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NOTE
Slides Are for discussion and educational purposes ONLY!
Do not Trade from Any of these Charts.

Gordon T Long is not giving investment advise nor should be
construed as such.

Always consult a professional investment advisor before
making any investment decisions.

The content of this slide should not be considered investment advice of any sort, nor should it be used to make investment
decisions. Use of this slide is considered to be your explicit acceptance of the Disclosure Statement and the Terms of Use
found on the first and last frames of this video
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A SLOWING WEALTH EFFECT IS ALL IT WILL TAKE!
CONCLUSIONS
EXPECT A US$S CURRENCY DEVALUATION BEFORE TRUMP’S TERM EXPIRES




2
=)
o
o
=
c
=]
S
[
=
£

Higher term premium

Living with inflation
Risk of deanchored inflation expectations

Covid-19
shock and
aftermath

2023 2022

. economics politics of
of inflation inflation

Great Moderation
Bull market for stocks and bonds

Output volatility

Higher equity
risk premium

Fighting inflation
Risk of recession




INFLATION BREAKEVENS

FRED -~/ — 10-Year Breakeven Inflation Rate
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Source: Federal Reserve Bank of St. Louis via FRED®
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FISHER'S EQUATION

NOMINAL YIELD = INFLATION BREAKEVEN + REAL RATE

REAL RATE = NOMINAL YIELD — INFLATION BREAKEVEN




THE CREDIT RISK Making America a credit risk again

Price of one-year credit default swaps on US government debt (basis points)
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US government credit default swaps on the rise

TH E C R E D IT RIS K US government five-year credit default swaps have been rising, with momentum increasing after

President Donald Trump's April tariff announcement

DRIVER

US sovereign five-year CDS spreads

5 YEAR UST CDS

Jan. eb. March
2025

Note: Five-year CDS spreads in bps

By Davide Barbuscia * Source: S&P Global Market Intelligence data



Last Price
M US CDS EUR SR 1Y D14 (R1) 60.280
M Bloomberg Economics Global Trade Policy Uncertainty (TPU) Daily (L1) 7.67889

-——

US Sovereign Credit
Default Swaps are not
buying any of this Wall
Street nonsense.




Meanwhile few paid any attention to Moody downgrading the US
Credit Rating to Aal from Aaa.

This doesn't happen in a new Bull Market, but not unexpected in
the early stages of a Bear Market!

Moody's Downgrades USA Credit Rating From Aaa

successive LS administrations and Congress have failed to agree on
measures to reverse the trend of large annual fiscal deficits and growing

inferest costs. .

SAT MAY 17, AT 11:00 AM
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UST CME CBOT 10-Year LIS Treasury Note Price (EOD) INDX ©StockCharts.com
0May2025 Open 11081 High 11081 Low 11021 Close 110.81 Chg +001 (+001%) &
HRSI(14) 45.53
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U.S. 10 Year Treasury and two Converging Fan
Patterns: Blue projected a bottom at 108ish,
then Red projecting a Rally to 140ish.

W $UST (Weekly) 108,38
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There are two
Converging Fan Trend-
line patterns, one with 6
trend-lines (blue), the
other with 7 trendlines
(red) first pointing to a
near term low around
108ish, (it actually
bottomed at 106) and
the second pointing to a
rally in the 10 Year U.S.
Treasury to the 140ish
area within 3 years. That
tells us long-term inter-
est rates will soon start
declining.




in the Trend
It looks like a secular upward shift in yields is afoot
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RATE OF CREDIT GROWTH & A LACK OF UNENCUMBERED COLLATERAL

A SLOWING WEALTH EFFECT IS ALL IT WILL TAKE!
CONCLUSIONS

EXPECT A US$S CURRENCY DEVALUATION BEFORE TRUMP’S TERM EXPIRES



FRED ,.y;‘? w= Narket Yield on U.S. Treasury Securities at 10-Year
Constant Maturity, Quoted on an Invesiment Basis

25 years in whi ry yields
between 5.75% %\ were normal.

