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One of the less-noticed outcomes of the tariff tantrum in the markets is the sudden (and
somewhat queasy) fall of the value of the U.S. dollar. As of this week, sound as a dollar’ doesn’t
mean what it used to.

On Monday, the dollar fell to a three-year low when measured against a basket of global
currencies (see chart), and the trend appears to suggest more of the same. The reason is not
complicated: foreign investors are selling their dollar-denominated assets, including stocks and
Treasury bonds, betting that the American economy is going to continue on a recessionary path.
Put more simply, people are losing confidence that the dollar is a safe haven to store their
money.
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Economists will tell us that a weaker dollar makes American goods and services less expensive
in foreign markets. But with reciprocal tariffs, and backlash among consumers in many
countries against all things American, this impact is likely to be small or potentially nonexistent.

A more pressing concern is higher interest rates, and the potential impact on the national debt.
Every tick upward in the rates that investors are willing to accept to buy American debt raises the
percentage of the national debt that goes toward interest payments. With national debt currently
running at more than $35 trillion, small increases can lead to large holes in the American
government’s solvency. In fact, this could become the first year that servicing debt represents
the largest line item on the government balance sheet. At that point, people might lose
confidence in the dollar, and in the American financial system generally.

Thus, while most reporters are watching the daily movements in the stock market, economists
are closely monitoring the Treasury debt auctions. Investors here and abroad will have to buy
roughly $10 trillion of Treasury securities this year to cover deficits and maturing securities—a
figure that amounts to more than a third of U.S. gross domestic product.

The dollar may yet recover. But with the chaos revolving around the on-again, off-again tariffs,
it’s more likely to fall further than to gain against world currencies.
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If you have any questions about this article or want to discuss your family finances, investment
portfolio, or financial planning advice, please call on me anytime at my number (215) 325-1595
or you can click here to schedule a meeting.

Please feel free to forward this article and offer to anyone you know who might have financial
questions or need some unbiased advice. Most financial advice is sales advice. In stark contrast,
we are fee-only (non-commissioned) fiduciary advisors. We just provide truthful, unbiased

advice to our clients.
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**PRIVACY NOTICE**

This message is intended only for the individual or entity to which it is addressed and may
contain information that is privileged, confidential, or exempt from disclosure under applicable
federal or state law. You are hereby notified that any dissemination, distribution, or copying of
this communication, except in accordance with its intended purpose, is strictly prohibited.
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