
    
      
        
          
        
      

    


The Dollar’s Last Stand

De-Dollarization and an Analysis of the US Debt Crisis
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A Number Too Big to Imagine

Suppose for a moment a rain of dollar bills. Not a few, not a pile of your weekly salary, but a downpour so great it boggles the mind. If you counted, one dollar bill per second, twenty-four hours a day, seven days a week, without resting, without sleeping, it would take you an unimaginable 1,141,552 years to reach a trillion. Now, raise that by thirty-six and you get 36 trillion, an amount that defines the national debt of the United States of America.

As of early 2025, the national debt of the United States stands at an astonishing $36 trillion. To put this in perspective, if you were to place $100 bills on top of one another, $36 trillion would form a column that extends not only to the moon, but beyond it, nearly 90 times. It would be a column of money extending more than 21 million miles into space. Stretched end-to-end, the same $100 bills would encircle the Earth at the equator more than 1,300 times. It's a figure so huge, so staggering in its enormity, that our minds can't grasp its actual magnitude. And yet, that unimaginable number is a very real, palpable burden, a quiet weight piling up on the shoulders of every American citizen, and increasingly, on the stability of the world economic system.

This is not just an abstract number locked away in congressional hearings or economic publications. It is a prime mover, a quiet vibration under the surface of the global financial markets, with the potential to burst into a cataclysmic earthquake. It is an obligation incurred today to be repaid tomorrow, a debt that grows ever larger with every tick of every clock, casting an ever-growing shadow over the lives of future generations. 

The Ticking Clock
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Over the years, economists and politicians have followed closely a vital indicator of a country's economic well-being: the debt-to-GDP ratio. That measure looks at a nation's cumulative public debt in relation to its Gross Domestic Product – the sum value of all its goods and services produced over a given time frame. It's a straightforward idea, typically compared to the relationship between a person's mortgage and his or her income. A higher ratio reveals a higher burden, which implies a nation may not be able to service its debt or may have trouble borrowing money in the future.

For America, this indicator has been growing ever more loud-minded warnings. Traditionally, when America has been at peace and prosperous, the US debt-to-GDP ratio has been in the range of 50-70%. When the US had to mobilize its entire economy to survive in World War II, it very briefly spiked above 100%. But this was a temporary, unavoidable spike, to be followed by quick deleveraging after the war.

Nowadays, the situation could not be more different. The US debt-to-GDP ratio sits at well over 120% and is still growing, even in the absence of full-scale global wars. This is not a transient anomaly, but a steady, rising trend that most economists deeply fear. Why?

Other than that, the high debt-to-GDP ratio informs lenders that a nation may be less likely to be able to pay its debts. This causes lenders to charge higher interest rates on new borrowing, which in turn increases the debt burden. Think of it as always needing to take out new loans at higher interest rates in order to service older loans – a vicious debt circle. 

The weight of debt shows on government policies too as much of a government budget has to go towards servicing this debt, or, put another way, paying the interest. In the US, interest payments already constitute one of the most rapidly expanding parts of the federal budget, quickly closing in on defense and Medicare spending. This takes away from important resources that can be used for investing in infrastructure, education, research, and other long-term economic growth areas. In effect, the country ends up taking more and more loans simply to repay previous borrowing, as opposed to investing in the future. 

Furthermore, an ever-growing debt constrains the fiscal flexibility of a government. During any potential future economic crisis – another pandemic, a severe recession, or a geopolitical war – the government's capacity to raise the economy through increased spending or tax cuts will be greatly constrained by its current debt. This makes the country susceptible, deprived of its most powerful instruments to manage the crisis. The warning bells are not about a prospective future; they are ringing today, signaling current limitations and soon-to-be-posed challenges. 

The Central Question

The United States has, in one form or another, always had national debt. It has been used to fund wars, construct infrastructure, and ride out economic slumps. For most of its life, this debt has been manageable, a bad thing that worked itself out and helped the nation ultimately grow and become a world leader. We are now in outright unprecedented circumstances. The size of the debt, in particular its sudden acceleration, and the persistently low interest rates which have long disguised its actual cost are converging into a phenomenon unprecedented in recent economic history.

This book struggles with a fundamental, pressing question: Is the US debt today a manageable problem, an aberration that will sort itself out or be slowly whittled away by economic expansion? Or is it a time bomb that's waiting to blow with disastrous repercussions, not only for the United States, but for the delicate web of the global economy as a whole?

Consequences of a US debt crisis reach far beyond US shores. The US dollar is still the world's global reserve currency, so that central banks worldwide hold enormous amounts of dollars. US Treasury bonds are regarded as the safest assets in the world, the foundation of world financial markets. 

