomes more anxious.

Standing in front of a door that could be opened or closed, Beijing did not bother to show its hand.

A former intelligence analyst at Brookings said that there are two oil stains in U.S.-China relations
ahead of the September summit in Washington. Like oil spread on the floor, an oil slick indicates a
dangerous area where you could slip and crash at any time. One of them was Iran. Trump's
perception that China did not provide enough help was a warning that even a small

misunderstanding could push the two countries into a violent conflict.
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In May, Trump boarded a plane to Beijing. The war was not yet over, and Hormuz was still
half-closed. He didn't go in as a winner. | went as a guest. One variable, Iran, reset the negotiating
table before anyone could sit down. The knot | was planning to bury in spring followed me all the

way to the threshold of summer.
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Chapter 3: Beijing's silence

At the end of the meeting, a piece of paper is usually handed out. A sentence that the two
countries read together and signed together. It is called a joint statement. The joint statement is
proof that the two countries wrote the same words in the same place. Both sides submit the
agreement and what they promised together in one document at the same time. So the fact that a
joint statement was issued means that the two countries spoke with one voice, at least on one
piece of paper. The paper did not appear in Beijing on May 15th. Instead, the two countries issued

their own separate papers. Over the same two days, Washington and Beijing wrote different stories.

The piece of paper each person submits separately is called a notification in diplomacy. In
English, it is lead out. At the end of the meeting, a short notice is issued by each country's
government informing its citizens, "We talked about this." When the two countries have good
relations, the contents of the two notifications almost overlap. When there is a discrepancy, the
content written during the same meeting differs. This is because what is written and what is left out
clearly shows what the country considers important. The two notices issued from Beijing had more

differences than overlap.

This Beijing meeting was the second summit held at the Great Hall of the People on May 14 and
15, 2026. It has been about 10 years since an American leader set foot on Chinese soil. The first
meeting was held in Busan, half a year earlier, in October 2025. In Busan, the two countries signed
a one-year truce, and the deadline for that truce was approaching on November 10, 2026. So the

world waited with bated breath to see what Beijing would say.

The paper produced by the United States had 174 words. It was short and dry, like a quarterly
earnings report. 174 words is less than a newspaper article. The results of the meeting between the
leaders of the two countries for the first time in about 10 years were so thin that they were in vain.
The thinness itself was a sign. Either there wasn't much to write, or | only picked and wrote what |
wanted to write. Boeing planes, soybeans, beef, two new commissions. Trump had things lined up
to show off to voters in November. The paper provided by China was several A4 sheets. There was
an order written there, not an object. Constructive strategic stable relationship. It was a new
framework named by Xi Jinping himself. On one side, | wrote down the results for this quarter, and

on the other side, | wrote down the titles for the next decade.

Placing two pieces of paper side by side reveals what two people were looking at in the same

room.

A think tank in Washington summed up this meeting with two disjointed letters. Trump had five
B's in his head. Boeing, Biff, Beans, and the Board of Trade and Investment. These are all things
you can get your hands on before November. Boeing is an American-made passenger aircraft. Beef
is beef, and beans are beans. All three are goods sold by American farmers and workers to China.

There was a big election in the United States in November, and farmers' votes were at stake for



Trump. So he brought to the negotiating table items that could be sold immediately. There were
three T's in Xi Jinping's mind. Taiwan, customs, technology. These were all things that had to be
kept until 2049. 2049 marks the 100th anniversary of China's founding. The three words that Xi
Jinping came up with were the pillars that would support those 100 years. For Taiwan, the
legitimacy of the system, tariffs are the economic shield, and technology is the future
independence. Trump came with a 6-month bill, and Xi Jinping came with a 10-year defense line.

Two people's watches turned at different speeds on the same table.

So there was a difference between what | took and what | didn't take. The things that were taken
were things that could be seen. The two countries agreed to establish a trade committee and an
investment committee. The word 'committee' may sound grand, but if you look closely, it is a
permanent window created by the two countries to resolve issues on a timely basis. The Trade
Committee was a window to lower the threshold for consumer goods and agricultural products that
were not subject to security concerns, and the Investment Committee was a mechanism to expedite
screening for Chinese companies to build factories on American soil. In the United States, there is a
screening system that considers security and prevents foreign companies from purchasing
American companies or building factories in the United States. The Investment Committee was a
conduit to expedite the review only for non-strategic areas. The names of U.S. Trade
Representative Jamison Greer and Treasury Secretary Scott Bessent followed. Greer was in

charge of U.S. trade negotiations, and Bessent was in charge of the country's purse strings.

After learning that a blanket cutoff only raised U.S. prices, Washington was turning to managed
trade. At one point, the United States tried to cut off all trade with China. This was called
decoupling, or decoupling. However, when the trade was cut off, cheap goods imported from China
disappeared, and prices in the United States rose first. The structure was such that the one who
quit suffered the loss. So, instead of completely cutting it off, Washington turned to blocking items
that are considered security-related while managing and trading items that are not. That is
managed trading. The two committees were the vessels for that change of direction. China has
promised $17 billion worth of agricultural products and 200 Boeings each year. The number

America expected was bigger, but for Trump, a big number was enough.
But the real silence was at customs.

Tariff is a tax levied on goods coming from another country. When taxes rise, the price of the
product rises and it does not sell well. Therefore, tariffs become a weapon to suppress the vital
points of the other country's economy. This tariff was the core of the truce signed between the two
countries in Busan. In Busan, the United States decided not to pull the trigger on additional tariffs
targeting China for one year, and in return, China suspended export controls on rare earth
resources for one year. Rare earth elements are key elements used in missiles, fighter jets, and
artificial intelligence chips, and China controls most of the world's supply. The ceasefire in Busan

was a promise between the two countries to take a break from each other's critical situations for just
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one year. The end of that year was November 10th.

Before entering the conference room, what the world was waiting for was one word. This means
extending the one-year ceasefire concluded in Busan. On November 10, five clocks strike on the
same day. Everyone believed that it would be rewinded in Beijing. The day after the meeting,
Trump told reporters: They said they did not even discuss the issue of extending the ceasefire with
Xi Jinping. The Minister of Finance went one step further. There is no need to rush and we can

meet again at the end of the year to renew.

Not talking about it doesn't mean it's just left blank. This means that the deadline was left
untouched and allowed to run its course. To extend a ceasefire, someone would have to stop the
clock and rewind it. Trump didn't touch the clock at all. So the clock did not stop and kept rolling
towards November 10th. A Brookings analyst said that the meeting looked good on the surface but
had little substance. The fact that the message was thin meant that no one had touched the clock
that went to November. Going into the talks, the biggest expectation the world had was for the
ceasefire to be extended, but that extension did not happen and there was not even a promise to

extend it.

It wasn't just tariffs that were missing. The American paper had rare earths written on it, but the
Chinese paper did not. The American paper had Hormuz written on it, but the Chinese paper did
not. Hormuz is a narrow sea route in the Middle East, through which much of the world's crude oll
passes. The United States wrote that China agreed to cooperate in persuading Iran to keep this
road open. The promise was not visible on the Chinese paper. What the United States called an
agreement, China sidestepped it in many ways. Not writing down means not being tied down. The
sentences written in the notification become a promise that the country takes responsibility for
before its citizens, but sentences that are not written can become something that never happened
at any time. And from both papers, one of the sharpest words exchanged in the conference room
was erased. It was Taiwan. Xi Jinping warned that mishandling the issue would jeopardize
relations, and the United States did not put that word anywhere in the 174 words. The warning was

answered with silence.

The solid outcome of this meeting was not an agreement. This was my next appointment. On
September 24, Xi Jinping makes a return visit to Washington. The two giants had a bunch of
problems they couldn't solve, and they put another space on the calendar to solve them. Beijing's

silence was not empty. It was filled with the sound of a clock ticking toward November.

18



Chapter 4: The deadline of November 10th

The knot that two people tied in Busan had an invisible timer attached to it. Five measures were
scheduled to be released on the same date. November 10, 2026. When midnight passes on that

day, weapons that have been dormant for a year wake up all at once.

First, we need to figure out what happened in Busan. On October 30, 2025, U.S. President
Trump and Chinese President Xi Jinping sat face to face in Busan on the occasion of the
Asia-Pacific Economic Cooperation (APEC) summit held in Gyeongju. It was the first summit
meeting between the two. The agreement that came out of it was not a peace treaty. Looking at the
data released by the U.S. White House the following day, November 1, all sanctions suspension
measures exchanged were written to be suspended "for one year from November 10, 2025" or
extended "until November 10, 2026." It had the same beginning and the same ending. So, on the
same day, one year later, the measures that were holding each other by the neck will end all at

once.

Let's see what wakes up one by one. The fentanyl tariff had been lowered to 10 percent. Fentanyl
is a synthetic drug that kills tens of thousands of people each year in the United States. The United
States had imposed a punitive tariff of 20 percent on Chinese imports because the raw materials
flowed from China, but this was cut in half to 10 percent when China decided to cut off shipments of
raw chemicals to North America in Busan. It was conditional so that if the promise was broken, it
could be raised again. Next to it lay suspended 24 percent retaliatory tariffs, and behind them
loomed the shadow of high tariffs that had once soared to 145 percent. Tariffs are ultimately taxes
placed on imported goods. If the tax rate is 145 percent, it means that you have to pay $245 to buy
a $100 product, so trade itself will be cut off at that level. The 50 percent subsidiary rule, which the
U.S. attempted to tie to Huawei's disguised affiliates, was designed to be suspended for one year

and then reinstated indefinitely from that date.

We need to take a moment to unpack what the 50 percent rule is. The United States places
companies that it considers a threat to security on a list called the 'Entity List' and prevents them
from selling cutting-edge semiconductors and equipment. Huawei and SMIC are on the list. The
problem was that they established a small company under a different name and made indirect
income through that company. So the U.S. Department of Commerce created a rule so that
companies on the list that are more than half-owned by October 2025 will automatically be grouped
together. It was a bar blocking the way out to a paper company with a different name. This bar has

been unlocked in Busan for one year. And from November 10, 2026, it was locked again indefinitely.

Announcement No. 61, the 0.1 percent net that China had sheathed, was about to be unfolded
again on the same day. This also needs to be explained. Rare earth elements are essential
minerals for making magnets used in electric vehicle motors, missile guidance devices, and stealth

fighter jets. Almost all of that processing is controlled by China. China brought out Notice No. 61 in



October 2025, and the reason it is scary is because of its scope. Even products made outside of
China by companies in other countries can be sold only after obtaining permission from Beijing as
long as Chinese rare earth elements are mixed in as little as 0.1 percent of the final product value.
This means that even products made in factories in other countries are bound by Chinese law. A
threshold of 0.1 percent effectively means putting all products into the net. In Busan, China issued
Notice No. 70, halting the global implementation of these controls for one year. November 10th is
when that pause ends. Port fees that were about to be caught by Chinese ships were also hanging
on the line. It was a response to Article 301 of the Trade Act prepared by the U.S. Trade
Representative to combat China's dominance of the shipping and shipbuilding industry. A fee is

levied on each Chinese ship that enters the port, so if it is revived, logistics will get tangled up.
Same timer. Five clocks showed one hour.

| saw briefly a year ago what would happen when the net was opened again that day. When
China briefly tightened its supply of rare earths, Ford plant managers halted lines, saying supplies
were uncertain day by day. Because there wasn't one tiny magnet that fit into one car, an entire
huge assembly line stood still. The U.S. Center for Strategic and International Studies wrote that it
was "the brink of a major global economic crisis." When Announcement No. 61 wakes up on
November 10th, the disruption will occur not in one factory but in multiple industries simultaneously.
Lockheed's fighter line, missile factory, and electric vehicle plant all stop in front of the same
component. The F-35 line in Fort Worth, Texas, and Raytheon's guided missile production line are
also on that line. If the 50 percent rule is revived on the same day, the procurement network that
China has quietly built over the course of a year will become illegal overnight. One side locks up

resources, the other side locks up technology. Pressing each other's vital points at the same time.

One may ask why the five measures were scheduled to be released on the same day. Because
that was the structure of the negotiation. The United States suspended the 50 percent rule and
tariffs and port fees for one year, and China suspended rare earth controls for one year. The
swords are sheathed with the same length. The grace period was set at one year so that if one side
pulled out the sword first, the other side could pull it out immediately. So, November 10th became

not a deadline for just one person, but a deadline for all five in a row.
However, the feelings of the two people looking at the same date were not the same.

The US Treasury Secretary said he was in no hurry. They said we could meet again at the end of
the year and renew. Those were leisurely words. That extra money was borrowed clothes. Trump
was due for the midterm elections on November 3rd. Midterm elections are elections to re-elect
congressional seats in the middle of a president's term. If he loses here, the president will be
stranded for the rest of his term. Before that, we had to put Xi Jinping on the White House red
carpet on September 24th. Because he needed a picture showing that he had brought China to its
knees. He calculated that the sight of Xi Jinping stepping on the steps of the White House would be

his strongest support at the campaign trail. To get that picture, he delayed signing the Taiwanese



arms sale papers. It was impossible to offend Beijing. Although they said they were in no hurry,
given the situation, it was Beijing, not Washington, that did not need to rush. The American media
saw Trump as running on a much shorter and more urgent political clock than Xi Jinping. In Xi
Jinping's sights were the 2027 Party Congress and the year 2049. 2049 is the 100th anniversary of
the founding of the People's Republic of China. For those who see the year ahead and move on,

next fall is just a moment. His clock was long, Trump's clock was short.

There was a deep gulf between America's public stance of not rushing things and its actual sense
of urgency. At the second summit in Beijing in May, Trump failed to extend the ceasefire deadline in
advance. He stated that he did not even discuss the issue with his own mouth. There was no joint
statement. The two countries only issued separate announcements. Instead of extending the
ceasefire in advance, the talks were postponed until September, just before the deadline expired.

On the outside, | was relaxed, but on the inside, that relaxation was empty.

The same year, the two countries used it differently. The United States tried to wean China off of
rare earths. The Ministry of National Defense invested money in MP Materials, the country's largest
rare earth company, and became the largest shareholder, guaranteeing a price floor of $110 per
kilogram for 10 years. The government supporting the price floor means supporting American
mines so that they do not go bankrupt even if China slashes prices. In the past, China has caused
rare earth mines in other countries to close one after another through low price offensives. It was a
shield to block that tactic. However, it takes 5 to 10 years to connect from the mine to the magnet.
All steps to separate, purify, and turn mined minerals into magnets are completed without China. It
was a task that could not be completed within a year. China accumulated semiconductor equipment
during that year. | stocked up on what | could before the rules got locked down again. Huawei and
SMIC have resorted to indirect imports and stockpiling toward Ren Zhengfei's goal of 70 percent
self-sufficiency by 2028. Both looking at the same watch, one struck down the shield and the other

filled the storehouse.

Korea is caught in the middle of this fault line. If controls are restored all at once in November,
South Korea will be shaken on three fronts simultaneously. On the trade front, the 24 percent
retaliatory tariff is back, and the threat of U.S. tariffs targeting cars and batteries is revived. On the
technology front, the 50 percent rule is alive and well, with Korea's flagship product, high-bandwidth
memory, being caught in the U.S. Foreign Direct Production Rule net. High-bandwidth memory is a
memory that is attached next to an artificial intelligence chip and quickly carries data, and is a key
component in the artificial intelligence era. If it is tied to US rules, the road to China will be blocked,
and Samsung Electronics and SK hynix will fall into the trap of being exposed to both the US and
China at the same time. On the resource front, the supply of rare earth elements and minerals used
in electric vehicle motors and semiconductor equipment is cut off. Whether or not Korean factories

operate will depend on the Chinese Ministry of Commerce.
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There was one exit on the way to November 10th. September 24th. This is the day Xi Jinping is
scheduled to pay a return visit to Washington. This is the date that Trump made public in May in
Beijing in front of the whole world. This is the final negotiation, one and a half months before the
deadline expires. However, this invitation also meant handing over the entire leadership of the
negotiations to Beijing. If the visit is to happen on September 24th, the United States will not be
able to make any major moves to provoke China until then. It will become difficult to sell weapons to
Taiwan, implement new semiconductor regulations, and impose new tariffs. If the United States
crosses the line, Xi Jinping can cancel the return visit with a statement and close the rare earth
valve right before the election. If the knot cannot be re-tied there, the five clocks will strike at

midnight on November 10th as promised.

The Busan deal was not peace. It was a one-year alarm. The rest of this book is a record of what
happened on the tariff, semiconductor, resource, and Taiwan fronts in the year leading up to that

alarm. And where all those fronts pass, Korea stands.

Part 2: Tariffs, broken swords and newly drawn swords



Chapter 5: The Supreme Court Breaks Its Sword

There was a small parish company in California. Running Resources. It was a place that sold
children's sticks and toys imported from China. In February 2025, the company's bookkeeper was
told to add one more tax line to its income tax return. 10 percent. The president declared fentanyl a
national emergency and imposed tariffs under the National Emergency Economic Powers Act. That

one line rose to 20 percent a month later.

Let's start by pointing out what the law is. The National Emergency Economic Powers Act is
abbreviated as IEEPA. It is an emergency power that allows the president to block or tie up the flow
of money and goods if he declares that he has encountered an unusual and special threat from
outside the country. This law was originally created to freeze the assets of enemy countries. Trump
defined fentanyl as a threat and imposed tariffs on it, and used the same law as the root of
reciprocal tariffs targeting dozens of countries around the world due to trade deficits. In normal
times, tariffs move within the tax rates and procedures set by Congress. By opening the door to a

state of emergency, the president could raise or lower tax rates with a single executive order.

What this company, which had neither an aircraft carrier nor a semiconductor factory, did was
bring the President of the United States to court. New York wine importer V.O.S. Selection, several
small businesses, and twelve states joined with the same question. Is it constitutional for the
president to impose tariffs on the entire world through an emergency law? The two pieces of cow

were tied together and made it all the way to the Federal Supreme Court.
On February 20, 2026, the Supreme Court responded. It's not right.

