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The slow default of « institutional capitalism »
rooted In the US constitutional architecture
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WHO, WTO & CO2: awar against the institutional and
the environmental symbols of globalization
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Exhibit 6: The world owns $26tn more of US assets than vice versa
US net international investment position
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Economic policy uncertainty QiR GERU LGl

States is at an all-time high
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Figure 1.4. Overall Uncertainty, EPU, and TPU

(Index)
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Sources: Ahir, Bloom, and Furceri 2022; Caldara and others 2020; Davis 2016; and IMF
staff calculations.

Note: The uncertainty measures are news- and media-outlets-based indices that
quantify media attention to global news related to overall uncertainty (WUI), economic
policy uncertainty (EPU), and trade policy uncertainty (TPU).
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The US Treasury:
«We will never
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Bessent vows US will never default as
market data lays bare investor anxiety

@ Dollar and Treasury yields diverge @ Trump budget bill fuels debt jitters & Dimon bond fears dismissed

Since ‘liberation day’

the 10-year yield has risen
to 4.42%, while the dollar
has dropped 4.7%

MYLES MCCORMICK — WASHINGTON
EMILY HERBERT — LONDON

US Treasury secretary Scott Bessent
yesterday said that the US would never
default on its debt in a bid to assuage
investors” mounting concerns about the
state of American public finances.

“The United States of America is
never going to default, that is never
going to happen,” Bessent told CBS. “We
are on the warning track and we will
never hit the wall”

Investors’ jitters over the size of the
Us federal debt have mounted as Don-
ald Trump has urged Congress to push
through his “big beautiful” budget bill,
which is broadly expected to ratchet up
the federal deficit.

This has exacerbated the breakdown
of the close relationship between US
government bond yields and the dollar,
market data suggests.

Government borrowing costs and the
value of the currency have tended to
move in step with each other, with
higher yields typically signalling a
strong economy and attracting inflows
of foreign capital. But since Trump’s
“liberation day” tariffs were announced
in early April, the 10-year yield has risen
from 4.16 per cent to 4.42 per cent,
while the dollar has dropped 4.7 per
cent against a basket of currencies. The
correlation between the two has fallen
toits lowest level in nearly.three years.

“Under normal circumstafites,
{higher yields] are a sign of the US econ-
omy performing strongly. That’s attrac-
tive for capital inflows,” said Shahab
Jalinoos, head of G10 FX strategy at UBS.
But “if the yields are going up because
US debt is more risky, because of fiscal

concerns and policy uncertainty, at the
same time the dollar can weaken”, he
said, a pattern that was “more fre-
quently seen in emerging markets”.

Trump’s tax bill, along with the recent
Moody’s downgrade of the US credit rat-
ing, has brought the sustainability of the
deficit into sharper focus for investors.

‘Watchdog the Congressional Budget
Office warned in March that, even with-
out Trump’s budget legislation, US debt
asashare of GDP would exceed its 1940s
peakin the coming years.

Analysis by Torsten Slok, chief econo-
mist at Apollo, suggests that US govern-
ment credit default swap spreads —
which reflect the cost of protecting a
loan against default — are trading at lev-
els similar to Greece and Italy.

Trump’s attacks on Federal Reserve
chair Jay Powell have also spooked the
market. The US president summoned
Powell to the White House last week and
told the central banker he was makinga
mistakein not cutting interest rates.

“The strength of the US dollar comes
partly from its institutional integrity:
the rule of law, independence of central
banking and policy that’s predictable,”
said Michael de Pass, global head of
rates trading at Citadel Securities. “The
Iast three months have called that into
question. A major concern for markets
is whether we are chipping away at the
institutional credibility of the dollar.”

Bessent dismissed concerns raised by
JPMorgan Chase chief executive Jamie
Dimon on Friday that the US bond mar-
ket would “crack” under the weight of
the country’s rising debt. “I have known
Jamie a long time and for his entire
career he’s made predictions like this.
Fortunately, none of them have come
true,” he said. Deficit projections had
not accounted for the “substantial”
income boost from Trump’s import tar-
iffs, headded.