17.5

1970 1980 1990 2000 2010 2020
Source: Board of Governors of the Federal Reserve System (US)...

Chart annotated by Charles Hugh Smith www.oftwominds.com 5/2025




The reason US Government Debt is important, because:

The U.S. Taxes GDP to service its debt.
* A high debt-to-GDP ratio raises concerns about
sustainability.
« If investors doubt U.S. Treasuries' safety, they!l basenliirr inan
demand higher yields, pushing rates even higher.

This isn't just a theoretical concern...
« Studies show every 1% rise in debt-to-GDP
increases bond yields by 4 basis points. 7
« SO with today’s debt-to-GDP ratio level, it suggests | e
that yields could be 400 basis points (or 4%) higher RS
than they were back then.

If we apply that to today’s bond market, we could be
looking at 10-year yields rising to 9%, without inflafion
even needing to move higher.

That alone could create extreme economic and market
volatility.



in the Trend
It looks like a secular upward shift in yields is afoot
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Who Holds U.S. Debt?

Domestic = $§26.4T

$5.2T | 15% $3.7T | 1% $1.6T15%

Federal Reserve System Mutual Funds Depository
Institutions

$1.711 5% $5.7T | 17%

State and Local U.S. Holders of Savings Bonds
Governments

g $7.07 | 20%
SI-OT [ 3% Intragovernmental Debt

Pension Funds

$480B | 1%-

International = $7.9T

Debt that the U.S. government
owes to its own agencies
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Chart 8: Global debt reached record $324tnin Q1
Global debt (Stn)

Q1 Global Debt % WGiobal debt (57) e
levels hit all-time
high $324T, =

It's only a matter of
time before we get
a buyers strike!

|9 01 03 05 07 09 MM 13 15 17 19 21 23 25

Source: BofA Global Investment Strategy, Institute of International Finance

Note: sum of global household, non-financial corporate, government, and financial corporate debt
BofA GLOBAL RESEARCH




At its peak in 2014, foreign-owned securities made
up over a third of total US debt.

Total US national debt, separated by ownership, adjusted for inflation, 2000-
2024

B Foreign-owned debt ) Domestic debt

s30T
25T
207
15T
107
5T

0
2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024




USD/JPY has tracked the 10y UST yield closely




Bernanke:
Printed $2-3 trillion in three or four years.

Powell:
$5 Trillion in 18 months.

Who Holds U.S. Debt?

$5.2T | 15% $3.7T | 1% $1.6T15%
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US Dollar Index

DXY Index
$

The US dollar index (DXY) has New Tariff

) I Policies
faced strong selling pressure Wi Announced

since Trump's tariff policy
announcement on April 2nd.

88
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Date: 2021 Through 5th May 2025.
Source: Bloomberg Finance L.P., Bravos Research.




US Dollar Index and 10-Year Treasury Yield

DXY Index and 10-Year Treasury Bond Yield
$ — US Dollar (LHS) — 10-Year Treasury Bond (RHS)
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Date: 2021 Through 5th May 2025.
Source: Bloomberg Finance L.P., Bravos Research.




UNDERSTANDING THE CAUSES

Before making definitive conclusions, we need to understand exactly why this gap has
formed:

1. Tariffs Slow Economic Growth
» Foreign exchange rates are heavily influenced by local economic growth.
* If investors believe Trump's tariffs will slow growth in the US, it makes sense the dollar would

weaken.
» This could be temporary though, as the US economy remains strong and leads in key future

industries.

2. Reduced Global Trade Volume
» Trump's tariff policies will reduce global frade volume.
* Since most global trade is conducted in US dollars, tariffs naturally reduce demand for dollars.
* If we're heading into a world of declining global trade, that could put the dollar on a

sustained weakening path.