The verdict was 6 to 3. Chief Justice John Roberts wrote the majority opinion. His reasoning went
straight to the First Amendment. The power to levy taxes and tariffs and to line the pockets of the
people belongs solely to Congress. The framers of the U.S. Constitution confined that power to the
legislative branch and left no sliver of it to the executive branch. It is a promise that the sword that
raises money will be held by the parliament elected by the people. The government argued that
since the law gave the president the power to regulate imports, tariffs would also be incurred.
Roberts ran down a list of the powers listed in the law. Investigate, block, regulate, ban. Among the
nine verbs, there were no tariffs or taxes. He wrote that regulating means controlling and
coordinating, not collecting money. The argument was that a tariff is a tax levied on imported
goods, and that the authority to levy tariffs is the authority to levy taxes, and that this is something

that the Constitution pins down to Congress.

He went one step further. The standard he came up with is called the main question principle. If
the power is so great that it can completely shake up the country's economy and politics, when
Congress tried to hand it over to the president, it should have been clearly written down in a clear
sentence, not slipped in as an ambiguous word. No president has used this law on tariffs in half a

century. Trump first filled the vacant seat, and the Supreme Court ruled that the seat should have



been vacant in the first place.

Even within the majority opinion, there were two paths. Roberts, Neil Gorsuch, and Amy Coney
Barrett put this key question principle at the forefront. Elena Kagan, Sonia Sotomayor, and Ketanji
Brown Jackson stood together in the conclusion, but believed that it was sufficient to simply read

the legal text without invoking such grand principles.

Here | will point out a point that is easy to confuse. The Supreme Court did not abolish the IEEPA
law itself. The law lives on. What collapsed was the president's disposition to use that law as the
basis for tariffs. This means that it is an act that is outside the scope of the Congress and is outside
its authority. It is not that the law is dead, but what was done with it exceeded its authority. So,

fentanyl tariffs and reciprocal tariffs that relied solely on IEEPA fell flat.
The knife was broken. But underneath the broken knife was a bill.

We had to return the customs duties already collected. The numbers are conflicting as to how
much that money is. There is an estimate that the money collected in 2025 alone will exceed $200
billion, and the refund amount that will need to be repaid in the future is estimated to be $166
billion. The number of customs clearance cases subject to refund claims is 27 million. However, the
Supreme Court only said that the tariff was illegal, but did not say anything about how the money
would be returned. It is not a structure where the government returns money on its own. Each
importer must hire a lawyer, file a lawsuit in court, and obtain a ruling. Why does it become muddy?
Customs determines the tax amount for each import and goes through a liquidation procedure to
close the ledger, but it is not clear to what extent already closed ledgers can be reopened. In
addition, importers often pass on the burden of customs duties to consumers or business partners,
leading to fights over who should share the money returned. One broken knife turned into tens of

millions of lawsuits.

An even stranger thing happened in Busan. Four months ago in Busan, Trump offered to cut
fentanyl tariffs from 20 percent to 10 percent in return for China stopping rare earth imports. That 10
percent was a concession offered by the United States. The promise to reduce tariffs is valid only
when the tariff to be reduced remains intact. However, when the Supreme Court invalidated the law
itself, which was the root of the tariff, the 10% reduction that was promised became 0%. Since the
tariffs have completely disappeared, there is no longer anything to reduce. The cards to bring to the
negotiation table were evaporated into a single ruling. The one-year ceasefire that had been barely
held in Busan began to falter, and the deadline for easing the ceasefire, November 10, 2026, was

approaching.

On the other side, Justice Kavanaugh wrote a warning: This ruling does not end the president's
tariffs. The president simply checked the wrong legal box, and with a few steps to check by
checking the other box, he could reimpose almost the same tariffs. Sections 122, 201, and 301 of
the Trade Act, and Section 232 of the Trade Expansion Act. Unlike IEEPA, it is a box in which

Congress clearly wrote down the procedures and delegation, so it stood undisturbed by this ruling.



Next to the broken knife, there were several knives that had not yet been drawn.

And Trump was already reaching for his next knife the afternoon the verdict came out.
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Chapter 6: Trump picks up another sword

This was before the ink on the verdict had even dried. On the afternoon of February 20, 2026, the
very day the Supreme Court declared the IEEPA tariffs illegal, Trump stood before reporters.
Instead of admitting defeat, he predicted the next sword. They said they would impose a different

law again. Where one of his swords had broken, he was reaching for the armory.

First, we need to figure out what knife was broken that day. IEEPA is the National Emergency
Economic Powers Act. The law allows the U.S. president to broadly regulate trade and the flow of
money when he declares a state of emergency. With this one piece of legislation, Trump imposed a
10 to 20 percent tariff on China under the pretext of cracking down on fentanyl, and attempted to
set up reciprocal tariffs on dozens of countries around the world under the pretext of trade deficits.
It was the fastest and roughest sword that could be wielded without limit in range or amount in one
declaration of emergency. The Supreme Court broke that sword. The Constitution gave only
Congress the power to tax to put money into the people's pockets, but the power to tax was not
included in the IEEPA's power to "regulate" revenues. When the sword broke, the customs walls

built on top lost their legal basis in one fell swoop.

Four days later, a new knife appeared. Article 122 of the Trade Act. It was a provision that has
never been enacted in half a century since it was created in 1974. This sword allows the president
to temporarily impose a surcharge on imports when the U.S. trade balance is severely disrupted.
For Article 122 to wake up, one of three things must happen. There is a large and serious trade
balance deficit, an imminent decline in the value of the dollar in the foreign exchange market, or a
situation that requires cooperation with foreign countries to correct the trade balance. Trump heard
the first one. The justification was that the United States purchased $1.2 trillion worth more goods
than it sold each year. There was a reason why no one used this clause for half a century. This is
because it has such a narrow purpose that there is no need to take it out on a daily basis, and
above all, it is a knife with a short blade and short lifespan. On February 24, 2026, the United
States reimposed a 10 percent tariff on global imports with this provision. The tariffs that had been

levied under IEEPA were removed, and a new name tag, Article 122, was added in the same place.

The rusty knife had two flaws. It was the length of the blade and the number of days it could be

used.

Section 122 can only increase tax rates by 15 percent. | can't go above that. It was not a sword
that could be wielded without limit like IEEPA, but a sword with tax rates and periods nailed into the
article itself. The day after the activation, Trump wrote on Truth Social that he would raise the rate
by 15 percent. It meant going all the way to the ceiling permitted by law. But that increase was not
put on paper, and what actually went into effect was 10 percent. Customs informed me to charge it

at 10 percent. | reached for the ceiling, but my feet landed below it.



The second fault was heavier. Article 122 only lasts 150 days. After five months, the knife will
break on its own. If tariffs are to continue thereafter, the administration cannot extend the period at
will, and Congress must enact a new law. There was no way lawmakers worried about inflation
ahead of the midterm elections would easily pass the law. The Senate also passed a resolution to
lift the 25 percent tariff imposed on Canada. So, rather than a defense shield, Article 122 was an

hourglass with sand starting to fall.

So Trump started sharpening the next knife before he ran out of sand. It was Article 301 of the
Trade Act.

Article 301 is a provision that imposes retaliatory tariffs due to unfair trade practices of the other
country. This is the same sword that Trump piled up tariffs of up to 25 percent on over $300 billion
worth of imports from China during his first term. It was not an unfamiliar weapon used for the first
time, but rather the main weapon that one was most familiar with. The way it works is different from
Section 122. The U.S. Trade Representative investigates the trade practices of other countries, and
the president imposes retaliatory tariffs based on the results of the investigation. It takes more time
because it is not an emergency but an investigation. However, once retaliatory tariffs are imposed,
there is no time limit such as 150 days. On the day of the ruling, Trump had already listed the items
for the Section 301 investigation. Overcapacity, forced labor, pharmaceutical prices, discrimination
against American technology companies, digital taxes. In addition, the second administration was
already launching a Section 301 investigation targeting China's shipping and shipbuilding
industries, imposing special fees on ships entering U.S. ports. After going through the process of

investigation, tariffs are reborn not as an emergency but as retaliation.

This is how the picture of the continuous running was completed. Section 122 fills the place
where IEEPA fell for five months, and before the end of those five months, Section 301 takes over
and solidifies the tariff as permanent. The name of the sword was changed in IEEPA to Article 122
and then again to Article 301. However, the price paid by the person who was cut by the knife did
not decrease even a penny. The 15 percent to 25 percent tax rate on Korean exports remained the

same. Only the crime has changed, and the sentence has not been reduced by a single dollar.

It was one sack that the Supreme Court broke. Articles 232, 338, 122, and 301 remained lined up
on the president's desk. Section 232 is for national security reasons, and Section 338 is a provision
that allows tariffs to be imposed on countries that discriminate against U.S. commerce. Only the
scabbard was different, but they were all swords given to the executive branch by Congress a long
time ago. Like a hydra that grows two heads when you cut off one head, all you had to do was
replace the legal basis. Justice Kavanaugh, who wrote the dissenting opinion, wrote it down in
advance. The president simply checked the wrong box, and if he ticked the right box and followed a
few steps, he could reimpose almost the same tariffs. Justice Gorsuch, who wrote a supplementary
opinion, went one step further. Once the executive branch takes power, it is nearly impossible for

Congress to take it back.
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This paradox had a more bitter side. The broken IEEPA was not only the sword that Trump
wielded, but also the sword of concession extended to China in Busan in October 2025. Trump cut
tariffs on fentanyl in half, from 20 percent to 10 percent, on the condition that China stop shipping
fentanyl raw materials and suspend offshore rare earth controls for one year. The legal root of the
cut was IEEPA. When the Supreme Court overruled IEEPA as a whole, the 10 percent discount
that the U.S. promised as a concession disappeared into thin air. The one-year ceasefire concluded
in Busan is once again on the brink of uncertainty. The ceasefire was set to expire on November
10, 2026.

The court was able to correct the process. But that didn't stop the move toward tariffs. At the spot
where the sword broke, the hand that held that sword immediately reached for the hilt of the next

sword. And one of the first places the hand aimed for was floating on the sea.
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Chapter 7: Stopped ship, deferred fee

Pears are not imported goods. This is the goods coming into the port. So you can't put tariffs on

ships. Instead, you can charge tolls. That was the answer the U.S. Trade Representative found.

There is something to briefly point out here. The Office of the United States Trade
Representative, or USTR in English, is a government agency that oversees U.S. trade policy. If it
determines that another country is doing business unfairly, this organization opens an investigation
and designs retaliation. The legal root of retaliation is Article 301 of the Trade Act of 1974. This
provision allows the Office of the Trade Representative to open an investigation and allow the
President to impose unilateral retaliation, such as tariffs or import restrictions, if a trading partner is
deemed to be causing unfair harm to American companies. It is one of the harshest weapons

available to the United States.

It started with a labor union. In March 2024, five U.S. unions, including the Steel and Marine
Workers Union, filed a petition. They were the Steel Workers' Union, the Electrical Workers' Union,
the Boiler Manufacturers' Union, the Mechanical and Aviation Workers' Union, and the Marine
Workers' Union. The argument was that China was suffocating American industry by sweeping up
shipbuilding and shipping with subsidies. People whose jobs are at stake have spoken out first. The
Office of the Trade Representative opened a Section 301 investigation about a month later. More
than 40 industry opinions were received and a public hearing was held. One year later, in early
2025, the Trade Representative reached a conclusion. The market domination of Chinese
shipbuilding and shipping is unfair. The response was the port entry fee. The idea is that a toll will

be levied every time a ship built in China or operated by a Chinese company enters a U.S. port.

Why was it a toll fee and not a tariff? Usually, Article 301 retaliation involves imposing high tariffs
on the price of imported goods. However, pears are not a product displayed in stores. It is an object
that enters and exits a port carrying cargo. Since the appearance of the industry itself was different,
the shape of the weapon had to be different as well. So, instead of tariffs, a new means called port

entry fees was introduced.

The fee is designed as a staircase. $50 per net ton from October 14, 2025. The next year it was
$80, then $110, then $140 again. The toll became more expensive every year. Every time a ship

touches a U.S. port, money multiplied by its weight is lost. The bigger the boat, the deeper the cut.
China drew the same sword on the same day.

On October 14, 2025, China also began charging special fees for U.S.-related ships entering
Chinese ports. It started at 400 yuan, or about $55 per ton, and went up every year like in the
United States. As if reflected in a mirror, identical tolls were turned on simultaneously in ports on
both sides of the Pacific. When one side turned on the toll, the other side also turned on the toll at

the same time. A ping-pong game took place on the sea in which each ship was penalized. But



China went one step further. On the same day, a Korean company was added to the sanctions

list.It was Hanwha Ocean.

To be exact, they were five U.S. subsidiaries of Hanwha Ocean. Hanwha Shipping, Hanwha
Philly Shipyard, Hanwha Ocean USA International, and two holding companies. The reason was
clear. This is because the Philly Shipyard, which Hanwha acquired, publicly supported the United
States' Article 301 investigation. In the fight between the United States and China over charging
tolls on each other's ships, the U.S. subsidiary of a Korean company got involved and was cut
down. For siding with the United States, Beijing tied the company's American arms. Being on the
sanctions list means that it becomes difficult for anyone doing business with China to deal with that
company. It is as if an invisible noose has been hung around the neck of a Korean corporation on

American soil.
And two weeks later, Busan brought everything to a halt.

In the shadow of the Busan summit on October 30, the swords on the sea were sheathed. The
Busan meeting was the first summit meeting between President Trump and President Xi Jinping.
The two countries agreed to postpone for one year a bundle of sanctions targeting each other's vital
points. It was not a sheath of the sword, but a truce where the sword was sheathed for a moment.
The United States has delayed implementation of Section 301 entry fees by one year. From 01:01
on November 10, 2025, to 11:59 p.m. on November 9, 2026, it was exactly one year, less than one
minute. China also responded. The Ministry of Commerce announced a 12-month suspension of
sanctions against five Hanwha Ocean subsidiaries. The logic was that since the United States
delayed toll payments, we should also postpone retaliation. The noose on Korean companies was
lifted as a byproduct of the ceasefire exchanged between the United States and China. Same

November 10th. One more ship caught on the five-point clock.
Here, Korea's place is revealed in a strange way.

Even though the United States slapped China's Joseon Dynasty with Article 301, it was unable to
build its own ships. America's ability to build merchant ships collapsed long ago. If you count the
number of large merchant ships built each year, America's share of the world market has become
almost invisible. China, on the other hand, has taken a huge chunk of the world's new ship orders.
There have been repeated warnings from Congress that China is far ahead of the United States in
terms of the speed at which it produces warships. Docks, skilled welders, and decades of
know-how do not come to life overnight. It was physically impossible for the United States to revive
its collapsed shipbuilding industry on its own. There was only one way to fill that gap in time and
ability. We are lending a hand to Korea and Japan, which share the global merchant shipping
market with China. So, in the same announcement, the White House wrote that it would postpone
sanctions against China while continuing historic cooperation with Korea and Japan to revive the
U.S. shipbuilding industry. The opponent to keep in check was China, and the hand to lend was

Korea.



Hanwha fell into that gap. He purchased the Philly Shipyard in the United States, established a
shipbuilding base on American soil, and entered the maintenance business for U.S. Navy ships.
Maintenance business, or MRO in English, is the maintenance, repair, and repair of ships. Hanwha
was the first time an Asian country entered this task for the U.S. Navy. The ships and hands made
by Korea have risen to the position of supporting the operations of the U.S. Navy. HD Hyundai has
also begun cooperation in nurturing American shipbuilding manpower. Beyond trade deals that
export merchant ships, Korean technology has been elevated to a position that supports one of the
pillars of U.S. security. During the same year, Korea stood under the knife edge of a 25 percent
reciprocal tariff. While automobiles and batteries bear the brunt of the sword, shipbuilding and
Alaska gas purchases have emerged as bargaining chips to cut tariffs. If there was a hand that hit

directly, there was also a hand that was held out and negotiated.

One company faced two faces within the same year. To Beijing, it was a target of sanctions, and
to Washington, it was a partner in revival. A stopped ship first showed that Korea was hanging at
the end of a knot tied by the US and China. The story about that place unfolds again at the end of
this book.

Part 3: Semiconductors, unlocked bars and closed customs



Chapter 8: H200, America opens, China closes

On January 15, 2026, a short rule was published in the Federal Register. The title was dry.
Revised licensing review policy for advanced computing products. There was one sentence in it.
When sending NVIDIA H200 to China, it is now reviewed on a case-by-case basis rather than
assuming rejection. The bolt that the Biden administration had locked twice was unlocked in one

line.

First, let's start with what the H200 is. NVIDIA is a company that makes chips that learn artificial
intelligence. The smartness of artificial intelligence depends on that single line of chip. Whether it is
a chatbot or a drawing model, massive artificial intelligence learns by performing numerous
calculations at once. NVIDIA's accelerator is the part that performs the calculations quickly. H200 is
the chip at the top of the accelerator. Inside is a component called high-bandwidth memory, or HBM
for short. Memory is a warehouse where data to be calculated is briefly stored. While regular
memory is a narrow road, high-bandwidth memory is a wide road with multiple lanes. If the road is
wide, data flows without being blocked, making artificial intelligence learning faster. So, each of

these chips became a battleground on which the two countries fought.

We also need to see who locked and unlocked that bolt. The U.S. Department of Commerce's
Bureau of Industry and Security is responsible for blocking or opening up the export of chips. This
department is called BIS in English abbreviation. This department is responsible for preventing
goods deemed dangerous from being sold abroad. The Biden administration effectively blocked the
export of advanced artificial intelligence chips to China twice, in October 2022 and October 2023.
The principle used at that time was the presumption of rejection. This means that when an
application comes in, they start by assuming that it is not accepted. It is as if the door is closed. The
January 2026 rule replaced that principle with case-by-case review. This means that each

application can be examined separately and passed. The closed door was completely opened.
America opened the door and placed several locks on it.

