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FISHER’S EQUATION 
 

 

NOMINAL YIELD = INFLATION BREAKEVEN  + REAL RATE 

 

 

 

REAL RATE = NOMINAL YIELD – INFLATION BREAKEVEN 

 

 



THE CREDIT RISK  

DRIVER 

1 YEAR UST CDS 



THE CREDIT RISK  

DRIVER 

5 YEAR UST CDS 



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 Aa1 from Aaa.  

 

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

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. 

• So with today’s debt-to-GDP ratio level, it suggests 

that yields could be 400 basis points (or 4%) higher 

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 inflation 

even needing to move higher. 
That alone could create extreme economic and market 

volatility. 
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Q1 Global Debt 

levels hit all-time 

high $324T,  

 

It's only a matter of 

time before we get 

a buyers strike! 



   QE 

STARTS 





 
Bernanke:  

Printed $2–3 trillion in three or four years. 

 

Powell:  

$5 Trillion in 18 months. 
 



April 23rd, 2025 

RATES: RISK v INFLATION 
AGENDA 
 

TERM PREMIUMS v EQUITY RISK PREMIUMS 

THE INFLATION DRIVER 

THE CREDIT RISK DRIVER 

HISTORY OF LONG TERM YIELDS 

LESSONS FROM HISTORY 

WHO OWNS US DEBT 

FUNDING TIED TO THE DOLLAR 

A BREWING STORM 

THE DE-DOLLARIZATION PROBLEM 

SLOWING RESERVE GROWTH 

 RATE OF CREDIT GROWTH & A LACK OF UNENCUMBERED COLLATERAL 

A SLOWING WEALTH EFFECT IS ALL IT WILL TAKE!  

CONCLUSIONS 

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



The US dollar index has witnessed its largest 

drop since COVID-19.  It has now 

completely disconnected from its underlying 

fundamentals.  This development could 

have massive implications for the economy 

and financial markets. 

 

 



BRITISH POUND 
 

In the 1940s, 1 British pound could be 

exchanged for 5 US dollars.  It was the 

dominant global currency at the time. 

By the 1980s, the British pound was only 

worth 1 dollar, completely destroying the 

purchasing power of anybody holding 

pounds.  This reshaped global trade, 

economic power and geopolitics. 

 

 

 



The US dollar index (DXY) has 

faced strong selling pressure 

since Trump's tariff policy 

announcement on April 2nd. 





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 trade 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. 
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 THE END OF THE  

TRIFFIN PARADOX 









2009 

THE REAL  

BIG PROBLEM! 
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“Restoring the U.S. to its historical trend rate of economic growth 

depends heavily on reversing the debt overhang.  

 

The Fed has yet to 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 trajectory of long-term 

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 trillion in three or four years. 

•Powell:       $5 Trillion in 18 months. 

•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 US$ CURRENCY DEVALUATION  

BEFORE TRUMP’S TERM EXPIRES! 



ADMINISTRATIONS CHANGE – BUT THE PRINTING NEVER DOES ….  

 

DON’T WORRY, THEY WILL PRINT THE MONEY! 

 

EVERYONE IS NOW IN PLACE & READY!! 
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JOIN US AT MATASII.COM 

 FOR MORE ON THIS TOPIC & MANY OTHERS 
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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. 