Should confidence in the US government to handle its finances be lost, the effects would be apocalyptic, destabilizing global trade, investment, and currency markets. A collapse in confidence for US Treasuries would be enough to set off a global financial collapse, one that would far outstrip the scale of the 2008 crisis. China to Germany, Tokyo to London, everyone has a vested stake in the stability of the US economy. Their destiny is, in large part, tied to the solvency of the world's largest economy.

This book will investigate the different dimensions of this impending crisis. It is not an alarmist tract, but rather an objective, yet immediate, analysis of the facts, the dangers, and the possible directions ahead. We will analyze the intricate interaction of economic theory, political convenience, and international financial actualities that have led us to this brink. 

Roadmap

In order to have a complete understanding of the size and implications of the US debt crisis, we will take a full journey, broken into the following decisive sections:

First, we will explore how we arrived here. This section will discuss the historical path of US debt, comparing the major policy choices, economic shocks, and geopolitical occurrences that have been responsible for its unremitting growth. From the unfunded wars of the early 21st century to the record levels of fiscal responses to the 2008 financial meltdown and the COVID-19 pandemic, we will unwrap the layers of decisions that have built up into the present $36 trillion burden. We will also examine the contribution of quantitative easing, enduringly low interest rates, and the political desire for spending with no attending revenue.

Second, we shall discuss the short-term threats that the growing debt poses. This entails an in-depth analysis of the exploding cost of debt servicing, the crowding out of private investment, and inflation. We shall look at how a sharp spike in interest rates would lead to a chain of financial hardship, both at home and abroad. This part will also examine the erosion of fiscal space and its consequences on future economic shocks.

After this, we will examine the doomsday "what if" scenarios. What would a US sovereign debt crisis really be like? We will imagine the possible effects of a collapse in confidence in US Treasuries, a sudden devaluation of the dollar, hyperinflation, and a financial contagion worldwide. These are not academic nightmares, but realities to be faced by policymakers and citizens alike. We will examine the dynamics by which a domestic crisis can become a global economic meltdown that affects everything from global trade to the cost of staple commodities around the world.

Finally, we will look at the political drivers of and limitations on solutions to the debt crisis. This chapter will analyze the partisan gridlock which has stood in the way of effective fiscal reform, the difficulties of austerity in an extremely polarized political landscape, and the challenges of imposing unpopular but urgently needed measures. Most importantly, we will examine the possible effect of a Trump presidency on the debt crisis. 

Based on his previous budgetary decisions, such as large tax reductions and higher spending, and his avowed disbelief in the idea of national debt itself, we will examine each of the possible scenarios for how a second Trump presidency could worsen the situation or, alternatively, in a shocking twist, solve it. This discussion will look at his administration's probable strategy towards spending and taxing and foreign financial relations, and how these would impact the direction of the national debt and global economic stability.

The path forward is complicated, filled with economic nuance and political delicacy. But comprehension of this "number too big to imagine" is no longer a choice. It is a requirement for anyone wanting to grasp the forces that are shaping our economic reality and on the cusp of dictating our future as a whole. The clock ticking is audible, and the time for knowing, and maybe even taking action, is now.
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Chapter 1: Anatomy of a Debt Crisis
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The United States, long touted as the pillar of world economic stability, is finding itself more and more struggling with a challenge born of its own creation: a growing national debt. This is not unique to arcane fiscal wisdom practiced by economists and policymakers; it is a behemoth whose unchecked potential could release wide-ranging consequences into the domestic and global economic arena. 

In order to grasp the extent of this problem, we have to first break down its primary elements, know who owns the keys to this gargantuan burden, face the mounting cost of keeping it serviced, and look into the political drama that from time to time propels the country to the edge of economic mayhem. 

OEBPS/d2d_images/chapter_title_above.png





OEBPS/d2d_images/chapter_title_corner_decoration_left.png





OEBPS/d2d_images/cover.jpg
THE
LAST STAND

WRITTEN BY: ANANT SINGH





OEBPS/d2d_images/image001.jpg





OEBPS/d2d_images/chapter_title_corner_decoration_right.png





OEBPS/d2d_images/image000.jpg
US Natica et

Rising US National Debt

P A IR

Years





OEBPS/d2d_images/chapter_title_below.png





OEBPS/d2d_images/image006.png





OEBPS/d2d_images/image004.png
s US. Debt?

S3TTI 1%

Mutual Funds

S16T15%

nsaions

$5.2 | 16%

Federal Reserve System

SLIT 5% S$5.7T | 17%
staeandoca U5 Holders of Savings Bonds.

$7.0T 1 20%

10T 3% Intragovernmental Debt
Pension Funds| oobthat e

glounis

$5.371 15% koo
Qthercaires 5 | smizs






OEBPS/d2d_images/scene_break.png