Additional reporting by Louis Ashworth

Bessent promette che gl Stati Uniti non finiranno mai in default
malgrado i dati dei mercati mettano a nudo I'ansia degli

investitori
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CHANGE IN PASSENGERS AT MAJOR U.S. AIRPORTS

PROC ED BY

Over rolling 30 days versus same 30 days a year prior at ORD, JFEK, LAX, ATL, DEN, DFW, |AH, |AD.
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The number of international students In US
Universities 1s down 11.3% in March 2025

- Associa.tion
- of American Contact Us Q LOG IN

- Universities

Home Newsroom Leading Research Universities Report SEVIS Data Shows Declining Number of International Students in the United States

April 11,2025

SEVIS Data Shows Declining Number of

International Students in the United States
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Globe Eye News & @GlobeEyeNews - 29 mag
White House Press Secretary Leavitt:

Electricians, plumbers, we need more of those in our country and less
LGBTQ graduate majors from Harvard University.

More
Electricians
& Plumbers |
less Harvard
& Stanford




The largest redistribution from poor to rich in American history

Combined effects of the (regressive) tax cuts in the budget bill passed by the House,
the (regressive) spending cuts in that bill, and Trump's tariffs.

Average annual change in household resources over the next decade
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36.000.000.000.000,00 $: debt is US most important export
item. Until is noté
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The elephant In the room: US fiscal deficit

US Fiscal Deficit vs RoW Curr Acct Surplus US Fiscal Deficit vs. Size of World's Biggest Entire Economies (USD, tn)
; - B B
T,h e Us fiscal deficit is now China = $19tr On a standalone basis the US Fiscal Deficit
bigger than the sum total of would be 9" largest global economy (inc USA, not shown).
all global current account =2l
surpluses combined, The US government borrows c. an entire Iltaly, or an entire
Tricky then, to finance it. . Brazil, or an entire Canada...um, annually!
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A. 12-month-ahead inflation
expectations
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Intraday Cov(St., Tr.)

e o High volatility of

/ stock-bondos
| ) covariance and

)| “ correlation

/9 In 2025, the stock-bond correlation has been higher
than historical norms, reducing b o n dradional role
as a portfolio hedge. This shift is attributed to inflation
shocks and policy uncertainty (e.g., tariffs).

For instance, J.P. Morgan notes that fixedi n ¢c o me 0
correlation with equities has risen over the past two
years, meaning stocks and bonds are moving more in
tandem, especially during inflationary periods.

IO Fund reports that since 2022, the traditional
negative stock-bond correlation has broken, with both
assets declining together in high-inflation
environments, a trend persisting into early 2025.

. . , Lan . 1F, : 1 — : As of June 2025, 10-year Treasury yields are around
1/29 2/19 3/12 4/2 4/23 1/29 2/19 3/12 4/2 4/23 4.41%, up slightly, suggesting continued volatility in
bond prices, which may influence covariance with

Figure 1. Stock-bond covariance and stock-bond correlation. Daily values estimated from stocks.
intraday data for February to April 2025.
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«Almost all of that savings has ended up in the US. With
Trump, no nation can really perceive the US treasury as a
safe reserve asset anymore ».

Thereare now two big politicaldrivers to
NIIP by Country - USD mn markets-firstly Europe and Japaneedto
remilitarise Thiswill require hiring more
military personnelat a time of record low
unemployment and to build outhere own
securemilitary supply chainBothof these
thingswill require money. The good news
that nationslike Europe and Japactually
havea greatdeal of moneysaltedaway
0000 eitherin foreignreserves or savings The
problemisthat almostall of that savingshas
endedup in the US, one way another We
OO canseethisusingthe Net International
Investment Position (NIIP) dat@heywill
needto bringthat money backThisdatais
alsopicking upforeignreserves But the
second big driversthat no nationcanreally
perceivethe US treasurgsa safereserve
assetanymore



