
USA and USD: The Ticking Debt Time Bomb

In recent years, the United States has been facing a growing economic concern: its national
debt. As of September 2023, the U.S. national debt had surpassed a staggering $33 trillion,
and it's projected to reach an alarming ~$50 trillion by 2033. To put this in perspective, that's
an  accumulation  of  ~$5.2  billion  every  single  day,  a  financial  challenge  that  cannot  be
ignored (Yahoo Finance, 2023).
Compounding the issue, credit card debt has crossed another historic high of $1.08 trillion,
marking a year-over-year increase of $154 billion. Student loan debt also continued to rise,
reaching $1.6 trillion in Q3 2023. And household debt has surged by $786 billion compared
to the previous year, reaching $17.29 trillion in the third quarter of 2023. The rise in credit
card delinquency rates, especially among young people with student loans and vehicle loans,
adds further strain to an already bleeding debt economy (Federal Reserve Bank of New York,
2023). 

This surge in borrowing is happening simultaneously with historically low levels of savings.
In simple  terms,  more  and more  money is  being printed  to  cover  existing  debts,  raising
questions about the long-term stability of the economy.
Furthermore,  on  November  10,  2023,  the  credit  rating  agency  Moody's  downgraded  the
United States' rating outlook from "stable" to "negative." This decision was influenced by
factors such as a disappointing Treasury bond auction in October 2023, soaring national debt
levels, increased government spending, and a general sentiment of deteriorating economic
conditions (CNBC, 2023). 

In a recently released audit opinion, independent auditors stated the Pentagon has failed its
annual  financial  audit  for  the 6th consecutive  time in a row.  The  audit  consists  of  29
“checklists” of criteria that must be satisfied in order for the overall audit to receive approval.
Shockingly,  23 out of the 29 checklists  were failed,  mostly because the auditors  did not
receive access to requested audit data. To conduct the audit, it cost US taxpayers ~USD 190
million in order for 1,600 auditors to make 700 site visits and assess $3.8 trillion in assets and
$4 trillion in liabilities.
Against this backdrop, the US has enjoyed a monopoly in the global energy markets for 70+
years. This started when an agreement between the United States and the Saudi Arabia, made
in  the  early  1970s,  created  an  extremely  strong  dollar  and  guaranteed  a  stable,  ongoing
demand for the American currency. Since this deal, the United States dollar has managed to
maintain its hegemony because most of the world’s countries, including Angola have had to
search  and buy USD in order  to  make commodity  trades  like  oil.   There  were no other
alternatives and it served the United States well, example the USD currency has increased in
value against virtually every currency in the world over the past 10 years (see image 1). How
is the strengthening of the USD possible if according to the IMF usage of the dollar as a
reserve currency is on a sharp decline since the beginning of the century (see image 2) and
since 1913 the USD purchasing power has gotten weaker and weaker (see image 3)?

In  conclusion,  these  troubling  economic  indicators  and  the  Pentagon's  financial  audit
challenges point to a looming market correction for the United States and the market price for
the USD. The nation's burgeoning national  debt,  coupled with rising consumer debts and
rating downgrades, underscore the urgent need for fiscal responsibility and strategic financial
planning in the face of an uncertain economic future.
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Image 1: global currencies 10 year return vs USD (Xe.com, 2023)

Image  2:  USage  of  the  dollar  as  a  reserve  currency  is  on  the  decline  (IMF,  2022)



Image 3: USD 100 years later
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