Ten Chinese companies were on the list. Alibaba, Tencent, ByteDance, Baidu, JD. Each
company could purchase up to 75,000 H200 units, but they had to be purchased only through
NVIDIA headquarters or an authorized distributor. The volume going to China should not exceed
half of the volume sent to U.S. customers. A U.S.-based third party had to test the chip's
performance on U.S. soil, and the recipient of the chip had to promise not to block remote access

and steal the weights of the learned model. The door opened, but the door frame was narrow.

Let's unravel what each lock means. The 50 percent volume cap is the regulation that it should
not exceed half. A ceiling was placed on China to prevent it from taking more H200 than half of the
chips destined for U.S. customers. It is a safety measure that artificially sets the height to prevent
China's computing power from growing large enough to overtake the United States. Having a third

party inspect the chip on U.S. soil means checking whether it performs as promised in the U.S.



before sending it to China. This is a device that prevents chips with stronger specifications than
promised from being secretly mixed in. The promise not to steal weight is a bit unfamiliar. A weight
is a chunk of numbers that the artificial intelligence has imprinted in its mind after learning. That
number is the power of artificial intelligence. This is a process that prevents the recipient from
remotely sneaking into the chip and stealing the entire number. In the industry, this identity
verification and appointment process is called KYC, or Know Your Customer Principle. This means

following through to the end and checking who lives and where they spend their money.

There is an even more stringent condition attached to this. The U.S. government takes 25

percent of sales.

This 25 percent was not a provision written in the text of the rule. Nowhere in the Federal
Register rules does it say that you pay 25 percent to the government. A month earlier, in December
2025, it was a behind-the-scenes deal in which Trump agreed to allow sales of the H200 to China
and receive a quarter of sales in return. The Wall Street Journal reported so. The summer before, |
got 15 percent off selling a down-spec H20. From 15 to 25, the toll tax went up. A dispute
immediately broke out in Washington. Article I, Section 9, Title 5 of the U.S. Constitution prohibits
imposing taxes on exports from any state. The question was whether collecting a quarter of sales
as a license fee was in fact an export tax. Former officials strongly opposed the move, saying it
meant trading national security decisions for money. However, there has yet to be a court ruling
that this condition was invalidated as unconstitutional. It is a confirmed fact that even the possibility
of unconstitutionality has been raised. Commerce Secretary Rutnick brushed it off, saying that what

China was receiving was only Nvidia's fourth-best chip.

Now America is open, tolls have been set, and locks have been put in place. All that was left was

for China to come in.
But China did not come in.

Five months after opening, not a single chip was delivered. It wasn't blocked by customs. There
was no scene like a customs clearance stop at the border. Alibaba, Tencent, and ByteDance, which
had received approval, placed and withdrew orders, delayed signing contracts, and delayed
transactions using distribution channels as an excuse. The customer who wanted to buy it turned
away from the front of the store. The American record is clear. Not one was delivered for five
months. The hand that stopped it was not the customs at the border, but the Chinese companies

themselves that committed the fraud.

Behind that was a gesture from Beijing. China's Ministry of Industry and Information Technology
quietly told its big tech companies not to buy H200 in large quantities. The Ministry of Industry and
Information Technology is a government department that oversees industry and information and
communications in China. The ministry silently pressured companies to delay approval or refrain
from purchasing. The state-run Global Times nailed it in its editorial. Relying on American chips

means giving up technological sovereignty. The Global Times is a newspaper published by the
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Chinese Communist Party's organ, and its editorials are considered a window into the inner
thoughts of Beijing. Instead, | was told to buy Huawei's Ascend. Greer, the U.S. Trade
Representative, did not hide his displeasure in front of reporters. We already approved export in
January and said it was China's sovereign decision whether to buy or not. We offered a carrot worth

billions of dollars, but the other party did not accept it.

Why did you reject it? Using a high-performance chip, even if it means paying a 25 percent toll
tax, is an immediate benefit. But the chip is connected to a pipe whose valve can close at any time.
Once you tie yourself to that pipe, China's Al will stop the day the US shuts it off. Xi Jinping's
leadership has called that dependence a permanent technological colony. This rejection is also in
line with the dual circulation strategy that China has been pushing since 2020. The policy is to
develop an economy that runs internally rather than relying on imports from outside. The moment |
received one H200, the route could shake like a sand castle. Even if efficiency was a little low, they
chose to close the market and allow Huawei and Cambricon to grow by feeding on the huge

domestic demand.

Beneath that guts was deep chic. This is a Chinese startup that, with an old chip whose
performance has been restricted by sanctions and a cost of around $6 million, has achieved results
comparable to models created by American big tech companies that spent billions of dollars.
Washington's premise that blocking chips would block artificial intelligence was cracked with just
that one action. DeepSeek showed that if hardware is lacking, software can make up for it. An
algorithm that cleverly reduces computation, bypassing the physical deficiencies of the chip.
Confidence spread in Beijing that it could do without the American chip, and that confidence pushed
out the H200. There is also an interpretation that what China was really aiming for was not the
H200, which had a lot of strict conditions, but to have the entire regulation lifted, even at its

superior, Blackwell. This is a way of shaking up the game by not accepting it.

That same January, another hand moved in just the opposite direction. While one department
received a quarter of sales and opened up legal exports, the Justice Department uncovered and
prosecuted a smuggling ring that was transporting H200 to China. The contradiction of saying they
would sell it legally and seizing it through smuggling occurred in the same month. Chinese
companies, which had stopped purchasing large quantities legally, were using shell companies in
Southeast Asia and the Middle East to import chips in small quantities, or accessing cloud servers

in the Middle East remotely and only borrowing computing power.

The inside of the door America opened was empty. The answer to that vacancy was coming not

from Washington but from Shenzhen.
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Chapter 9: Huawei's response

On February 17, 2025, Xi Jinping and technology company executives gathered in a conference
room in Beijing. Huawei founder Ren Zhengfei reported on the occasion. The worry that
cutting-edge chip production might collapse due to the inability to purchase American equipment
has been reduced thanks to the recent breakthrough. He leads a coalition of more than 2,000
Chinese companies and has pledged to make 70 percent of the semiconductor value chain
domestically by 2028. It was eleven months before the United States opened its doors to H200.

China's answer was already decided.

Here, let's first take a moment to point out what the Ascend chip is. Ascend is a dedicated
artificial intelligence chip made by Huawei. Training and running a chatbot or generative artificial
intelligence requires enormous calculations, and this is a component that quickly processes those
calculations. Chips made by the American company NVIDIA have overwhelmingly performed the
same task in the global market. Huawei's Ascend is China's attempt to replace the Nvidia chip.

Looking at how the card was made reveals how rough and precarious the task of self-reliance is.

Huawei's artificial intelligence chip Ascend is designed by Huawei and manufactured by SMIC. It
is a division of labor where design and manufacturing are not carried out by one company, but
rather are shared. Huawei draws a sketch of the chip. Decide which circuits to place where. SMIC
does the work of carving the sketch onto an actual piece of silicon and printing it into a chip. SMIC
is China's most advanced foundry, a factory that produces chips based on other people's designs.
A country can be self-reliant only when both designers and factories are located within one country.
Therefore, the alliance between these two is the central axis of China's semiconductor

independence.

Originally, Huawei planned to produce Ascend in Taiwan's TSMC's 7nm process. TSMC is a
Taiwanese foundry that makes the world's most precise chips. 7nm means that the circuit line width
within the chip is that thin. The thinner the line, the more circuits can be packed into the same area,
making the chip faster and more efficient. However, during Trump's first term, that path was blocked
as Huawei was placed on the US sanctions list, or entity list. The Entity List is a blacklist of
companies taken by the United States for security reasons. Once you get here, it becomes difficult
to buy products made with American technology. TSMC's advanced processes also contain a lot of

American technology, making it impossible for Huawei to receive chips through the front door.

Huawei opened a side door when the front door was blocked. Several disguised affiliates were
put forward. A disguised affiliate is a company that pretends to be unrelated to Huawei, but is
actually controlled by Huawei behind its back. These companies entrusted chips to TSMC
pretending they were their own orders. In this way, Huawei took over 2 million Ascend 910B logic
dies from TSMC. The logic die is the core brain piece of the chip, the part that actually does the

calculations. It's not the finished chip yet, but the kernel. Two of those dies are bundled together



and high-bandwidth memory is added to create a single 910C. High-bandwidth memory is special
memory that is placed right next to the chip to quickly move data in and out. Artificial intelligence
chips have a lot of data to handle, so if this memory is clogged, the brain will starve no matter how
fast it is. Therefore, cutting-edge packaging technology that attaches memory next to the brain

determines the success or failure of a chip.

Packaging is the process of combining two pieces of the brain and memory into one piece.
Although defects occur during the packaging process, about 75 percent survive. This means that if
you package 100, about 75 will come out intact. This means that 2 million dies are converted into
approximately 1 million finished chips. Bundling two brains at a time reduces the number by half,
and on top of that, some of the brains break in the packaging. | also stocked up on memory in
advance. Just before December 2024, when the United States began controlling memory in
earnest, more than a year's supply was purchased from Samsung through a disguised affiliate. The

warehouse was filled before it closed.

The center of gravity of manufacturing has shifted to SMIC at home. Since the way to retrieve
dies from outside could be blocked at any time, | had to develop my ability to take pictures from
inside. The SN2 factory in Shanghai has been running 7nm since July 2021. It predates the first
equipment controls in the United States by more than a year. The fact that the 7-nano line was
already in circulation before the United States put the lock on it shows that China has been quietly

preparing for it.

The problem was the equipment. To create the most precise chips, exposure equipment called
EUV is required. Exposure is a process that imprints circuit patterns on silicon using light. Just like
printing a photo, light is emitted to engrave a circuit diagram. EUV is a machine that engraves very
thin lines at once using light with an extremely short wavelength, but only one company, ASML in
the Netherlands, made it, and the United States prevented it from going to China. SMIC, which was
unable to obtain cutting-edge exposure equipment called EUV, created 7nm by engraving the same
spot multiple times with equipment of a lower level. Since | can't draw a thin line at once, | use a
thick brush to draw the same spot over and over again to make it thinner. It takes a lot of work, and

the risk of misalignment increases with each additional engraving.

The price was the yield. Yield is the rate at which something usable comes out of what is made. If
| putin 100 pages, only around 20 came out usable. This means that 80 sheets are discarded. As
the same spot was engraved multiple times, misaligned defects were generated. To break through
this bottleneck, Huawei secretly moved American-made equipment from its factories and partners
to SMIC. Insufficient equipment was imported from elsewhere and brought to SN2. They told the
American company that sold the equipment that they only used old chips and had nothing to do
with Huawei. In this way, we have increased our 7-nano production capacity and are even
attempting the uncertain path to 5-nano without EUV. The idea is to create 5 nanometers, which are

thinner than 7 nanometers, by overlapping and engraving the thin lines without a machine that can
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draw them all at once. No one knows yet whether it will happen or not.

If you listen to this point, it sounds like you are almost ready to become self-reliant. That's not

true.

The real power of a chip isn't just the hardware. It is the software that runs the chip. No matter
how good your brain is, if you don't have a command system to move it, you're just a stone. When a
developer creates an artificial intelligence model, a bridge is needed to translate the code into
words that the chip understands. That bridge is the software ecosystem. NVIDIA has been
cultivating a software ecosystem called CUDA for decades. Developers around the world are
familiar with CUDA, and it is rich in tools, examples, and know-how. That thickness is Nvidia's real
moat. Huawei's can is still not fully ripe. CAN is software created by Huawei for the Ascend to

compete with CUDA. The bridge has been built, but it is still broken and shaking in places.

The Ascend 910B has similar performance on paper to the 2019 Nvidia A100, but its software is
unstable and often freezes. On paper, the numbers follow the level of the Nvidia chip from 6 years
ago, but when you turn it, the can shakes and stops. It doesn't live up to the numbers. At one point,
even DeepSeek thought the Ascend was insufficient for training purposes. DeepSeek is a Chinese
artificial intelligence company that has achieved results comparable to the American model with
fewer resources. Even that picky company found it difficult to train a model from scratch using
Ascend. Huawei executives were not being harsh when they said that the company was one chip

generation behind.

So Huawei chose to make up for the missing piece with multiple pieces. If the efficiency of one
chip declines, numerous chips will be bundled together to catch up with the overall computing
power. If one person is weak, they line up several people and divide the work. Scale instead of
efficiency. However, the more chips are bundled together, the greater the leakage due to data
exchange between them, so this method is not free. DeepSeek added its help here. The company,
which achieved comparable results to the American model with an older, sanctions-bound chip,
refined its model to run well in the Ascend. The code was modified to avoid the weak points of the
chip on the model side. Huawei also entered the Global Developer Tools Foundation and worked its
way into the ecosystem to ensure that the world's code supported its chips. He is trying to gradually

bring the thickness that Cuda has built up towards him over time.
Why did China go down this difficult path when the United States was opening its doors?

There was a toll tax on the gate that America opened. That's a quarter of sales. If NVIDIA sells
the H200 to China, the US government will take 25% of the sales. And that door could close again
with one decision from Washington. The United States has been loosening and tightening chip
exports. Once you tie yourself to that pipe, China's artificial intelligence will stop the day you lock it.
This means putting the lifeline of core infrastructure into someone else's hands. Rather than accept
that dependence, Xi Jinping's leadership chose to build up low-yield, poorly developed domestic

chips by the million. This is a way to lose efficiency but preserve sovereignty.



However, this choice does not mean a complete victory for Huawei. The cost of switching to your
home country's chips remains the same. Chips with lower efficiency need to run more and consume
more electricity. Software is still shaky, and the road to 5nm is in the fog. No matter how much you
stack the Ascend, it won't be able to keep up with Nvidia's latest chips for some time. A cold
diagnosis is that even with the scale that Huawei is raising now, it will take about two more years to
surpass the H200 level of chips released by the United States. China knew that there was a gap of

two years, and chose to endure that gap.

What the United States threw at H200 was a carrot. China didn't accept that carrot. Instead, they
chose chips they made with their own hands using smuggled dies, secretly moved equipment, and
stored memories. | did it even though | knew it would be less complete. The reason why the inside
of the doors opened by the United States was empty was in the factories in Shenzhen and

Shanghai.
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Chapter 10: 50% rule, the quietest weapon

It takes several months for the United States to find a front company and place it on its sanctions
list. It only takes a few days for China to set up a new company on paper. The companies on the
list, including Huawei and SMIC, exploited this speed gap. If one area was blocked, a new hole was
drilled next to it. When America raised the gavel, heads rose from other places. It was a

never-ending game of whack-a-mole.

Let's start by looking at the stages of this game. Within the U.S. Department of Commerce, there
is a department called the Bureau of Industry and Security. It is called BIS in English abbreviation.
The list operated here is the entity list. Translated into Korean, it is a list of export restrictions. To do
business with companies named on this list, U.S. companies must obtain separate government
permission. Permission is usually not granted. This list was a bulwark against the flow of American

technology to enemy countries.

There were gaps in the shield. This is because a list is a way of writing down names. Only the
companies whose names are written down are blocked. So companies like Huawei, SMIC, and
YMTC, which makes memory, set up disguised affiliates and paper companies throughout China. A
paper company is a company that exists only on paper, with no actual factories or employees.
These companies whose names are not on the list stepped forward and purchased American
semiconductor equipment and parts on their behalf. The goods purchased in that way were later
distributed to Huawei and SMIC. This is where the asymmetry appears. While it takes the United
States months to identify, investigate, and list a new shell company, it only takes a few days for
China to set up a new shell company. The blocking side was slow, the penetrating side was fast.

This is why the term 'whack-a-mole game' came about.

In the fall of 2025, the U.S. Department of Commerce's Bureau of Industry and Security came out
with a rule that would end the game once and for all. The name was long and dry. Expand end-user
control to include affiliates of certain listed companies. The market shortened it. The 50 percent

subsidiary rule.
The way it worked was simple and ruthless.

Any company in which a company on the sanctions list has more than a 50 percent stake is
automatically subject to the same controls, regardless of its name. There is no longer a need for the
United States to find the names of shell companies one by one. In places where Huawei owns more
than half, whatever the sign is, it is tied to the control network at once. It's pollution that goes from
top to bottom. If the parent company is on the list, the shadow companies below it are locked
together in a row. A new company that was set up in just a few days was already locked up the

moment it was set up.



Direction is important. Pollution flows from top to bottom. The parent company whose name is on
the list pulls out the subsidiaries in which it owns more than half of its shares and locks them up in a
control network. The structure is not such that one small subsidiary below corrupts the entire parent
company above. It's backwards. Parents color their children, not children color their parents. The
standard is 50 percent equity. If Huawei or SMIC are companies that cross that line, no matter what
their name is or where they are, they all fall into the same net. U.S. regulators no longer have to go
through the trouble of finding each and every name of a paper company and writing it down on a
list. The hammer in the whack-a-mole game has been changed to cover the entire hole where the

mole will rise in advance.
What makes this weapon scary is that it is not noisy.

Tariffs are expressed in numbers. 100 percent, 25 percent, it's on the front page of the
newspaper. When tariffs are imposed, headlines immediately appear saying which country has
increased the tariff and by how much. Retaliation takes place and negotiations take place.
However, the 50 percent rule only changes one line of the definition. With just one baseline of half
the stake, the entire invisible procurement network becomes subject to control. There are no
explosions, no headlines. From one day on, those companies will no longer be able to use

American technology. It was the quietest, widest net.

This net is not spread only within the United States. There is another sword in the United States
called the Foreign Direct Production Rule. The English abbreviation is called FDPR. This rule states
that even if a product is made outside the United States, if American technology or American
equipment was used in the manufacturing process, it is subject to U.S. control. Semiconductors are
virtually impossible to manufacture without American technology. So, even chips made by allied
companies, whether Korean, Dutch, or Japanese, are bound by this rule. Chinese companies newly
caught in the 50 percent rule will have their transactions cut off not only with American companies
but also with companies around the world tied to the FDPR. This is why a quiet line of justice

reaches a factory on the other side of the world.
However, this net was pulled back about a month after it was spread.