Downgraded . For the first time In history, US
creditrating losest he | ast AAA fro

® Live TV Markets v Economics Industries  Tech Politics usinesswee

Trump's Second Term: US-China Trade Deal | Tax-Cut Bill | Drug Prices | The Policy Mastermind | Sinking Popularity

| iﬁ;’;ﬂfj US Loses Last Top Credit Rating With
Downgrade From Moody’s
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Protection Racket
What worked since Trump’s tariffs: Dump $

Total return since April 2

7 5% "Reciprocal” tariffs delayed
: German 10-year
5.0 . y
55 m Gold
0
-25 m US10-year
W Dollar index
-50
S&P 500
-15
-10.0
125
150 ' ' ' : ' _ '
April 2 April 11

Note: Total return with dividends or coupons reinvested, in dollar terms
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Gold 1s not a safe haven. It is the only "global
Institution” that Is still undisputed

The main beneficiary of de-dollarization is gold

Share in global reserves (%) Dollar e G old

2017 2018 2019

Source: IMF, SG Cross Asset Research/Forex
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- leads all major assets in 2025

Year-to-date change, %
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Global International Reserves (inc 2024)
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Central banks are ploughing record amounts into gold

Net central bank purchases/sales® (fonnes of bullion)
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The «Trump Effect » on cryptoassets

Mercato delle criptoattivita
(dati giornalieri, miliardi di dollari statunitensi)
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The global market value of gold is $23.8T, or 11 times that
of bitcoin. In January 2023, it was 38 times

Gold - Market Cap vs. Bitcoin - Market Cap
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Cryptoassets , especially stablecoins , despite being
nfiduciary a s s e t sgaini@grtiee status of new
global institutions: they are now worth $3.27T

Crypto Market Cap Overview Breakdown 30d 1y All

Market Cap Volume

$3.27T $83.19B




Once upon atime, It never
really existed a world of
cfree tradeebé




Figure 1.20. Rising Trade Restrictions and Fragmentation
Concerns
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US tariffs at record levels In last
century , but trade with China had
already been reduced

Figure ES.1. US Effective Tariff Rates on All Imports
(Percent)
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US International Trade Commission; and IMF staff calculations.
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Figure 1.14. Changes in Trade Composition
(Percentage points, change in trade shares, 2023-24 minus 2016-17)
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Goods and Services Trade Deficit
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TABLE 1.1 Real GDP! Percentage-point differences
(Percent change from previous year unless indicated otherwise) from January 2025 projections

I h e WO rI d B al l k World 3.3 2.8 28 23 2.4 2.6 -0.4 -0.3
2.9 1.7 1.7 1.2 1.4 1.5 -0.5 -0.4

Advanced economies

United States 2.5 29 2.8 1.4 1.6 19 -0.9 -0.4

Euro area 3.5 0.4 0.9 0.7 0.8 1.0 -0.3 -0.4

r O S e C S e S a r e S Japan 0.9 1.4 0.2 0.7 0.8 0.8 -0.5 -0.1
Emerging market and developing economies 3.8 4.4 4.2 3.8 3.8 39 -0.3 -0.2

A\ East Asia and Pacific 3.6 52 5.0 4.5 4.0 4.0 -0.1 -0.1

China 3.1 5.4 5.0 4.5 4.0 3.9 0.0 0.0

Owng fade O OS
Thailand 2.6 2.0 25 1.8 1.7 23 -1.1 -1.0

u Europe and Central Asia 15 3.6 3.6 2.4 25 27 -0.1 -0.2

g r OWt h I n 2 O 2 5 ( - O 5 %) Russian Federation 1.4 4.1 43 14 12 12 -0.2 0.1
™ Tarkiye 5.5 5.1 3.2 3.1 3.6 4.2 0.5 -0.2

