
 

 

 
 

Ten Year Risk from China to Your Investing – How China Got Where It Is 
By: www.ProfitableInvestingTips.com 

Over the coming decade China will pose a risk to Taiwan, neighboring countries in the South China Sea and the 
USA and its allies like South Korea, Japan, Australia, and India. An article in Foreign Policy describes the coming 
years as a dangerous decade of peaking Chinese power. In this regard, we see a ten year risk from China to 
your investing. How did this come about, what are the possible outcomes, and how can you adjust your 
investing to survive and profit. 

How China Developed As an Economic and Military Power 
China was largely isolated from the world when President Nixon visited China in 1972. Nixon’s strategy was to 
re-open relations with China after 25 years in order to gain advantage over the USSR which, at that time, was 
the “other” global power. Opening China to foreign influence was another goal as businesses looked at China’s 
huge population as both a source of cheap labor and an emerging market that would buy goods from abroad. 
Parts of this worked out for the West and parts did not. 

Introducing Modified Capitalism in China 
Premier Deng Xiaoping in the 1980s introduced market economy reforms in China. This provided incentives 
that previously did not exist. The Chinese economy moved from an agricultural base to a manufacturing base 
over the next decades. China passed other nations in manufacturing capacity one by one and the USA in 2010. 
China achieved this success by emulating parts of what Great Britain did to start the Industrial Revolution.  

China’s Recipe for Economic Growth 
The St. Louis Federal Reserve published an informative article about how China went from an agrarian society 
to an industrial powerhouse in only 35 years. In 1978 when he came to power after the death of Chairman 
Mao, Deng Xiaoping laid out a plan for a Chinese industrial revolution, the fourth try by China since the 19th 
century. Learning from past mistakes he set up these steps as detailed in the St. Louis Fed article. 

1. Maintain political stability at all costs; 
2. Focus on the grassroots, bottom-up reforms (starting in agriculture instead of in the 

financial sector); 
3. Promote rural industries despite their primitive technologies; 
4. Use manufactured goods (instead of only natural resources) to exchange for 

machinery; 
5. Provide enormous government support for infrastructure buildup; 
6. Follow a dual-track system of government/private ownership instead of wholesale 

privatization; and 
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7. Move up the industrial ladder, from light to heavy industries, from labor- to capital-
intensive production, from manufacturing to financial capitalism, and from a high-
saving state to a consumeristic welfare state. 

He ignored advice of Western economists (unlike Russia in the 1990s) and started very gradually, adjusting the 
approach as results dictated. 

China’s Access to Foreign Markets 
China’s biggest trading partner by the 1980s was the USA. Its cheap labor attracted foreign businesses that set 
up manufacturing in China and then exported back to the rest of the world. China studiously copied what these 
businesses did, insisted on trade secrets for the “right” to work in China and then developed their own 
businesses. Entry into the World Trade Organization in 2001 was a key step in China’s rise to economic power 
as it gave access to previously closed markets.  

Ten Year Risk to Your Investing From China 
China has not risen to its current stage of power without costs. China has a huge amount of debt to deal with 
as evidenced by the problems in its real estate sector. The one couple one child policy has now left China with 
a demographic disaster as workers are retiring and there are not enough to replace them. Meanwhile, they 
have gotten more aggressive in terms of maintaining political stability (first rule in their plan) and asserting 
control over adjacent areas like Taiwan and the South China Sea. Their power is peaking this decade and will 
taper off as more and more nations follow an anywhere but China approach to their supply chains. This 
situation, as we will explore further, is fraught with risk for investors in the USA and everywhere. 

For more insights and useful information about investments and investing, visit 
www.ProfitableInvestingTips.com. 

FREE training materials. 
 

Free Weekly Investing Webinars 
Don’t miss these free training events! 

http://www.profitableinvestingtips.com/free-webinar 
 

Forex Conspiracy Report 
Read every word of this report! 

http://www.forexconspiracyreport.com 
 

Get 12 Free Japanese Candlestick Videos 
Includes training for all 12 major candlestick signals. 
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Disclaimer: Trading and investing involves significant financial risk and is not 
suitable for everyone. No content on this document should be considered as 
financial, trading, or investing advice. All information is intended for educational 
purposes only. 
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