This is because China held hands. In October 2025, China's Ministry of Commerce issued Notice
No. 61. It was a measure aimed at rare earth elements. Rare earths are metals used in magnets
and motors of fighter planes, missiles, and submarines. China controls most of the world's refining
volume. Notice No. 61 allows products made outside of China to be exported only after obtaining
permission from the Chinese government if they contain even a small amount of rare earth
elements from China. The U.S. defense industry has been taken hostage. At a time when the
United States was trying to strangle Chinese semiconductors with the 50 percent rule, China
strangled the U.S. defense industry with Announcement No. 61. One side blocks the chips, the
other blocks the resources. Where both hands touched each other's throats, the bust opened, and

both weapons sheathed together on the same table.



At the end of October 2025, President Trump and President Xi Jinping sat face to face in Busan,
South Korea. It was a place where the world economy was pushed to the brink. The essence of the
deal was the exchange of two weapons. The United States delayed implementation of the 50
percent rule by one year. From November 10, 2025 to November 9, 2026. In return, China stopped
controlling offshore rare earths. The sword of semiconductors and the hand of resources were
taken away in one day. It was a transaction where the knife to block the chips and the hand to hold

the resource were laid down simultaneously on the same table for a year.

This moratorium was not a repeal. Legally, the two are different. Abolishing means completely
eliminating the rule, and suspending means temporarily stopping the rule on the premise that the
sword will come out again on a set date. There were two steps embedded in the rules. Stage 1 is a
one-year pause. From November 10, 2025 to November 9, 2026, all changes made to the 50
percent rule will be temporarily suspended. In the second stage, the suspended control will be
revived indefinitely on November 10, 2026. The Commerce Department wrote in its rules that it
would continue to look at these companies during the grace period. He didn't put down his sword,

but just paused for a moment, looking for a place to swing again.

The two countries differed over the same agreement. The White House called it a historic victory.
The suspension of the 50 percent rule has never been mentioned in any official Chinese document.
Rather, China's Ministry of Foreign Affairs and Commerce responded that it was a double standard,
saying that the United States had 3,000 export-controlled items while blaming China for only 900.
By not calling what appears to be a concession a concession, Beijing saves face. Even the quietest

weapon being stopped is the quietest thing to be done.

The year of pause was a time for China to fill its treasures. Knowing the date when the knife will
come out again, Huawei and SMIC's stockpiling is bound to speed up. In fact, Huawei has a history
of using paper companies to hoard more than a year's worth of Korean memory in the four months
before the US high-bandwidth memory control went into effect. High-bandwidth memory is a
component attached to an artificial intelligence chip that allows data to be exchanged quickly. The
English abbreviation is called HBM. It is the product that China is most thirsty for because it
determines the speed of artificial intelligence calculations. It is natural for those who know the date

of the ice age to fill their storehouses more vigorously.

And this clock also hangs in Korea. If the rule is revived, Korean equipment and materials
companies will have to individually search their shareholding structures to see if their trading
partners are subsidiaries of more than half of the sanctioned companies. It is necessary to look at
the shareholder list of each business partner and check whether Huawei or SMIC holds more than
half of the shares. If you do not know this, it will be a violation of US sanctions. Busan has simply

postponed the burden of compliance monitoring by one year.

On November 10, 2026, the quietest weapon will be turned on again. On that same day, Korean

memory companies were already on the edge of a knife.
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Chapter 11: Where Samsung and SK stand

The speed of an artificial intelligence chip depends on its memory. This component, called
High-Bandwidth Memory, or HBM for short, is the blood vessel of the chip. And there are actually
only two companies that make those vessels. SK hynix and Samsung Electronics. As of 2024, the
two companies combined will create 90% of the world's HBM. Micron in the US is only in the single

digits. The world is rushing toward artificial intelligence, but Korea is the one that fuels it.

Let's start by explaining what HBM is. What artificial intelligence chips do is to quickly exchange
huge amounts of data. No matter how fast a computing device is, it is of no use if data cannot be
delivered to the device on time. HBM is the road that carries that data. If an ordinary memory is like
a road laid out in a single line, HBM is a three-dimensional overpass that flows data all at once by
stacking several layers upwards. It is believed that this memory accounts for nearly half of the
manufacturing cost of a single artificial intelligence accelerator. No matter how expensive the chips
made by Nvidia are, they are not worth the price unless Korean HBM is embedded in them. This

means that for the world's artificial intelligence heart to beat, it had to pass through Korea's hands.
It was an overwhelming share. However, that share became a target, not a weapon.

The fact that one country produces 90% of the world's HBM also means that by pressing that
country, the entire flow of artificial intelligence can be controlled. When the United States wanted to
stop China's artificial intelligence, it didn't have to go after every chip going to China. All they had to
do was crack down on the hands that touched the veins of those chips: two Korean companies.

This is where the paradox of a strong hand becoming a weak one begins.

On December 2, 2024, the U.S. Department of Commerce placed HBM on its control list for the
first time. A control list is a list that prevents certain products from being sold to certain countries
without permission from the U.S. government. Once you are on the list, you cannot export your own
products at will. The target was clear. These were Huawei, which produces its own artificial
intelligence chips, and SMIC, which produces them. Huawei is a Chinese communications
equipment company that has been subject to U.S. sanctions, and SMIC is China's largest
consignment manufacturing plant that actually produces the chips. The problem was that Korea

provided the memory for the chip.

What the United States used as a standard for regulation was the speed at which memory flows
data. Memory that exceeded a certain speed was subject to control, and only older memories that
did not meet the threshold were subject to strict conditions and were released as exceptions. The
cutting-edge HBM currently used in artificial intelligence surpasses all of those thresholds. In the
end, exports of virtually all new HBMs to China have been blocked. Mainland China wasn't the only
place blocked. Several countries that the United States had listed as targets of concern have also

fallen into the same net.



The United States brought up the logic of the foreign direct production rule. Knowing how this rule
works will help you understand the rest of this chapter. Usually, a country's export controls only
apply to goods made in that country. However, the Foreign Direct Production Rule extends its reach
beyond national borders. The logic is that even if a product is made in another country or by
another country's company, if American technology or equipment was used even once in the
process of making it, it should be placed under the permission of the United States. American
companies hold the key to semiconductor manufacturing equipment. The American-made
equipment is also used in the factories where Samsung and SK produce HBM. So, even if the HBM
was made by a Korean company in a Korean factory, American equipment was used in the

manufacturing process, so it must obtain permission from the United States.

The United States has exempted 33 allies that have similar control systems from this rule. Places
like most European countries, Japan, Australia, and the UK. They acknowledged that they were on
the same side and took control. Korea, the world's largest HBM producer, was omitted from the
exemption list. This was along with other producing countries such as Taiwan and Singapore. Since
the country that produces 90% of the world's HBM was actually excluded from the exemption, it
was difficult to see it as a coincidence. U.S. officials confessed that the exclusion was a push to
bring South Korea into joint control between South Korea, the United States, and Japan. They
removed the carrot of exemption from Korea and pushed it to enter into a control agreement led by
the United States. Even when selling products made on their own land, Korean companies are now

required to obtain a stamp of approval from the U.S. government.
The rain didn't stop there.

Samsung and SK also have huge factories in China. Samsung makes NAND flash in Xi'an, SK
makes DRAM in Wuxi, and NAND in Dalian. NAND flash is memory that stores data, and DRAM is
memory that briefly stores data while the computer is working. By 2020, the two companies had
poured more than $20 billion into their Chinese facilities. It is worth over 28 trillion won in Korean
money. Once a factory is built, it cannot be easily moved. That money became a constant expense

in China.

In the meantime, these factories were able to import U.S. equipment without permission because
they were verified end users. This qualification, known as Verified End User or VEU in English, is a
type of pass given to companies recognized by the United States as trustworthy. With this pass, |
didn't have to get separate permission to enter the U.S. every time | brought in a piece of
equipment. Samsung and SK's Chinese factories have been rolling out this pass for a long time. In
September 2025, the United States took over its qualifications. It went into effect at the end of that
year. In place of the pass, a site license that is reviewed annually has been replaced. Now, the two
companies must submit to the United States in advance what equipment they will spend and how
much it will cost each year and undergo review. Moreover, the United States has drawn a line.

Permission to operate existing factories will be granted, but permission to increase production



capacity or advance technology will not be granted. The machines that were running were allowed
to continue running, but the path to adding new machines or switching to better processes was

blocked. Chinese factories are not stopped, but they are also prevented from growing further.
This is double exposure. There is the United States on one side and China on the other.

China is the largest market for Korean memory. About half of Korea's semiconductor exports go
to China. If you combine China and Hong Kong, the proportion goes up even further. The tragedy is
that the country where Korean memory is sold is the very country that is subject to such control.
The places that the United States wants to block are where Korea makes a living. At the same time,
Korea is building factories in the U.S. mainland due to the U.S. Chips Act. The Chips Act is a law
created by the United States to bring semiconductor factories into the United States. It has two
sides: it provides subsidies, but it also puts pressure on people to keep their supply chains in the
United States. Samsung is building a new factory in Taylor, Texas, and SK is building a new factory
in Indiana. Building a factory in the United States costs an average of 30 percent more than building
one in Korea or Taiwan. We accepted two bills at the same time: sunk costs tied to China and
investment bills from the United States. The money poured into China cannot be withdrawn, and

the new money demanded by the United States must be paid more expensively.

It was pushed up and down as well. The state-of-the-art HBM was shut down under American
control. This means that the path to producing the most expensive and best memory is blocked by
the United States. Below that, China's Changshin Memory undermined the market by releasing
general-purpose DRAMSs at low prices, relying on government subsidies. Changshin Memory is a
memory company grown in China. Although we are not yet able to manufacture cutting-edge
products, we have released commonly used general-purpose memory at a low price by supporting
it with government money. The expensive market at the top is blocked by the United States, and
the cheap market at the bottom is being pushed out by China. It was a sandwich where the top was

blocked and the bottom was pushed.

Busan gave me a breather for a moment. At the end of October 2025, Trump and Xi Jinping met
in Busan for the first summit. The two countries exchanged the weapons that were strangling each
other for equal weight. China has decided to suspend rare earth export controls for a year, which
could halt global supply chains. Rare earth elements are minerals that are also used in the
semiconductor process. If that supply was cut off, Korean factories could also come to a halt. In
return, the United States delayed implementation of the 50 percent rule by one year. The 50
percent rule is a rule that automatically puts subsidiaries with more than half of the shares of a
sanctioned company on the control list. If this rule remains in effect, Korean companies will have to
individually search through the shares of Chinese companies they do business with to determine
whether they are disguised subsidiaries subject to sanctions. As the 50 percent rule was
suspended for one year, the burden of having to carefully search each transaction partner's share

structure was postponed, and the risk of the plant stopping as rare earth controls were lifted was
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avoided. But that pause had an expiration date of November 10, 2026. The blade that stopped was

designed to return to the exact same spot a year later.

The Beijing meeting that followed did not address semiconductors at all. It was the second
meeting where the two leaders met again in May 2026. Korean companies waited for an agreement
in Busan to extend the deadline, but no such agreement was reached. Not even the tariff truce was
extended. Trump himself said he didn't even discuss the issue. The United States opened the door
to H200, but China did not buy it, and the world split into the American ecosystem and the Chinese
ecosystem. H200 is the next-generation artificial intelligence chip made by NVIDIA. The United
States cleared the way for conditional sales of the chips to China, but China did not buy any. Rather
than being tied to American chips again, it was a choice to go with their own chips even if they were
less efficient. A separate world has solidified, with one side centered around American chips and
the other side centered around Chinese chips. It was a parallel universe. Korea was caught

between those two universes.

Samsung and SK hold the card in their hands that the entire artificial intelligence era will run on.
This is 90% of the world's HBM. But | couldn't decide how to use that card. With the United States
left out of the exemption list and nervously waiting for China to fiddle with its minerals, we waited for
the disposition of the two giants. Even though you hold the strongest hand, you are in the weakest

position. The story of that place unfolds again in the final part of this book.

Part 4: Resources, Energy, and the Age of Symmetrical Retaliation
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Chapter 12: 0.1% net

In May 2025, the Ford plant in Chicago was shut down for a week. This was the line that was
used for the Explorer. It wasn't because the car wasn't selling. It was because one part was
missing. To be exact, it was because there was no magnet inside that part. This is because the rare
earth elements that hold the magnet firmly did not come from China. Ford's CEO said that rare

earth supplies could be limited by a day.

We must first explain the term rare earths. The name suggests that it is not as common as dirt,
but it is actually not that rare underground. The problem is digging and filtering. Several metals are
mixed together, and chemical processes must be repeated dozens of times to separate them one
by one. The process is dirty, dangerous, and expensive. So, while most countries in the world gave
up, China took over this task. This is why mining, smelting, and magnet manufacturing can all be

held almost in one hand.

Why are these metals important? The secret lies in the magnet. Permanent magnets made of
rare earth elements are small and light, yet strong. We work in the gyroscopes that turn electric car
motors, move the blades of wind turbines, and orient missiles. Dysprosium and terbium hold the
magnet without losing its magnetism even when it gets hot. As the motor heats up and the engine
fires, these two elements must not be missing. Yttrium is used in high-temperature ceramic
coatings for radar systems and jet engine turbine blades. Less than a handful of powder is stuck in

the heart of the weapon.

The U.S. Department of Defense calls these elements golden screws. A golden screw is a screw
that stops the entire screw if just one screw is missing. Just think of a desk. No matter how good
the wooden board is and how strong the legs are, the desk cannot stand without a single screw
connecting the two. The same goes for weapons. Dysprosium and terbium are used in missile
guidance systems and electric motors. Yttrium is used in jet engine turbines and radar. One F-35
fighter jet contains 417 kilograms of rare earth elements. Each Aegis destroyer weighs over 2,000

kilograms. It's invisible, but when it comes off, the weapon stops.
The hand holding this screw first moved on April 4, 2025.

The Chinese Ministry of Commerce issued Notice No. 18. The official name is the Decision to
Implement Export Control on Some Heavy Rare Earth-related ltems. The Export Control Act,
Foreign Trade Act, Customs Act, and Yangyong Port Export Control Ordinance were used as legal
grounds. A dual-use port refers to a dual-use item that is used both for civilian and military
purposes. The same magnets go into electric cars and missiles, so if you group them under that
name, you have a justification for controlling them. Samarium, gadolinium, terbium, dysprosium,
lutetium, scandium, yttrium. Seven heavy rare earth elements and their magnets have been placed
on the export control list. Not only were the elements blocked, but the alloys, oxides, and magnets

made from them were also individually grouped. Just looking at samarium alone, the list includes



not only the metal samarium, but also samarium cobalt alloy, samarium iron alloy, various
targetmaterials, samarium oxide, and mixtures thereof. It was a tight net that left no room for

escape.

The world was shaken in a matter of weeks. Automobile factories in the United States, Europe,
and Japan began to grind to a halt, and Ford's line was one of them. The Center for Strategic and
International Studies calculated that as of May, China had tightened exports of 16 key minerals and
alloys used in everything from home appliances to F-35 production. The United States, in a
desperate situation, managed to restore supply by signing a 90-day ceasefire. | was able to
breathe, but it was temporary. The number 90 days meant that the date for the next conflict was set

in advance.

In October, when those 90 days ended, and a few days before the Busan summit, China took out

a heavier sword. This time the blade extended beyond the border.

It was Notice No. 61 on October 9th. The official name is the Decision to Implement Export
Control of Offshore Related Rare Earth Items. The two letters 'offshore' are key. Unlike ordinary
laws that only govern what happens within one's own country, this notice extends to transactions
outside of China between foreigners and foreign goods. The key was a one-line number. 0.1
percent. Even if a product is made outside of China, if the value of Chinese rare earth elements
contained in it exceeds 0.1 percent of the value of the finished product, it can be sold only with
permission from the Chinese government. If you solve it, it becomes like this. Even if a product
made in a Korean factory contains only 0.1 percent of Chinese powder, it must be sold with
permission from Beijing. In addition, products made abroad using technology to mine and refine
Chinese rare earth elements, as well as sending Chinese rare earth elements back to third
countries, are all subject to permission. Three things - objects, technology, and paths - are tied
together at once. And it was stated that, in principle, applications to overseas military users such as
the U.S. military will not be approved. Companies on the control list or watchlist, as well as

subsidiaries in which the company holds more than half of the shares, are tied to the same line.
This logic was not unfamiliar. It was made by America.

The United States has been using the foreign direct production rule for a long time. It is called
FDPR after its English initials. The rule is that any product that uses even the slightest bit of
American technology or equipment must be subject to U.S. control, no matter where it is made in
the world. Here's how it works: Even if a semiconductor is made in a Korean or Taiwanese factory,
if there are traces of American design or equipment in it, the United States can determine the
destination of the product. It was the very blade that tightened around Huawei's throat. With this
one rule, the United States prevented foreign companies from selling chips to Huawei. China
copied that sword and pointed it at rare earths. What the United States did with semiconductors,
China did back with minerals. Analysts have called this the Chinese version of FDPR. The Center

for Strategic and International Studies also defined the 0.1 percent rule and its extraterritorial



application as a new, stricter foreign direct production rule.

There was a real reason why nets were scary. China did not need to stop the United States

directly.

Foreign companies have to choose. Will we protect our only source of raw materials, rare earths
from China, or will we protect our American customers? In addition, China's licensing system
requires importers of Chinese rare earth elements to track and report where the goods end up in
their hands. There's nowhere to hide. If you are caught selling to American customers, your raw
materials will be cut off. Therefore, companies automatically calculate that it is safer to reduce
transactions with the United States. Even if China does not impose an embargo, companies from
third countries voluntarily withdraw from the United States. Without lifting a finger, Beijing has
created a structure to isolate the United States with its own hands. In effect, the enforcement of

control has been left to the self-censorship of foreign companies.