Poland 5.3 0.2 29 3.2 3.0 29 -0.2 -0.2

Latin America and the Caribbean 4.0 2.4 2.3 23 24 28 -0.2 -0.2

Brazil 3.0 3.2 34 2.4 22 23 0.2 -0.1

Mexico 3.7 3.3 1.5 0.2 11 1.8 -1.3 -0.5

H H H H H Argentina 53 -1.6 -1.8 55 45 4.0 0.5 -0.2

A' PrObablllty dIStrlbUtIon around Middle East and North Africa 5.4 1.6 1.9 2.7 3.7 41 -0.7 -0.4
Io bal rOWth fo rec aSt Saudi Aral:fia 7.5 -0.8 1.3 2.8 4.5 4.6 -0.6 -0.9
g g Iran, Islamic Rep. 2 3.8 5.0 3.0 -0.5 0.3 18 -3.2 -1.9
Egypt, Arab Rep.2 6.6 3.8 24 3.8 42 46 0.3 0.0

Pe rce nt South Asia 6.0 7.4 6.0 58 6.1 6.2 -0.4 -0.1
90 perce nt India2 7.6 9.2 6.5 6.3 6.5 6.7 -0.4 -0.2

Bangladesh 2 71 5.8 4.2 3.3 4.9 57 -0.8 -0.5

80 perce nt Pakistan? 6.2 -0.2 2.5 27 3.1 3.4 -0.1 0.1

Sub-Saharan Africa 3.9 29 35 37 441 43 -0.4 -0.2

6 -50 perce nt Nigeria 3.3 29 3.4 3.6 3.7 3.8 0.1 0.0
- 1 South Africa 21 0.8 0.5 0.7 11 13 -1.1 -0.8

Base| I ne Angola 3.0 1.0 4.4 2.7 2.6 3.2 -0.2 -0.3

---Recession threshold Memorandum items:
4 Real GDP"

High-income countries 2.9 1.7 1.9 1.3 1.5 1.7 -0.5 -0.4

Middle-income countries 3.9 4.8 44 4.1 4.0 4.0 -0.2 -0.1

Low-income countries 4.4 2.8 46 53 6.1 6.0 -0.4 0.2

2 EMDEs excluding China 4.2 3.7 3.6 3.4 3.7 4.0 -0.4 -0.2
Commaodity-exporting EMDEs 33 2.7 3.1 29 3.2 34 -0.3 -0.2

Commaodity-importing EMDEs 4.0 5.2 47 4.3 4.1 4.2 -0.2 -0.1

------------------------------------------------- e e Commodity-importing EMDEs excluding China 5.4 4.9 4.2 3.9 4.4 4.6 -0.5 -0.2

0 EM7 3.5 5.4 4.8 4.1 3.9 3.9 -0.1 0.0
World (PPP weights)3 35 3.4 33 29 3.0 3.1 -0.3 -0.2

World trade volume 4 5.9 0.8 34 1.8 24 2.7 -1.3 -0.8

Level differences from
Commodity prices & January 2025 projections

-2 WBG commodity price index 1425 108.0 105.1 94.2 89.0 91.9 -4.3 7.7
Energy index 152.6 106.9 101.5 86.2 80.2 84.4 7.4 -115
2023 20246 202 5f 2 02 Gf Qil (US$ per barrel) 99.8 82.6 80.7 66.0 61.0 65.0 -6.0 -10.0
Non-energy index 122.1 110.2 1125 1103 106.8 107.1 1.8 -0.2

Source: World Bank.



Figure 1.1.1. Forecast Uncertainty around

Global Growth and Inflation Projections
(Percent)

—— WEO reference forecast
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Source: IMF staff estimates.

Figure 1.1.2. Impact of Scenario A on GDP
(Percent deviation from reference forecast)

— Global divergences
— Add trade war
Add global uncertainty
— Add tighter financial conditions
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Note: "Long term"” is at least 50 years ahead.

Figure 1.1.3. Impact of Scenario B on GDP
(Percent deviation from reference forecast)

—— US lower debt and tax reform
— Add EU publicinvestment and defense
Add China productivity and sentiment
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Note: "Long term" is at least 50 years ahead. EU = European
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