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Dollar Decline: What Me Worry?
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The U.S. dollar is declining in value compared with a basket of international currencies. The
greenback has fallen 5% in the last two months, and now sits at a 13-month low.

Breaking The Buck
The dollar has fallen 5% in value over the past two months

Dollar index

Should we be alarmed? Probably not. In fact the other nations go to economic war over trying
to devalue their currencies compared with the others around the world. A strong currency means
that the products of companies based in that country will be priced higher in the countries they
are exporting to—making them generally less competitive versus local brands. Japan and China
exploited the value differences in their currencies to great advantage by helping their exporters
sell their goods cheaply in the U.S. markets. American exports will benefit from the current
trend, which could lead to higher profits for U.S. farmers and larger manufacturing firms.

On the other end of the spectrum, the dollar’s weakening against the euro has not been kind to
export-oriented Germany, whose GDP recently turned negative for the third time in the last five
quarters. The Japanese yen, meanwhile, has weakened against the dollar since the start of the
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year (see chart) although it has actually gained strength from a greatly oversold position, and
now sits at roughly where the Japanese government wants it.

Levelling The Playing Field
The dollar is no longer looking so strong versus the major G-10 currencies

Percentage change to the dollar since start of year

Euro

Sterling i ®

Danish krone
Swiss franc
Australian dollar
Swedish krona
Canadian dollar

Japanese yen

You might read speculation in the press that the dollar’s recent doldrums threatens its status as
the world’s reserve currency. But those fears are overblown. Dollar assets currently make up
59% of the total foreign central bank reserves, well ahead of the euro’s 20% share. 64% of
world debt is denominated in dollars, and the dollar is used for 54% of cross-border international
payments among countries and companies involved in global trade. The dollar isn’t going to be
replaced any time soon.

Role of the dollar remains strong
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The dollar’s value tends to fluctuate with U.S. interest rates, which means that the next interest
rate easing by the Federal Reserve Board will probably add to the downward trend. The
downside is that a less-valuable dollar means that foreign stocks and goods and services
manufactured abroad are more expensive to Americans, and your next vacation trip overseas will
cost more in dollar terms.

But most of these shifts will be felt only at the margins, and there is not likely to be a global
restructuring around the euro or the Chinese renminbi. The U.S. economy makes up 26% of the
world’s GDP, its economic rule of law is the strongest in the world, and for the near future, at
least, the ‘ol greenback is the world’s most trusted currency.

Sources:

https://www.advisorperspectives.com/articles/2024/08/31/king-dollars-softening-good-news-
nearly-everyone

https://www.brookings.edu/articles/the-changing-role-of-the-us-dollar/

https://www.marketplace.org/2024/08/29/us-dollar-weakening-currency-imports-exports-federal-
reserve-interest-rate-cuts/

https://www.marketplace.org/2024/08/29/us-dollar-weakening-currency-imports-exports-federal-
reserve-interest-rate-cuts/
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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.

Jeffrey Broadhurst
MBA, CFA, CFP
Broadhurst Financial Advisors, Inc.
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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.

Our physical and mail address:
1911 West Point Pike
P.O. Box 301
West Point, PA 19486-0301

Contact us:
Phone: (215) 325-1595
Email: jeff@broadhurstfinancial.com
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