Europe trembled first. The Center for European Policy Analysis named this shock the European
Tremor. Panic has spread to check what percentage of Chinese rare earth elements are mixed in
one's supply chain. Germany's Rheinmetall conducted an emergency audit of the origin of tank
magnets, while France's Thales spent two months tracking down radar components. Nikkei
analyzed this by saying that technology, not ore, is the hostage. This means that beyond the loss of

resources, even the skill in handling those resources has been placed under Beijing's permission.

The market reacted immediately. The day after news of the control broke, US defense companies
such as Lockheed Martin, Raytheon, and Northrop Grumman lost $47 billion in market
capitalization in one day. Without firing a single shot, tens of trillions of won worth of permission
was lost. The U.S. Defense Logistics Agency held only 14 months of dysprosium reserves and five
months of scandium reserves. The storehouse was emptying out, and there was no way to refill it.

The blade the United States had swung for so long had returned to it in the same shape.

And in the middle of that net was Korea. South Korea gets 80 to 90 percent of its rare earths from
China. Almost all of the magnesium used in electric vehicle motors and nine out of ten tungsten
oxides for semiconductors come from China. The procurement channels of companies that produce
permanent magnets and battery anode materials used in electric vehicle motors of Hyundai Motor
Company and Kia Motors are tied to Chinese minerals and processed materials. If a trace amount
of Chinese minerals is mixed into memory made by Samsung or SK and it flows into the U.S.
defense network, China can legally cut off the supply of minerals to Korea. Here, memory refers to
high-bandwidth memory attached to artificial intelligence chips, or HBM. It is a component that
stacks multiple memories on top to quickly transport data all at once, and as the world is obsessed
with artificial intelligence, it is a product that Korean companies have a near monopoly on. This
means that even the route will be under Beijing's seal. A place where the factory was shut down
after being hit by China while trying to sell to the United States. It was the seat of a shrimp with its

back bursting between two whales.
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Busan has been pulling this net for a year. At the end of October 2025, Trump and Xi Jinping,
sitting on the edge of a cliff, concluded an exchange. China temporarily suspended implementation
of Nos. 18 and 61 with Announcement No. 70, and the United States suspended the 50 percent
rule in return. The 50 percent rule is a U.S. rule that forces subsidiaries in which a controlled
company owns more than half of its shares to be equally controlled. It's like they decided to sheath
their swords at the same time. Trump declared immediately after the meeting that all rare earth
issues had been resolved. However, China was holding one string in its hand even as it pulled back
the net. A separate device has been left in place to completely screen items that are used for
military purposes. On the surface, it meant loosening control, but directly holding the bar to the U.S.
military and defense industry until the end. The 0.1 percent net did not disappear; it was simply

folded back to unfold again on November 10, 2026.



Chapter 13: America's Counterattack, MP Materials

In 2017, there was an eight-employee mine in the Mojave Desert on the border of California and
Nevada. Mountain Pass. It was the heart of America's rare earth production, which ranked first in
the world until the 1980s. Unable to meet costs due to China's low-price offensive, mining was
halted and the company was under management by a bankruptcy court. When James Litinsky took

over the mine, there wasn't even an accounting system.

The history of Mountain Pass was the rise and fall of American rare earths. At one time, the
United States did all the mining, separation, and refining of rare earth elements on its own land, and
this mine was the center of it all. However, rare earths from China were much cheaper than those
from the United States. When the cost could not be met, the United States stopped mining. A
country has completely withdrawn from one industry. When Litinsky bought the abandoned mine
under the control of a federal judge, he had eight employees, but over the next eight years the mine
was revived as the world's second rare earth mine with about 1,000 employees. It has become the

only facility in the United States that carries out mining, separation, and refining all in one place.
Eight years later, the U.S. Department of Defense moved into the mine.

On the morning of July 10, 2025, MP Materials held an investor conference call. It was an
announcement that a transformative public-private partnership had been established with the
Ministry of Defense. The key was one line. The U.S. government directly purchases shares of
private listed companies and becomes the largest shareholder. The Ministry of National Defense
invested $400 million to purchase convertible preferred stock and even acquired new stock
warrants, making it the company's largest shareholder with a 15 percent stake. In the home of the

free market, the state has become the owner of corporations.

Let me point out how unfamiliar this is. Convertible preferred stock is a new stock sold by a
company, with the right to convert it into common stock at a set price. A preemptive right is the right
to purchase more shares at a set price in the future. The Ministry of Defense held these two
together. The conversion price per share was pegged at $30.03, and assuming both were
converted to common stock, the share in the hands of the Ministry of National Defense was 15% of
the total. The United States was a country where the government did not save companies even if
they failed. The government of a country that has advocated for a free market louder than anyone

else has become the largest shareholder of a company for minerals used in weapons.
Heavier than the stakes were two 10-year promises made by the Department of Defense.

One was the price floor. For neodymium-praseodymium, the key raw materials for permanent
magnets, the Ministry of National Defense has guaranteed the lowest price of $110 per kilogram. If
the market price falls below that, the Department of Defense makes up the difference. The other

was the purchase guarantee. The plan was to buy or sell all the magnets produced from the newly



built factory for 10 years. The state takes on the market risks instead.

Let's unravel how price floors work. Neodymium-praseodymium is a raw material for making
strong permanent magnets. Electric vehicle motors, wind generators, and magnets used in fighter
jets and missiles come from here. If prices fluctuate, the company that makes it cannot survive. So
the Ministry of Defense drew a line. $110 per kilogram. Whether the market falls to $80 or $49, the
company receives $110. The Ministry of National Defense will make up the difference. Purchase
guarantees are the other side of that umbrella. Since there is no use in making something if it
doesn't sell, they said they would either buy all the magnets coming from the new factory for 10
years or make them sell. By supporting the price and selling, the state took on the entire risk that

was borne by the market.
Why did the country go this far? It was because of the prices in China.

The cost of making neodymium-praseodymium in China is about $50 per kilogram. When the
United States attempted to produce its own products, China suppressed prices. The price, which
was in the $170 range in 2024, has dropped to $49. It is lower than its own cost. There was only
one reason to sell at a loss. This is to nip American companies in the bud before they emerge. An
American corporate executive testified at the hearing. Just as the refinery was about to be turned
on, China collapsed the price to two levels below the cost, drying up capital. They said the

Pentagon's $110 floor took that issue off the table.

This tactic has a name. This is predatory price gouging. Even if you incur a short loss, you drop
the price below the cost to discourage competitors, and when the competitor disappears, you raise
the price again to make money. As the U.S. attempted to create its own production network,
Chinese producers were ordered to flood the market, according to hearing materials. $49 is one
dollar less than the $50 it costs to make. This means that the more they were made, the more they
were sold at a loss. For a company that was just about to operate a refining facility, the moment the
incoming investment stopped, it collapsed. The Pentagon's $110 floor was a shield against its

sword.

As the country removed its risks, private capital returned. In addition, the Ministry of Defense
decided to separately lend $150 million to increase Mountain Pass' heavy rare earth separation
capabilities. When the country hit rock bottom, JP Morgan and Goldman Sachs decided to lend $1
billion, and five days later, Apple came in with $500 million and decided to make recycling magnets.
When one government became the prime water, capital that had dried up began to flow again. In
order for the pump to draw water, you must first pour a bucket of water into it. When the
government poured in that much money, private money, which had been kept away because it was
dangerous, came in one after another. The second magnet factory covered by the purchase
guarantee is called the 10X facility. It is scheduled for completion in 2028, and once completed, the
annual production capacity of rare earth magnets made in the United States will reach 10,000 tons.

This counterattack was not limited to one company. Over the course of a year, the United States
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mobilized five agencies, including the Department of Defense, Department of Commerce, and
Department of Energy, and poured $7.3 billion into the mineral supply chain, pushing national

capital into mines in Saudi Arabia, Brazil, and Australia.

This is the counterattack. However, there was one wall in this counterattack that money could not

buy.
It's time.

In the United States, it takes 7 to 10 years to obtain permission for a mine, consider its economic
feasibility, and actually operate it. Mining ore is one thing, separating and refining it is another. The
difficult side is tablets. Digging is done by digging into the ground. Tablets are different. Seventeen
rare earth elements are mixed together in one ore, and must be removed one by one through
chemistry. Because similar properties stick together, it is difficult to separate them, and it takes a
long time to increase the yield and lower the price. China has been building up this technology for
nearly 70 years since 1950. There are 26,000 rare earth patents alone, more than the United States
and Japan combined. China accounts for 99 percent of the world's heavy rare earth processing.

Yields and prices accumulated over 30 years cannot be caught up in 5 years.

The numbers show it. In 2025, Mountain Pass shed 8,900 tons, the most in decades. But that
was only a third of what the United States spent that year. The remaining 18,000 tons had to be
imported, 71 percent of which came from China. No matter how much money the Ministry of
Defense poured into it, it could not break the monopoly within one year. You can pour money all at
once, but you cannot buy 30 years of skill and equipment all at once. Once the new magnet factory
starts operating in the summer of 2026, our dependence on China will gradually decrease, but we

are still a long way from complete self-sufficiency.
This gap in time was the real reason the United States withdrew from Busan.

When China tightens its magnets, America's fighter lines and missile factories grind to a halt. The
domestic supply chain that will prevent that weakness will be completed in 10 years. The 50
percent rule is a U.S. rule that imposes sanctions on subsidiaries owned by more than half of
Chinese companies on the sanctions list. That was the semiconductor card that the United States
held. So the United States laid down its card in Busan. In exchange for suspending the 50 percent
rule for one year, China suspended rare earth controls for one year. This ceasefire signed in Busan
was for one year, and it expires on November 10, 2026. What America accepted was painkillers. It
was for one year. It took 10 years to receive the necessary treatment. The state could reorganize

the market, but it could not reorganize time.



Chapter 14: Hormuz and Sino-Russian solidarity

Four days after Trump left Beijing, another guest landed on the same tarmac. It was Vladimir
Putin. Beijing has prepared an almost identical welcome. Same red carpet, same honor guard. The
other one was like a person who came to meet me. Trump was received on the tarmac by the Vice
President of the State. Putin was the Minister of Foreign Affairs. It was one level lower. Still, the visit

created something that the U.S.-China talks ultimately failed to achieve. This is a joint statement.

Let's start with the term state visit. A state visit is a form in which one country treats the head of
another country with the highest respect. Who appears on the runway, what honor guard is there,
and where the banquet is held are all signals. In diplomacy, each of these rituals speaks. Beijing set
up a similar stage for Trump and Putin, but the weight of the two guests was slightly divided by

setting different people on the runway.

The United States and China issued two different announcements about the same meeting. A
presentation is an official summary of the results that each person presents to his or her people and
the world after the meeting. Usually, the main points agreed upon by both sides are written
similarly. However, this time, the contents written by the two countries were different. The United
States wrote Hormuz and Iran, and China did not include a single word of that word. The two
leaders who sat in the same seat recorded the meeting as a completely different event. On the
other hand, China and Russia signed one document together. More than 40 agreements were
included there. The format of the meeting revealed the temperature of the relationship between the

two.

The fact that Moscow was not uneasy about Trump's trip to Beijing also fills out this picture.
There was little worry in Moscow that Xi Jinping and Trump might have made deals to undercut
Russian interests behind Russia's back. This is because Ukraine, arms control, and other issues
that Russia cares about were not discussed in depth in the U.S.-China talks. That fact was already

proven by two conflicting statements. Putin rested his mind and landed in Beijing.
At the root of this contrast was Hormuz.

Let's start by pointing out what kind of place the Strait of Hormuz is. It is a narrow neck that
extends from the Persian Gulf to the outer seas. Oil pumped from oil-producing countries in the
Middle East must pass through this route before it flows to the world. Since the road is narrow, if
someone blocks the entrance, the world's oil flows will fluctuate at once. At that time, the strait was
blocked due to the war over Iran. Ships carrying oil were unable to pass and were tied up. Who can

unlock this lock was the biggest question on the table.

On his flight home, Trump spoke to reporters. He said he would not cling to Xi Jinping over the
Hormuz issue. He said he didn't need any favors. The word favor is key. It means a concession

obtained by asking for a favor. Trump said he had no intention of asking for that. The calculation



was like this: China gets 40 percent of its crude oil from that strait, and the United States gets not a
drop from it. So, the idea was that China would want to open the strait on its own without anyone
telling it to do so. The one whose oil is tied up will feel frustrated first. At a time when Hormuz was
blocked due to the Iran War, the actual hand that opened the strait was not the American aircraft

carrier, but China, Iran's largest oil customer. Purchasing power, not military power, was the key.

The United States wanted to write that fact down as an outcome of the meeting. Secretary of
State Rubio briefed that China has made clear its opposition to Iran's tolling and militarization of the
strait. The toll means that Iran is trying to levy money on ships passing through the strait. The
United States reported that China also opposed the unfair collection and soon agreed with the
United States. The meeting was packaged as a diplomatic victory. However, only one side of the
view was included here. That toll denial was framed from the US briefing. In fact, there was not a
single word about Hormuz, Iran, or tolls in China's announcement. China simply wrote that they

exchanged opinions on major international and regional issues.
This silence was the Chinese way.

Deep inside, China hoped that Hormuz would be opened. Because China also needed that oil.
But if you put it down in writing, it leaves traces that China put pressure on Iran. The trust built
between the Global South and Iran is cracking. The Global South is a term that refers to developing
countries in Asia, Africa, and Central and South America. China has long carefully cultivated the
image among those countries that it is a different partner from the West. A single record of pushing
back on Iran could shake that mighty tower. So China gave the United States the agreement it
wanted, but refused to make the agreement public. It did not give the United States a single piece
of tangible victory. Beijing saw that it now had the leverage, so it was in no hurry. They chose to

stay put and wait to see what America would do next.

The more pressure the United States put on China, the more China reached outside the
sanctions net. Sanctions are an economic weapon used by one country to subjugate another
country by cutting off its financial ties and transactions. China has seen twice how the weapon
works. In 2012, we saw Iran cut off from international payments networks and Russia's foreign
exchange reserves frozen in the West. The international payment network is a huge channel
through which bank transfers are made between countries. Foreign exchange reserves are foreign
money, such as dollars, that a country holds aside for use in emergencies. Iran was kicked out of
that passage, and Russia's money was frozen in Western hands. China read it as a weapon.
Believing that the same sword could come to him someday, he developed a separate payment
network outside of the dollar. It is our own payment network called CIPS. It is a way to send and
receive transaction amounts without going through the dollar remittance channel controlled by the
United States. Russia, Iran and Venezuela were in that net. Countries trying to avoid US sanctions
needed a place to gather, and China's payment network was there. The more the United States

lifted its sword, the more countries trying to avoid its sword gathered to China's side.



However, this solidarity had clear limits. Russia was not a complete alternative to China.

What Putin wanted most was a new gas pipeline. Power of Siberia No. 2. This is the route to
send Russian gas to China via Mongolia. A gas pipeline is an infrastructure that, once laid, ties the
two countries together for decades. Russia desperately needed a new market to sell gas after
Europe turned its back on it, and that market was China. The two countries even signed a binding
memorandum of understanding in September of the previous year. It was a step in which we had
reached the conclusion of the larger framework of the agreement. However, in the end, no
agreement was reached in Beijing. Disagreements over price, funding, and schedule were not
resolved. China tried to buy it cheaper, and there was no agreement on who would pay for the
construction. If the buyer is in no hurry, the price is reduced. Putin left the gas pipe empty-handed.
The existing pipeline's transport capacity is only 1.6 million barrels per day. China imports 10 million
barrels of crude oil per day. Russian pipelines alone cannot satisfy that thirst. The amount coming
in is only a fraction of what should be consumed. So, no matter how close China got to Russia, it
was in a position where it had to hope that Hormuz would eventually be opened. It was a body that

could not rely solely on Russia.
Here is the crux of this chapter. China did not hand either side a major loss.

Trump was not given the results of the meeting. We did not give the gas pipeline to Putin. A line
was drawn against the United States by silence, and against Russia by price. Courtesy was
provided to both parties, but they did not give up what they really wanted. It is true that the more
pressure the United States puts on China, the more it leans toward Russia. But the slope had an
angle. China was not in Russia's arms, but was weighing both against the United States and
Russia. A place where everyone needs Beijing, and where Beijing gives everything to no one. That

position was China's real power.
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Chapter 15: Redesigning the Dollar

On July 18, 2025, in the East Room of the White House, Trump signed a bill. The name is Genius
Law. It is an abbreviation for the long title "Act for Stablecoin Innovation in the United States." On
the surface, it looked like a domestic financial law dealing with virtual assets. It wasn't tariffs or
sanctions. But this one signature was changing the blueprint of money itself while the US and China

were strangling with chips and rare earths.

First, we need to explain the term stablecoin. When we think of virtual assets, we often think of
Bitcoin. The value of Bitcoin fluctuates greatly throughout the day. Coins bought in the morning may
be cut in half in the evening. You can't pay for things with that kind of currency. Stablecoin is a coin
that eliminates that fluctuation. It means that the English stable is stable. 1 coin is always tied to 1
dollar. To prevent the price from fluctuating, real dollar assets are stored separately equal to the
number of coins issued. It is a promise to exchange one coin for one dollar at any time, and the
money to back up that promise is kept in a safe. So, it is a digital currency tied to 1 dollar. It crosses

borders via the Internet, but its value is tied to the dollar.

The Genius Act narrowly narrows down the assets to be accumulated. U.S. cash, Federal
Reserve deposits, and short-maturity U.S. Treasury bonds. In effect, they are U.S. Treasury bonds.
Let me also point out the term national bonds. Government bonds are I0Us that the country uses to
borrow money. When the U.S. government runs out of money, it prints and sells government bonds,
and those who buy the bonds lend money to the government. Short-maturity government bonds are
safe and close to cash because they are IOUs that are returned soon. Stablecoin issuers must fill
their coffers with these government bonds. In addition, issuers must disclose their holdings every
month, have them verified by an accounting firm, and have the CEO sign off on their accuracy. If it
is false, you will be subject to criminal punishment. Even if the issuer goes bankrupt, the right to
priority repayment is also built into the law so that coin holders can get their money back from the
safe before other debtors. A digital currency linked to the dollar has paved the way for a legal
highway to travel around the world. U.S. regulators have been fighting over whether stablecoins are
securities or products, but this law puts an end to that fight by declaring that they are neither

securities nor products.
There were two targets lurking here.