UNDERSTANDING THE CAUSES

3. Deliberate Currency Weakening Policy

* Most concerning is the possibility that the current administration is deliberately seeking to
weaken the dollar as part of its economic strategy.

» Trump has frequently expressed wanting a weaker dollar.

» A weak dollar makes American-produced goods more competitive, boosts exports and
stimulates the manufacturing sector.

* All of these outcomes aligns with Trump’s "Make American Industry Great Again” objectives.

That's exactly what happened with the British pound in the 1940s...
2 main factors drove the British pound's devaluation against the dollar.
 The British economy had a high trade deficit, meaning the UK wasn't manufacturing locally.

» Currency devaluation made British goods more competitive and stimulated the local
economy.



RESEARCH

@ BRAVOS

U.S. Trade Deficit US Manufacturing Employment
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Household Net Worth
USS$ Millions, 1950 to 2024

Household Wealth in the United States
has jumped by $52 trillion or by 44%
over the last five years alone - and by

$108 trillion or 2.8 times since 2008.

2024:
$169 Trillion




Net Worth as a Percentage of
Disposable Personal Income
1950 to 2024

°® The Wealth to Income Ratio (shown here) has
averaged 575% since 1950. Itis currently 783%, 36% above
s that average. If it were to fall back to its long-term 2024:
average as it did following the Nasdaq Bubble and
’® the Property Bubble, more than $60 Trillion

783%

in Wealth would be destroyed.




THE REAL
BIG PROBLEM!
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Credit and Wealth
US$ Millions, 1951 to Q3 2024

Duncan

...Wealth floats on an ocean of Credit.

If Credit were to contract, Wealth would
Crash. Look what happened to

Wealth when Credit took a very small
dip in early 2009 (the only time it has
contracted since 1951). Wealth
contracted sharply - until surging
Government Debt and QE pushed

it back up.
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“Restoring the U.S. fo its historical trend rate of economic growth
depends heavily on reversing the debt overhang.

The Fed has yet fo cushion the economic restraint from current
federal spending and adverse multipliers, the lagged effects of prior
central bank actions, and the immediate demographic drag... the
risk of recession is high, and the transition to meaningful recovery will
be fitful, uncertain, and labored.

Such an uncertain environment of tepid or negative economic
growth will be conducive to a downward frajectory of long-ferm
Treasury rates.”

Lacy Hunt PhD
Hoisington Investment Management



EXPECTATIONS
SHORT TERM — WEALTH EFFECT LIKELY TO BE ARTIFICIALLY MAINTAINED

INTERMEDIATE TERM - TRANSITION TO BALANCED TRADE & CURRENT ACCOUNTS

QE WILL RETURN
Bernanke: Printed $2-3 frillion in three or four years.
Powell: $5 Trillion in 18 monthes.
-This time: It's going to be $7 to $10 Trillion.
YCC WILL BE ADVANCED

THE DOLLAR WILL FALL WITH YIELDS
- Inflation
- Market Rises on a Shrinking Dollar

LONGER TERM - US RETURNS TO POSITION OF LEADERSHIP
American Exceptionalism Will Return.
Dollar Will Strengthen.
Economy will regain strong growth.



EXPECT A USS CURRENCY DEVALUATION
BEFORE TRUMP'S TERM EXPIRES!
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ADMINISTRATIONS CHANGE - BUT THE PRINTING NEVER DOES ....

DON'T WORRY, THEY WILL PRINT THE MONEY!
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WE WELCOME YOUR COMMENTS!

WE READ ALL COMMENTS FOR
FEEDBACK THAT WILL IMPROVE OUR
RESEARCH ANALYSIS.

WORLD CLASS MINDS FOLLOW THIS
CHANNEL & WE VALUE HEARING
FROM YOU!

IT IS THE ONLY PAYMENT WE ACCEPT
FOR POSTING THIS FREE YOUTUBE
CONTENT.