One is to push dollars into smartphones around the world. There are many countries in the world
that do not trust their own money. It is a place where prices rise several times a year and the value
of the currency plummets overnight. When a person from such a country puts dollar coins in the
wallet app, at that moment the dollars are inside that country without the need for bills. Digital
wallets do what paper dollars used to do. No bank account or US visa required. All you need is a
smartphone. Dollars walk directly into people's palms. The other is deeper. The more stablecoins

you have, the more U.S. Treasury bonds you have to buy to back them. Because the law forces it



that way. As the digital dollar spreads, the number of people willing to buy American debt
automatically increases. The United States runs a huge deficit every year and sells government
bonds accordingly. Who will buy the government bonds has been a long-standing concern in the
United States. The Genius Law provides an answer to that concern. The more the world uses
digital dollars, the more people need to buy U.S. Treasury bonds to support those dollars. The U.S.

fiscal deficit will be supported by wallets around the world.

The treasury sat on it. The Treasury Department is the government that holds the purse strings in
the United States. We collect taxes, print national bonds, and enforce sanctions. The law gave the
Treasury great powers. If you designate a foreign issuer that violates the rules, the coin will be
blocked from trading in the United States after a set period of time. Fines pile up at a rate of $1
million per day. The term foreign issuer refers to a company that mints dollar coins outside the
United States. Even if you are not on U.S. soail, if you sell dollar-linked coins to the U.S., you will be
in the hands of the Treasury Department. The existing authority to sanction dollar-denominated
coins was also left in place. The weapon of sanctions is essentially to cut off a country or person
from the dollar payment network. If the dollar cannot be used, international transactions will be
blocked. We have paved the way for that weapon to be wielded on the blockchain as well.
Blockchain is a ledger technology that records transaction records scattered across multiple
computers, and someone is trying to use this ledger to avoid U.S. surveillance. The Ministry of
Finance is trying to block that path. By extending the dollar digitally, a net of sanctions has also

been spread on top of the digital currency.
On the other side of this digital dollar rise was China.

China has seen Iran and Russia cut off from international payment networks. The international
payment network referred to here is SWIFT. It is a communication network used by banks around
the world to send and receive money. Although it is headquartered in Belgium, it actually acts as a
neural network for the dollar order. If the United States cuts off a country from this network, the way
for that country's banks to exchange transactions with the outside world is blocked. Iran did it,
Russia did it. China watched the scene and thought that its turn could come someday. So, he made
his way outside of the dollar early on. We developed our own payment network, Sips, developed a
digital yuan, and signed currency swaps with about 40 central banks. A currency swap is a safety
net in which two parties promise to lend each other's money up to a set limit. The number of
countries that settle trade in yuan has also increased. Because they know that US sanctions will

one day hit them, they have opened their umbrellas in advance.
But the umbrella was smaller than | thought.

In May 2025, the Peterson Institute for International Economics came up with the numbers. Itis a
research institute located in Washington, D.C. that looks deeply into the international economy. In
March of that year, the dollar accounted for 47 percent of global payments. The euro was fourth at

22 percent and the yuan at 4.7 percent. This means that nearly half of the money exchanged in the
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world passes through dollars. The yuan was less than one in twenty. The dollar was involved in 88
percent of foreign exchange transactions. This means that even when exchanging money between
two countries, it often goes through dollars. Although yuan payments increased, it was not the
dollar's share, but other currencies' share. This means that the dollar pie remains the same and
smaller currencies have swapped places. Most of the participating banks in China's Sips were stuck
in an abnormal structure in which messages were still exchanged through Western networks.
Although payments are made using Sips, Swift is used to communicate the payment. Even though
they said they had built a new road, the signs actually looked like they were hanging on the old
road. The number of cases processed per day was less than one thousandth of that of the Western

network.
The lab's conclusion was one line: It's meaningful, but it doesn't shake the system.

The Yuan was useful as a defensive tool to help allies facing sanctions. It helped Russia pay for
goods in yuan. However, it was not a challenger to replace the dollar order. There is a wall called
network effect here. Dollars become more convenient because countless people spend dollars, and
because it is more convenient, more people use dollars. It's the same way that phones become
more useful when everyone has the same phone, rather than when people only have one phone.
The dollar was already a phone that everyone had. Economists call this dollar position excessive
privilege. It is a convenience that only the United States enjoys because everyone else uses it. If
China tried to artificially break that privilege, the transaction costs of its own companies would only
soar. It is a paradox that if the yuan is pushed forcibly, Chinese companies that actually have to
make payments in yuan suffer losses. The paradox was that the more China pushed for the yuan,

the more the convenience of the dollar became apparent.

So the picture of this front was different from the other fronts. In chips, China has survived
through self-reliance. When the United States blocked cutting-edge semiconductors, China took the
path of making its own and narrowed the gap. In rare earths, China has grabbed America by the
neck. This is because China has almost monopolized the processing of minerals used in electric
vehicles and weapons. In chips and rare earths, the gap has moved one way or the other.
However, the gap in money did not narrow. 47 percent and 4.7 percent. A ten-fold gap remained.
Rather, the United States has gone one step further with the Genius Act. The task is to perpetuate
47 percent control not on paper but on blockchain. While everyone was looking at tariffs and

minerals, America was quietly, deepest, re-plumbing the dollar.

Part 5: Taiwan and the sea, an untouched detonator



Chapter 16: The agenda that Beijing sidestepped

After the meeting, reporters shouted at Trump. Did you talk about Taiwan? Are you going to
protect Taiwan? Trump just smiled. | didn't answer. Chinese bodyguards pushed the reporters

away. That silence was the biggest thing said about Taiwan that day.

Let's start by pointing out why Taiwan was such a heavy word at the time. There are several
points of contention in the U.S.-China relationship. There are tariffs, there is semiconductors, and
there is fentanyl. However, Taiwan is the only place where people can die. China views Taiwan as
its territory. They see it as a part of their country that must be regained someday. Although the
United States does not recognize the island as a country, it has stood by its side by selling
weapons. In 1979, the very year that the United States established diplomatic ties with Beijing and
cut off official diplomatic relations with Taipei, the U.S. Congress enacted a law called the Taiwan
Relations Act. The promise to continue selling defensive weapons to Taiwan so that it can defend
itself has been nailed into law. So, the United States and Taiwan had a strange relationship, without
an embassy, but with arms deals. China views the arms trade as someone coming into your yard
and leaving a knife behind. Two great powers are in a position where they cannot compromise each

other over an island. So Taiwan is the most dangerous point in U.S.-China relations.
At the same time, the exact opposite was happening in Beijing.

Xi Jinping's remarks were included in a long statement in China's announcement sent to the
world by Xinhua News Agency. Let me explain the term 'announcement' here. In diplomacy, after a
meeting between leaders, each person summarizes the contents of the meeting in his or her own
language. This is called a notice, or in English, a leadout. What is written and what is left out is the
true state of the country. If you write it down, it means that you treated the issue as important, and if
you leave it out, it means that you wanted to cover it up. That is why whether or not one word is
written in a diplomatic document carries great weight. Taiwan was at the forefront of China's notice.
The Taiwan issue is the most important issue in China-US relations. Xi Jinping started like that. If
handled incorrectly, the two countries will clash and even fight against each other. It was not a
roundabout way of diplomatic speech. It was a sentence in which the shadow of the word war
lingered. He added one more word. Taiwan independence and peace in the Taiwan Strait cannot
mix like water and fire. People's Daily put that sentence on its front page the next day. They said

they had redrawn a line that cannot be crossed.
One side put Taiwan first, while the other side did not write that word anywhere in the 174 words.

U.S. Secretary of State Rubio spoke on the air immediately after the meeting. As of today, and as
of today's meeting, America's Taiwan policy remains unchanged. What | meant was that there was
no change. But you have to look at where the words came from. Those words came out of the
conference room, in a broadcast interview. Those words were not included in the document

released jointly by the two countries or in the notice officially distributed by the White House. What



was said on the air was said by America alone. The words written in the notification are words that
both countries have jointly acknowledged. They have different weights. When Xi Jinping shouted
the most dangerous words loudest, the White House removed them from the notice. Failure to
refute a strong argument is akin to acquiescence. One analysis wrote that this is a setback not seen

since the establishment of diplomatic ties in 1979.

Silence had a price. On the desk was a plan to approve arms sales to Taiwan worth $14 billion.
An arms sales approval plan is a document in which the government approves which weapons will
be sold to Taiwan and at what price. If the president signs it, the deal goes through, but if he delays
signing it, the weapons float in the air, unsold. Trump did not sign the document. The unsigned $14
billion was sitting on the desk with nowhere to go. He had already said that on the plane. Xi Jinping
would like us not to sell weapons to Taiwan, and | will discuss the matter with him. This means that
you will discuss selling weapons with the other person. Why this one sentence carries so much
weight must be traced back to 1982. That year, President Reagan made six promises to Taiwan.
This is called the Article 6 Guarantee. One of them was that there was no prior consultation with
Beijing when selling weapons to Taiwan. This is a pledge not to negotiate Taiwan's safety with
China. That promise was shaken by one sentence from Trump. This is because saying you will

discuss something means you will negotiate.

Why did it shake? For Trump, Taiwan was a bargaining chip, not a bastion of liberal democracy.
All he needed ahead of the November election was 200 Boeings, 25 million tons of soybeans and
lower prices. We needed numbers to show to voters. To get it from Xi Jinping, one had to avoid
touching Xi Jinping's favorite card. Xi Jinping's favorite country is Taiwan. So Taiwan was on the
menu. It has become a bargaining chip. One Taiwanese official said before the meeting: What we
fear most is that Taiwan will be on the negotiation menu between the two people. One's fate

becomes an item of trade for two other people in one's absence. That fear became reality.
What Beijing was targeting wasn't just one island.

China sent a signal to Seoul, Tokyo, and Taipei by encouraging the United States to leave
Taiwan behind and agree to superficial stability. This is a signal that the United States prioritizes
stability with China over its allies. This is called alliance alienation. It's a tactic to divide allies. This
is to make Korea, Japan, and Taiwan feel the same way when they look at the United States. Could
it be that that country is quietly letting go of us in order to get along with China? Once that suspicion
arises, the solidarity of the alliance becomes fractured. And other whispers flowed inside Taiwan.
See, the country that was supposed to protect you has lost its will. This is called cognitive warfare.
It is not a fight with guns and swords, but a fight that breaks people's hearts. If Taiwanese people
believe that the United States will eventually abandon us, they will give up their will to resist. This is
a way to break Taiwan's will to resist without firing a single gun. One lawmaker nailed it during the
hearing. What China wants is not to compromise with the United States, but to make the United

States send signals that it is reducing its commitment to Taiwan.
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This silence casts a shadow over Korea as well. The Taiwan Strait is a passageway through
which one-fifth of world trade passes, and one-fourth of Korea's trade passes through it. A large
portion of the Korean economy is tied up in one narrow seaway where ships travel. That's not all.
Who can guarantee that the United States' efforts to remove the phrase that it does not support
Taiwan's independence from Taiwan's explanatory materials will not reach Korea's security pledge?
If you look at what the United States did to Taiwan, you can see what the United States can do to
Korea. Professor Park Won-gon summarized it in one sentence. Believing that the United States
will not do to Korea what it did to Taiwan is hope, not analysis. This one word that separates hope

from analysis is weighty.

So the most dangerous aspect of this meeting wasn't who said what. One side shouted the most
dangerous words and the other side erased them. It was Washington, not Beijing, that got out of the
way, and the detonator remained buried in the place that got out of the way. Above that detonator,

the weapon was still being sold.
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Chapter 17: South China Sea, Nine Lines

On the morning of August 11, 2025, two Chinese ships cornered a Philippine Coast Guard ship
on both sides in the sea near Scarborough Reef. Water cannons hit the deck of a Philippine ship.
The Chinese ships put their bows in to ram the ship. The Philippine ship turned sharply to the right.
Two Chinese ships that were trying to ram into each other crashed into each other. Two Chinese

Coast Guardsmen were killed in the collision.

Let me point out where Scarborough Reef is. It is a small coral reef about 220 kilometers west of
the main island of the Philippines. Although it is right in front of the Philippines, China claims this
sea as its own. This is the story of the South China Sea. The South China Sea is the sea south of
China and surrounded by the Philippines, Vietnam, and Malaysia. One-third of world trade passes
through these seas. Crude oil and gas that Korea imports from the Middle East also pass through

this route.

China has drawn a line across almost all of this sea. It is a nine-part line that was first drawn on a
map in 1947. It is called a 9-dash line. This line marks about 90 percent of the South China Sea as
Chinese. The reefs off the coast of the Philippines and the waters off Vietnam also fall within that

line.

In 2016, an international tribunal answered that question. The Philippines filed a complaint
against China to the Permanent Court of Arbitration, and the court ruled that the nine-dash line had
no legal basis. China's claim to historical rights violates international maritime law. The Permanent
Court of Arbitration is an international organization located in The Hague, Netherlands, that decides
disputes between countries. The decision was clear. However, China did not recognize the decision

itself. The verdict was on paper, and there was a Chinese fleet at sea.

Here, | will point out the term "right to control." Sea supremacy is the power to militarily control a
certain sea. Even if you do not occupy the land, if you can block or allow ships passing through the
sea, you control the sea. Ships carrying oil, ships carrying semiconductors, and ships carrying grain
all pass with someone's permission. The nine-dash line is not just a territorial claim. This is a

declaration that we will control that sea route.

The fleet backs up that declaration. The Chinese Navy now ranks first in the world in number of
ships. The number of combat ships alone is 234, exceeding the United States' 219 ships. The
difference in ship building capabilities is even greater. One U.S. report estimated that China's
shipbuilding capabilities are more than 200 times that of the United States. On November 5, 2025,
China commissioned its third aircraft carrier, the Fujian. Xi Jinping personally attended Hainan's
commissioning ceremony. Fujian is equipped with a catapult that launches fighter jets using
electromagnetic power. Fujian is the second aircraft carrier with this technology in the world, after

America's newest aircraft carrier.
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China is trying to build an invisible fence on the sea with this fleet. It is called Doryeon Line. The
first fence runs from Kyushu, Japan, to Okinawa, Taiwan, and the northern Philippines. The idea is
to prevent the U.S. fleet from entering the sea inside that line. The method is a missile called an
aircraft carrier killer. Dongfeng-21D and Dongfeng-26 are missiles that hit warships from 1,500 to

4,000 kilometers away. The calculation is to threaten the US aircraft carrier before it gets close.

Taiwan's place on this fence is decisive. Taiwan is right in the middle of that first line. If Taiwan
falls into Chinese hands, the fence will be unbolted and the Chinese fleet will head straight out to
the Pacific. This is why the Taiwan problem seen in Chapter 16 is not just a semiconductor
problem. Taiwan is an island of chips and a bar on the sea. At the Beijing meeting, Xi Jinping's

warning not to mislead Taiwan was due to the implications of this ocean.

Even in 2026, when the ceasefire continued, there was no pause in this sea. In April, China
erected a barricade of fishing boats, ships and floating barriers at Scarborough Reef. In May, the
U.S. Coast Guard patrolled the area along with the Philippines. Joint exercises between the United
States and the Philippines held in the spring even featured missiles hitting warships from the
ground. Apart from the truce over tariffs and semiconductors, the confrontation at sea became a

little more violent every day.

This sea seems far from Korea, but it is not. Most of the crude oil coming to Korea passes
through this sea. If someone takes this route, they will take control of the Korean economy. Nine
lines on paper and 234 ships on water. As the distance between the two narrows, the weight of the

ships that cross the sea every day also becomes heavier.
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Chapter 18: Weapons continue to sell

The word Taiwan was erased from the conference room. However, at the same time, cargo

heading to Taiwan did not stop.

Here, let's take a moment to look into what the United States is saying about selling weapons to
Taiwan. This is different from buying and selling things in a store. If the U.S. government wants to
transfer weapons to Taiwan, the administration first reviews and approves the sale. Then notify
Congress. This notice is key. Congress has the power to block sales within a set period of time. So
each arms sale is an act of diplomacy and an act of politics. The very moment you tell Congress
who you are selling to, what you are selling, and when, is a signal. It is a signal that the United

States is on Taiwan's side, and it is also a signal to Beijing.

In December 2025, the Trump administration approved selling $11 billion worth of weapons to
Taiwan. In Korean money, it is about 15 trillion won. It was the largest ever, including Heimas
rockets and drones. Hymas is an artillery rocket that is fired from a truck. It lived up to its name as it
was used to cut off the Russian army's supply lines during the Ukraine War. Instead of large
warships or expensive fighter jets, the idea was to use small, cheap, and numerically powerful
weapons to turn Taiwan into a hedgehog that would be difficult to mess with. Lawmakers called it a

testament to peace through strength.

But behind those big numbers were bigger numbers. The backlog of weapons that were
supposed to be sold but have not yet been sent exceeds $20 billion. Approval was huge, but

delivery was slow.

This backlog is called backlog. In a restaurant, the order has been taken but the food has not
been served yet. The deal was done on paper, but the actual weapons never arrived on Taiwanese
soil. $20 billion worth was tied up like that. This is largely because American weapons factories did
not have the power to produce this quantity all at once. This huge gap between the paper promise
and the weapons that arrived shows where Taiwan's anxiety comes from. Because a promise to

buy weapons alone is not a defense.
China responded with anger. | answered not with words, but with a list.

China's Ministry of Commerce has launched an untrustworthy entity list. The name is long, but
the meaning is simple. It is a type of blacklist in which China selects foreign companies that it
believes undermine its security or sovereignty. Once on this list, a company is blocked from
importing or exporting to China, cannot invest in China, or send employees. The door to China's
huge market and supply chain is being completely closed. American drone company Skydio was
there. Shield Al, which makes artificial intelligence fighter jets, Insitu, owned by Boeing, and Brink
also rose. Companies on the list will not be able to buy parts, do business, invest, or send

employees to China. The reason was one line. Military technology cooperation with Taiwan.



Because of the crime of supplying American weapons to Taiwan, all of those companies' routes to

China are blocked.

There is another reason why this revenge is so harsh. Building drones requires batteries and
parts, many of which come from China. Skydio soon complained that it was difficult to obtain
batteries. This is because we were relying on China for many of our parts. An American company
that manufactures weapons to block the enemy was actually dependent on the enemy country,
China, for parts to assemble the weapons. China took exactly that weak link and twisted it. Rather

than being a symbol, the list actually functioned as a tool to stop the production line.
The list didn't stop at companies.

On December 26, China's Ministry of Foreign Affairs went one step further. The assets of 20 U.S.
military companies and 10 executives in China were completely frozen, transactions were banned,
and entry into the country was blocked. It doesn't just stop at the company, it also targets the name
of the person leading the company. On the list of executives was Anduril founder Palmer Luckey.
There were people from Red Cat and Teal Drone and Rhombus Power. Beijing has put a bar on
each and every name of the person who makes the weapons. Not only were their assets tied up,
but they were also prevented from setting foot in Chinese territory, including Hong Kong and
Macau. It was a declaration that as long as the United States sells weapons to Taiwan, it will put a

price on the hands that make those weapons.
This is where the true face of this meeting is revealed.

Upstairs in the conference room, words of stability and cooperation were exchanged. Let's buy
Boeing, buy soybeans, stabilize the relationship. Downstairs in the conference room, $11 billion
worth of lethal weapons and asset freezes for dozens of companies were exchanged
simultaneously. A handshake was exchanged above, and a blacklist was exchanged below. The
same two countries, at the same time, rolled out the language of peace and the machine of war
together. China's Ministry of Commerce called this retaliation a legitimate defense of sovereignty
based on its own laws, and U.S. lawmakers called the same arms sale a historic deal to protect
Taiwan. One side called Haimas an aid to defense, while the other called it a harm to sovereignty.

In fact, it is one thing, but it has a completely opposite name.
What was even stranger was the way Trump handled the weapon.

In the past, the United States frequently notified Congress of arms sales to Taiwan. It was a daily
life of security. But the Trump administration tied it up for a while and then one day released it all at
once in one huge bundle. That's how $11 billion came out in December. The process of notifying
Congress each time was stopped, and several cases were collected and notified as a single
package. Arms sales have become a bargaining chip, not a daily part of security. When the
atmosphere with Xi Jinping was needed, he sat down, but when the need changed, he pushed it all

at once. The weapons moved to the rhythm of the bargain. As the ceasefire in Busan matured,
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China released some of the list, and as arms sales rose again, the list grew again. In this rhythm of
tying and untying, Taiwan's security was dragged through the negotiations between the two

countries.

This was the essence of the detonator called Taiwan. The words at the conference table are

sealed, but the deal continues to unfold outside the conference room.

The United States deleted the statement that it would protect Taiwan from the notice. However,
they continued to sell weapons. While China speaks of stability, it has frozen the fortunes of those
who make those weapons. Both countries said one thing with their mouths and did another with
their hands. Here is the real reason why peace in the Taiwan Strait is at stake. This is because a

detonator is buried where words and actions separate.

And above that detonator, the next batch of weapons was already being prepared. It was worth
14 billion dollars. Trump has not yet signed the document. | wasn't going to sign it until September
24th.

Part 6: Korea, between the shrimp back and the paddle



Chapter 19: What the 76% plunge said

The owner of a small processing company in Gyeonggi-do said. A single raw material can stop a
factory. If that one thing is not received, processing and assembly cannot be done, and delivery is
delayed. Then, both the primary and secondary partners stop. It is a structure where a horseshoe

cannot be nailed because there is no nail, and because there is no horseshoe, the horse cannot run.

The raw materials referred to here are not the steel or plastic we commonly think of. These are
minerals called rare earths. Even though the name contains the word 'soil', it is not a common type
of soil. These metals are hidden in very small amounts in electric vehicle motors, wind power
generators, semiconductor equipment, and precision magnets. It takes about as much as a
fingernail to make one. However, if the fingernail is broken, no car, chip, or magnet can be made.

Having a small amount and not needing it are two completely different things.
In April 2025, the nail broke.

China has imposed an export permit system on seven heavy rare earth elements. The permit
system is a system that allows you to export only if you get a government stamp even if you want to
sell it. The Chinese Ministry of Commerce placed seven types of elements that are not even
pronounced, such as dysprosium and terbium, on the control list. Not only are the elements intact,
but the permanent magnets and alloys they contain are also broken into small pieces and covered
with a net. Then, in just one month, rare earth magnet imports into Korea decreased by 76 percent.
During the same period, shipments to the United States decreased by 59 percent. Korea was hit
harder. The price of dysprosium and terbium, which are used in magnets, has tripled in just one

month. A one-page notice turned off the power switch at a factory across the ocean.

There was immediate evidence that the factory shutdown was not an exaggeration. The Ford
Motor Company plant in Chicago, USA, shut down its entire Explorer production line for a week due
to a parts shortage. Ford's CEO complained that the rare earth supply situation cannot be predicted
from day to day. This is what happens when resources become weapons. There are no missiles

flying or troops coming. Just one day, the part doesn't arrive, the line stops, and people go home.
The number 76 was not a magnet. It was Korea's seat.

South Korea gets about 80 percent of its rare earth metals from China. If we broaden the scope
to include all rare earth metals, that dependence rises to 91.2 percent. If you narrow down the
items, it goes even deeper. 99.8% of magnesium, called the salt of manufacturing, comes from
China. Magnesium is a metal that increases strength and reduces weight, so it is used everywhere,
from car bodies and seat frames to aircraft. Almost all of it comes from one country: China.
Tungsten oxide, a raw material for semiconductor processing gas, is 92.9 percent, and lithium
hydroxide for electric vehicle batteries is 83.5 percent. That's pretty much it. When the Korea

International Trade Association counted, there were 3,941 imported items that depended more than



80% on a single country, and nearly half of them were from China.

There is no need to memorize these numbers separately. You just need to remember one thing.
Saying 99.8 percent is like saying you are not qualified to sit at the negotiating table. You cannot
ask for a reduction in price or threaten to buy it from somewhere else. The seller calls the price, and

the buyer writes it down. That is the position that one-sided dependence creates.
Dependency wasn't the only problem. The fact that | couldn't change anything was even heavier.

The raw materials for semiconductor process gas and rare earth elements used in precision
magnets cannot be used in the process without them. There is no substitute. The usual market
logic of using something cheap when it's expensive and using something else when something's
blocked doesn't work here. If you replace tungsten oxide with another material, a semiconductor will
not be produced. If dysprosium is removed, the motor's magnet will no longer work as it should.
When the fact of high dependence overlaps with the technical limitations of not being able to
change it, the mineral immediately becomes a leash. So, before China actually blocked it, the price
fluctuated just because of the feeling that it could be blocked. Magnesium was priced at $2,185 per
ton in November 2020, but jumped approximately 2.5 times in one year. It has never been blocked,

but the price has moved that much just on the rumor that it might be blocked.

The colder truth was that there was no way to repay it. Australia can get its iron ore back if China
retaliates. Because China's steel mills cannot run without Australian iron ore. If there is a painful
spot when you hit it, you cannot hit it carelessly. That's bargaining power. There is no such card in
Korea. A resource-poor country that imported 90% of its core minerals had neither the weapons to
counter China's control nor a suitable place to live. High dependence means that there are no cards

to lay down on the negotiating table.

Korea has already experienced this kind of paralysis. The 2021 urea crisis is coming. Urea water
is a liquid that must be added to diesel vehicles to reduce exhaust gases, and Korea depended on
China for 97.7% of its raw material, urea, for industrial use. When China changed one of its urea
export procedures, goods were tied up from Chinese ports. Then, 2 million diesel trucks were in
danger of stopping. Even fire trucks and ambulances shook. One small chemical stranded a
country. The lessons learned from that time came back to rare earths four years later. This time it

wasn't trucks, but semiconductors and electric vehicles.
And Korea was pressed on both sides simultaneously.

The United States blocked the exit of the memory created by Korea. To prevent them from selling
to China, they had them build a factory in the United States. China has secured access to the
minerals needed to create that memory. In October 2025, China issued a new rule called Notice
No. 61. The rule is that even products made outside of China must obtain permission from Beijing if
they contain rare earth elements from China and their value exceeds 0.1 percent of the total. Itis a

cross-border control that requires one's own stamp even on items made in factories in other
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countries. This tiny threshold of 0.1 percent hit right at the heart of Korea. The moment the
high-bandwidth memory made by Samsung and SK using even a small amount of Chinese
minerals, that is, the HBM that is built into artificial intelligence chips, goes to the U.S. defense
network, China will give Korea the legal authority to cut off the minerals. The exit was controlled by
the United States, and the entrance was controlled by China. The country that produces 90% of the
world's HBM was powerless in the face of the chip materials. It was the place of a shrimp that
suffered retaliation for resources from China while trying to sell chips to the United States, and was

caught in a fight with a whale.

The ceasefire in Busan briefly opened umbrellas. At the end of October 2025, the two countries
met in Busan and agreed to a one-year ceasefire. The United States delayed the implementation of
the 50 percent rule, which prevents circumvention of imports through disguised affiliates of Chinese
semiconductor companies, by one year, and in return, China agreed to suspend the global
implementation of Notice No. 61 for one year. As the 50 percent rule was halted and rare earth
controls were halted, Korean factories also took a breather. But that umbrella was not made by
Korea. The United States gave it to China, and China gave it to the United States. Korea was in a
position to borrow a year created by the transaction between the two giants. The hands that opened
and folded the umbrella were not Korean hands until the end. When that year ends in November
2026, if refining facilities are secured in Vietham or Indonesia, or if Korea, the United States, and
Japan are unable to create a stockpile network together, Korea's line will once again be dragged in

front of Beijing's seal.

76 percent was all of that condensed into one number. How deeply Korea is leaning, how much it
cannot change, how much it cannot take back. Those numbers were not magnet statistics, but a
report card of negotiating power. And next to the report card, there was another bill. It said 25

percent.
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Chapter 20: Countries on the 25% list

On April 2, 2025, Trump held up a chart. There were numbers written next to the country names.
Next to Korea it was 25. It was a tax rate called a reciprocal tariff. A few days later, in an official
document released by the White House, the number was written as 26 and then changed to 25.
There was evidence that the invoice had been hastily written. However, one hastily written number

cost Korea $56.6 billion worth of exports.

Let's start by looking at what reciprocal tariffs are. The basis Trump used that day was a law
called the International Emergency Economic Powers Act, or IEEPA for short. This law was
originally a security law that allowed the president to block transactions with foreign countries or tie
up assets when an emergency occurs in the country. It has not been used for tariffs in half a
century. Trump declared that the huge trade deficit that the United States sees every year is itself
an emergency. The trade deficit refers to the difference between the price of goods that the United
States buys from foreign countries and the price of goods that it sells to foreign countries. In 2024,
the U.S. goods trade deficit reached $1.2 trillion. Using the deficit as an excuse, a 10 percent
universal tariff was imposed on almost all imports into the United States, and on top of that,
different tax rates ranging from 11 percent to 50 percent were imposed on countries that had

surpluses in the United States. South Korea is ranked higher up the list.
The number 25 was not an emotion, it was a calculation.

The U.S. Trade Representative used a simple formula: The US deficit with Korea is divided by
the amount of imports brought in from Korea. Half of that rate is charged as tariff. In 2024, the US
deficit with Korea was $66 billion, and imports were $131.5 billion. When divided, it was 50%, and

half of that was 25%. The fact that Korea sells a lot of goods to the U.S. comes back as a tariff rate.

Why did it have to be half? The U.S. Trade Representative included an assumption of how much
imports would decrease if tariffs were imposed. The elasticity, which means that imports fall as
prices rise, was set to 4, and the ratio of tariffs to consumer prices was set to 0.25. If you multiply
the two numbers, you get 1, which means that only half of the rate seen as a trade barrier is
imposed as a tariff. It was packaged with economics, but it was rough on the inside. The tax rate is
determined based solely on how much of a surplus a country has with the United States. It did not
consider whether tariff barriers were actually high or low or what non-tariff regulations were in

place. Surplus was sin.

At first, Korea was called one of the five countries. UK, India, Australia, Japan, and Korea. This
harsh measure was delayed for 90 days, except in China, where it was about to take effect. In the
meantime, only a 10 percent universal tariff will be temporarily imposed, and the United States will
call 75 countries separately to negotiate. Korea was first in line for the negotiations. On July 7,
Trump released a letter addressed to Korea on social media. They said they would charge 25

percent and had to negotiate by August 1st. A country's tariff rate was notified in a single letter.



South Korea signed a huge bill to shave that 25.

In November, negotiations were concluded. The United States lowered tariffs on Korea from 25
percent to 15 percent. Instead, Korea decided to invest $350 billion in the United States. Of this,
$150 billion will go to shipbuilding and $200 billion will go to strategic areas. Here, we decided to
buy $100 billion worth of American energy. It was the largest external promise in Korean history. To
cut it by 10 percentage points, we had to risk that much money. At the beginning of the
negotiations, Korea's deal was worth $20 billion per year. That small number swelled to 350 billion
after negotiations. The reduction was 10 percentage points, and the price to be paid was

astronomical.

But even with that money, the pressure did not end. Commerce Secretary Rutnick said 350 billion
is not enough. They told me to pay more, faster, with cash, not credit. Japan pointed to that
direction, saying it had promised $550 billion. Trump asked for the money up front. For every
discount, a bigger bill followed. There was a reason why the United States made such a push.
Ahead of the midterm elections in November of the following year, the Trump administration was in
a hurry to achieve tangible results in terms of factories and jobs. The results can only be achieved if
Korea quickly receives the promised money. Under the pretext of the Korean National Assembly's

delay in enacting the Special Investment Act, threats were made to raise the 25 percent tariff again.
Herein lies Korea's unique paradox.

To avoid tariffs, you have to build a factory in the United States. However, to build a factory in the
United States, equipment and parts must be transported from Korea. Then, Korea's exports to the
U.S. increase, the U.S. deficit increases, and the deficit returns to higher tariff rates. Investment
trying to avoid tariffs is a link that becomes an excuse to increase tariffs. This ring had a name. It is
an investment-induced trade deficit. Korean companies' factories in the United States still import
more than half of the machinery and parts needed to build and operate their factories from Korea.
The more investment was forced, the more equipment was shipped from Korea to the U.S., which
inflated the U.S. deficit, which was then charged back to Korea at tariff rates. The Korean
negotiation team tried to solve this trap with logic. We asked them to exclude from tariff calculations
the equipment temporarily transported to build factories, and persuaded them that if automobiles
and batteries were completely converted to local production, exports to the U.S. would decrease
and tariff rates would naturally go down. Moreover, if the factory starts operating in the United
States, a corresponding amount of jobs and production will leave Korea. Industrial hollowing took

place in place of avoiding tariffs.
The punishment received by the three major industries was different.

The car was hit the hardest. Korean automobiles are more than 46 percent dependent on exports
to the U.S., and earn 70% of the surplus with the U.S. alone. There were already other swords in
that industry even before the introduction of reciprocal tariffs. Article 232 of the Trade Expansion

Act. Section 232 is a long-standing law that allows the president to impose tariffs on certain
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imported goods if he determines they harm U.S. security. The United States, through Article
232,reduced the price by 25 percent on finished cars and, a month later, on auto parts by 25
percent.Hyundai and Kia had to urgently expand their U.S. factories from 700,000 units to 1.2
million unitsper year. Parts companies that followed us to the U.S. also suffered from a demand cliff
andpressure to reduce unit prices. The battery was cut deeper. The National Assembly Budget
Officebelieved that if the 25 percent rate was fully applied, battery exports would fall by more than
22percent. Korean battery companies had placed most of their production capacity
overseas,especially in the United States, and were just beginning to operate their factories. At that
moment,as the United States tried to withdraw subsidies for electric vehicles, the life-or-death bet

thatKorean batteries had placed on the United States was completely shaken.

Only the semiconductor texture was different. Semiconductors were excluded from the first list.
This is because it was difficult for the United States to replace Korean memory. Korea supplies 70%
of DRAM and 90% of high-bandwidth memory to the world. High-bandwidth memory, or HBM for
short, is memory that is stacked layer by layer next to an artificial intelligence chip to quickly
transfer data. It is a key component that solves the bottleneck of artificial intelligence calculations,
so even if the United States imposes tariffs, the buyer will ultimately bear the cost. So Korean
semiconductors avoided a direct hit. Rather, Korean semiconductors enjoyed alternative demand
while the United States and China imposed high tariffs on each other. But even that luck had a
deadline. Semiconductors were listed as a strategic item in the annex to the executive order. This
means that the United States can spend 232 trillion won on semiconductors at any time. The United
States has a history of quietly expanding the Article 232 tariff imposed on steel and aluminum to
derivative products containing steel. The knife that was out of the way now could come back

tomorrow.

In February 2026, the Supreme Court cut the tariffs at their roots. It was ruled that the reciprocal
tariff imposed by IEEPA was illegal. The authority to levy tariffs was entrusted to Congress by the
Constitution, but the reason was that that authority was exceeded by the Emergency Act. A brief
moment of light came to the Korean export industry. But that light didn't last long. To get back the
customs duties already paid, one had to go through a muddy lawsuit. Justice Kavanaugh wrote in
his dissenting opinion that the refund process would be a mess. There was something more scary.
The Supreme Court closed just one box, and Trump could pick another box and cover the same 25
percent again. Articles 232, 122, and 301. Article 232 is for security, Article 122 is for trade deficit,
and Article 301 is for unfair practices. Since it was a power already delegated by Congress, with
just a few steps, almost the same tax rate could be returned with just a name change. Behind one

closed box, there were three more boxes that could be opened.

So this was the lesson Korea took from the list. Twenty-five percent were written in pencil. We
paid $350 billion and rewrote it to 15 percent, but that number was also penciled in. The hand
holding the eraser was not in Korea. Korea had to guess which way the hand would move by

holding three cards.
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Chapter 21: The three losses at the crossroads - HBM,
core minerals, and trade

Korea was holding three cards. One was strong, one was a vital point, and one was a bill. But |
couldn't throw away any of them. To protect a strong hand, you had to give up a key point, and to

block a key point, you had to accept the bill. The three cards were tied together.

It's easy to think of the word "lose" as playing cards. Even if you have one good card, if the other
two cards are bad, you cannot use that good card to your heart's content. Korea was exactly like
that. This is because the moment you put your strongest hand on the table, the two giants attack
the weaknesses of the other two cards at the same time. So this chapter is a story of three cards.
We see where each is strong and where it falls apart, and how those strengths and weaknesses

overlap in one body.
The first hand was HBM.

HBM is short for High-Bandwidth Memory. It is a memory that is located close to the chip that
runs artificial intelligence and quickly carries enormous amounts of data. It corresponds to the blood
vessel of an artificial intelligence accelerator. If these blood vessels are blocked, even the best
brain chip cannot run as fast as it should. Therefore, this memory accounts for a large portion of the
world's artificial intelligence chip price. Samsung and SK create 90% of the blood vessels. It was a

hand coveted by both giants.

However, the stronger the group, the more targeted it became. On December 2, 2024, the U.S.
Department of Commerce's Bureau of Industry and Security placed HBM on its control list. The
weapon taken out together is the overseas direct production rule. It is called FDPR after its English
initials. One line of logic for this rule is enough. If a product is made with American equipment, even
if it is made in another country and exported, you must obtain a U.S. permit. Even though the
memory is made in Korea in a Korean factory, it ends up in American hands because it went

through American equipment.

What was even more painful was the exemption list. The United States has exempted 33
countries with similar control systems from this rule. Most of the European Union member states,
Japan, Australia and the United Kingdom are included. However, Korea, the world's largest HBM
producer, was omitted from the list. Taiwan and Singapore also fell out. U.S. officials told the story
to the Center for Strategic and International Studies. It is said that it was a pressure to bring Korea
into the trilateral semiconductor control agreement between Korea, the United States and Japan. It

was an attempt to attract Korea's participation by using exemption as bait.

While my stomach was congested, my bottom was also compressed. The largest single market
for Korean semiconductors is China. That waterway was threatened. Huawei has stepped into that

gap. We mobilized paper companies to stock up on large quantities of Korean HBM in advance and



prepared for the production of next-generation accelerators. At the bottom, China's Changshin
Memory released general-purpose memory at low prices. The US blocks cutting-edge technology,
while China pushes general-purpose technology. The hand holding 90% became a sandwich. The

paradox is that strong hands are targets because they are strong.
The second hand was a key mineral. To be exact, it wasn't a hand, but a critical point.

Core minerals are raw materials that are the lifeblood of high-tech industries. It is a material used
to cut semiconductors, make batteries, and run electric vehicle motors. Korea imports almost all of
its blood from China. 99.8 percent of magnesium, 92.9 percent of tungsten oxide, and 91.2 percent
of rare earth metals come from China. 83.5 percent of lithium hydroxide, the core of electric vehicle
batteries, also comes from China. That's pretty much it. If Beijing presses the export button once,

Korea's high-tech factories can come to a halt.

And on top of that was China's 0.1 percent rule. On October 9, 2025, China's Ministry of
Commerce suddenly issued Notice No. 61. Even if a product is made outside of China, if it contains
only 0.1 percent of the rare earth elements designated as Chinese products, it is required to obtain
permission from Beijing. If trace amounts of Chinese minerals are mixed into Korean-made memory
and they end up in the U.S. defense network, China can cut off the minerals. Dysprosium is used in
the motors of Hyundai and Kia's electric vehicles, and the same thing will happen if those vehicles
end up in the U.S. defense industry. The United States holds the exit, and China holds the
entrance. If America's control of HBM constricted the outlet of Korean memory, China's 0.1 percent
rule constricted the inlet of the minerals that make up that memory. It was a trap that faced each

other like a mirror.
The Korean government was also aware of this critical point.

On February 5, 2026, the Ministry of Trade, Industry and Energy announced a comprehensive
plan for the rare earth supply chain. The core minerals subject to management have been
expanded from 7 types to a total of 17 rare earth types. We decided to increase overseas resource
development loans, raise the support ratio from half to 70%, and write off 90% of the loans even if
they fail. We also created a supply chain stabilization fund worth 250 billion won. We increased our
stockpile to a 100-day supply and developed recycling technology to extract rare earth elements

from waste motors and waste batteries. | did what | could.

Let's start with where this measure reaches. Stockpiling means filling the storehouse. This means
storing up enough food to last for a while even if the entrance is suddenly blocked. The Public
Procurement Service has created a protective shield by accumulating raw materials such as
indium, tin, aluminum, and copper at stockpiles across the country. Recycling is about refilling the
warehouse from within. The Korea Institute of Geoscience and Mineral Resources has developed
technology to extract rare earth magnets from waste hard disks and waste motors through a dry
process. Gunsan's waste battery factory collects metal by separating the anode and cathode

materials from used electric vehicle batteries. By bringing one end of the chain into the country, we



have gained some breathing room.
However, there were places where this measure could not reach.

Stockpiling is a business within borders. Recycling is also a task within borders. But China's 0.1
percent rule operates outside its borders, at the level of exporting finished products. This means
that no matter how much the storehouse is filled, there is a space that cannot be blocked. Even if
Korea accumulates raw materials and develops recycling technology, as long as the world's basic
materials contain rare earth elements from China, it cannot avoid Beijing's approval at the final
stage of exporting finished products. Stockpiling was about increasing the entrance, and 0.1
percent was about blocking the exit. The blocking positions were different. Even if the storeroom is

full, if China is standing outside the gate, the loaded truck will stop in front of it.

A colder limitation was time. Even in the United States, it took 5 to 10 years to connect from a
mine to a magnet. It is estimated that it will take a similar amount of time for the U.S. Department of
Defense to pour billions of dollars into its own rare earth company, MP Materials, to forcefully
rebuild the chain from mines to magnets. This is true even if the state pours money into it. This is
because the steps of mining minerals, splitting them, refining them, and turning them into magnets
are not tasks that can be skipped within a year's budget. It was physically impossible for Korea to

repair 80 percent of its dependence within one year.

There was no one to hold hands with. When Japan was blocked from supplying rare earth
elements to China during the Senkaku dispute, it joined hands with Australia to change its supply
source. This was possible because there was a huge resource-rich country nearby. There was no
such thing as such cooperation in Korea. There were no resources to receive back from China, and
there was no solidarity with a large resource country like Australia that could immediately change
sources of supply. If China retaliates, there is no leverage to retaliate, so it was virtually empty of

negotiation power.
The third loss was normal.

The United States imposed a 25 percent reciprocal tariff on Korea. A reciprocal tariff is a tariff
with the justification that we will charge the same amount that the other party charges on our goods.
The Trump administration presented this bill by mobilizing trade law and the International
Emergency Economic Powers Act. The International Emergency Economic Powers Act, called
IEEPA by its English initials, is a law that allows the president to broadly regulate trade and
transactions when he declares a national emergency. The trade deficit was defined as an
emergency and used as a basis for tariffs. Major export products such as Korean automobiles and

batteries are at risk of hemorrhage.

South Korea pledged $350 billion and cut it by 15 percent. It was a negotiation to ease tariffs by
building factories in the United States and increasing investment. But there was a paradox in that

investment. If equipment is shipped from Korea to build a factory in the United States, exports to
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the United States increase, the deficit increases, and tariff rates rise again. Since the basis
forimposing tariffs in the United States is the trade deficit, investment that increases the
deficitbecomes a link that leads to tariffs. Investments that try to avoid tariffs invite tariffs. Moreover,
asthe factory expanded, jobs in Korea were lost. The strongest trade card was at the same time

thegateway to industrial hollowing out.

Looking at the three cards together, Korea's position is revealed. Even a strong hand cannot win
alone, a critical point has a long way to go, and the bill is written in pencil. So Korea was not a
shrimp that burst out in a whale fight. It was the hand that held the technology that the two giants
desperately wanted, but at the same time, it was the body that was the weakest to the giants'

control. The hand holding the card and the exploding back were held together in one body.

The ceasefire in Busan saved us a year. On October 30, 2025, at the Busan summit, the United
States and China paused their brinkmanship. The United States postponed the implementation of
the 50 percent subsidiary rule by one year, which binds subsidiaries with more than half of the
shares of companies on the sanctions list. In return, China imposed a one-year suspension on
global implementation of rare earths extraterritorial controls such as Notice 61. As a result, from
November 10, 2025 to November 10, 2026, Korea was temporarily relieved from the pressure of
HBM sales channels and the crisis of minerals being cut off, and was given breathing room to turn
its line around. It was a borrowed umbrella. However, the hands that opened and folded the

umbrella were in Beijing and Washington. Korea's hands were not there.

Even at the Beijing meeting, this umbrella did not expand further. The tariff ceasefire was not
extended at the second round of talks on May 14 and 15, 2026. Trump himself said he didn't even
discuss the issue. The year that Busan lent was exactly the same as it started in Busan, no more,

no less.

What Korea had to do during that one year was clear. The plan is to build refineries in Vietnam
and Indonesia. Vietnam has large reserves, and Indonesia is a base for nickel processing. Korea's
buffer zone had to be expanded there, and the chain tied to China had to be broken in many ways.
On top of that, the three countries, Korea, the United States, and Japan, had to build a joint network
to stockpile minerals and share information. And beyond the level of a single economic ministry, we
had to establish a government-wide control tower to respond as one to pressure from the United
States and China. It's not about breaking the chain, it's about reweaving it. It was not a hands-off

decoupling, but a reweaving of the chain.

The report card has not yet written down how much work was accomplished in one year.
Because, as CSIS says, self-reliance is not measured by announcements or investments, but by
the actual tons pulled out of the mine. The weight of minerals on a truck is the answer, not a plan

on paper.

The one-year hourglass was spinning toward November 10, 2026. On that day, America's 50

percent rule and China's 0.1 percent rule will be awakened simultaneously. Korea stood in front of
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him with three cards in hand. The questions came together as one. What should Korea have done

during that one year? And, what did you do?
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Epilogue again, November 10th, and September 24th

On the evening of May 14, Trump took the microphone at the Great Hall of the People banquet
hall. He said he would invite Xi Jinping and his wife to the White House on September 24th. It was
an invitation made publicly, with a date attached. He added that, like our trade, this visit will be

mutually beneficial.

Making a date at a dinner party is a bigger deal than it seems. Visits by heads of state are usually
announced only after several months of quiet coordination by diplomatic staff. Trump skipped that
process and took the date first, under the chandelier and in full view of the guests. It was not an
impromptu remark thrown at the end of the meeting, but a move that set the stage for the next

meeting.

During the two-day meeting, the two giants failed to produce a single joint statement. Nor has the
tariff truce been extended. We parted ways, leaving behind rare earths, semiconductors, and
Taiwan. At the end of a summit, it is common for the two countries to put together the agreements
they have reached and announce them together in one document. | couldn't do that this time. The
United States issued separate announcements, while China issued separate announcements. The
United States emphasized rare earths, Iran, and the opening of the Strait of Hormuz, but that part
was omitted in the Chinese announcement. Instead, China put the new expression 'constructive
strategic stability' and the Taiwan issue at the forefront. It seemed as if the two people sitting in the

same seat were having a completely different meeting.

But there was one thing that came from that empty-handed meeting. This was my next
appointment. The most important product of this meeting was not the agreement, but the fact that
the next meeting was scheduled. The principle of continuing to discuss trade and investment issues

and the promise to meet again in September. That was all that remained of the two-day summit.
Two dates are stuck on the calendar. September 24th and November 10th.

To find out why November 10th is such a heavy day, you have to go back a year. The first
summit was held in Busan on October 30, 2025. It was an event held on the occasion of the
Gyeongju APEC summit. At that time, the two countries took a step back from the brink of a huge
global economic crisis. The United States postponed for a year from November 10 the
implementation of the '50 percent rule', which prevents sanctioned companies such as Huawei from
escaping control through shell subsidiaries, and port entry fee measures targeting China's shipping
and shipbuilding industries. The entity list is a list of companies sanctioned by the United States
with which transactions are blocked. The 50 percent rule is a rule that states that subsidiaries of a
company that holds more than half of the shares on the list are considered to be on the same list. It
is a shell company that only changes its name, creating a tight network to prevent sanctions from
being evaded. In exchange, China suspended the rare earth export licensing system that it had

been trying to push around the world for one year. Rare earth elements are key minerals used in



magnets, electric vehicles, and precision weapons, and China largely dominates the refining
market. The two countries have decided to sheath their swords aimed at each other's vital points for

just one year.

November 10th is the day when the knot tied in Busan is untied. That day, five clocks strike at the
same time. America's 50 percent rule is awakened, China's 0.1 percent net is unfolded, and
deferred tariffs and port fees are revived. 0.1 percent net refers to China's Notice No. 61. The rule is
that even if a finished Korean semiconductor product contains just 0.1 percent of Chinese rare
earth elements, it must obtain permission from Beijing. Even if it is as small as a fingernail, the
goods cannot go out unless China stamps them. A month and a half ago, on September 24th, Xi
Jinping came to Washington. This is the last negotiation held just before the deadline expires. The
two dates were stitched together on a single line. If you don't tie the knot again in September,

everything will unravel all at once in November.
Two people read the same clock differently.

Trump's clock lasted six months. We had to have midterm elections in November, and we had to
have Xi Jinping on the White House red carpet before that. For the U.S. president, the midterm
elections are like a report card received halfway through his term. Before that, a picture showing
that China had been subdued was the card to show to voters. For that one picture, he held off
signing the Taiwanese arms sale papers. The moment he brought up the date September 24th live,
he played the card that he desperately needed Xi Jinping in September. In a negotiation, if you
know that the other side is more urgent, the initiative passes to that side. The leadership passed to
Beijing. Xi Jinping's watch was 10 years old. The 2027 party congress and the next five-year plan
were included in it. Chinese leaders do not have uninterrupted terms of office through elections. He
had no reason to rush. Trump bought six months of headlines, and Xi Jinping bought the time he

needed to become self-reliant.

This year was not one of peace. It was a period of preparation for the next clash. A ceasefire is
not a treaty. The two countries did not heal the root of the conflict, but simply exchanged hostages

and put down their guns. You can pick up your gun again at any time when you put it down.

The United States spent the year rebuilding its broken mineral supply chain. The Ministry of
National Defense became the owner of MP Materials and operated the separation tower. MP
Materials is the only integrated rare earth production company left in the United States. The Ministry
of National Defense decided to purchase the shares directly, become the largest shareholder, and
support the price so that it does not fall below a certain level so that it can withstand even if China
slashes the price. It was a picture of connecting canned minerals in a mine to magnets. But it takes
five to 10 years to get from mine to magnet. From surveying the ground to setting up refining
facilities, this industry takes up a lot of time. One year was hardly enough. China spent that year
filling its storehouses. | took Huawei's chips, bought the memory, and bought what | could before

the rules were locked down again. One of the things | hoarded was HBM. It is called



high-bandwidth memory. It is a memory that is attached next to the artificial intelligence chip and
quickly carries data, and is essential for artificial intelligence calculations. This is something |
stocked up on while | could buy it before the controls were locked again. While the two giants

forged their shields in their respective fields, Korea was in the middle of that one-year truce zone.

The day before the Beijing meeting, the U.S. Treasury Secretary and the Chinese Vice Premier
stopped by Seoul. We met with the President of Korea every hour and completed the final
working-level negotiations at Incheon Airport. Following Busan, Korea has once again become a
stage where the U.S. and China meet. Renting a stage seemed like an asset. As the two great
powers chose Korea's land to sit across from each other, Korea seemed to be in such an important
position. But one diplomatic analyst called it a debt. This is because the two powers only used
Korea as a convenient stage and did not give up the rights to the script. There was lighting but no

dialogue.

It was clear what Korea should have done during that one year. This involves building refining
facilities in Vietham and Indonesia, establishing a joint stockpile network between Korea, the United
States and Japan, expanding export routes to ASEAN and consumer goods, and establishing a
control tower beyond economic ministries. Korea relies on China for 99 percent of its magnesium
and over 90 percent of its tungsten oxide. Magnesium is salt in manufacturing, and tungsten oxide
is used in semiconductor processes. This is a place where a factory can stop with just one seal.
The risk cannot be resolved simply by stockpiling minerals domestically. This is because China's
0.1 percent rule does not occur within Korea, but rather operates at the final stage of exporting
products made in Korea. Even if we increase our stockpile and recycle used batteries, if China
holds a seal on the export road, the factory will stop in place. So, what was needed was to go
beyond domestic stockpiling and establish a separate refining route outside of China and establish
a stockpile network with allies. These were things that had to be proven with tone, not words. It was
a report card that included the tonnage of minerals taken out of the mine and the number of new
production lines installed. That report card hasn't been written yet. Because the hourglass is not

over.

In the prologue, Xi Jinping handed Trump a rose seed. They told me to plant it in the White
House yard. The seeds remain buried for one year and bloom the following spring. What you plant
that year determines the next spring. The two giants planted their shields in their respective fields.

So what did Korea plant during that one year?

When the clock strikes on November 10th, will Korea be sitting on its back between two whales?
Or should | show off the skills | have accumulated over the past year? The answer remains blank

even as this book ends. And the person who fills that blank is neither Trump nor Xi Jinping.
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