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Weekly Market Flash 
 

What’s Up (Or Down) With the US Dollar? 
April 17, 2025 
 
It’s a time-honored ritual in global financial markets: in times of trouble, seek out the safest of safe havens 
until the storm passes. Treasury securities and the US dollar fit that script – at least they have, prior to the 
current tempest. Amid the wild volatility on a near-daily basis in the stock market since the ill-fated tariff 
policy announcement in the White House’s Rose Garden on April 2, the US dollar has plummeted while 
yields on the safest (supposedly) bond instruments have soared. This sharp reversal from the way things 
usually work has a number of observers wondering about the long-term fate of the dollar. 
 

 
    Source: MVF Research, FactSet 

  
The Legacy of 1971 
 
The last time there was a discernible transition from one financial era to another was nearly 54 years ago. 
On August 15, 1971, then-President Nixon removed the gold exchange standard that pegged the US dollar 
to $35 per ounce of gold, the exchange rate framework set at the Bretton Woods conference in New 
Hampshire near the end of the Second World War. Gone for good was the relationship between gold and 
national currencies that had prevailed for most of the time since the advent of the Industrial Revolution.  
 
Nixon’s closing of the gold window – the “Nixon Shock” in the parlance of the day – had many observers 
convinced that the days of dollar supremacy were over. The early 1970s was a period in which the hitherto 
uncontested economic leadership of the United States was challenged, particularly by the rapid rise of 
Japan and West Germany as viable competitors on the world stage. Inflation had started to tick up in the 
US by the late 1960s, and a recession in 1970 presaged an even deeper downturn in 1973. Eventually, the 
1970s would earn its place in economic history as the decade of stagflation, where anemic growth and 
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persistently high inflation conspired to make life miserable for average households trying to make ends 
meet and for central bankers trying to implement an effective monetary policy. 
 
The dollar did fluctuate wildly over the course of this decade. But it remained the linchpin of foreign trade, 
the preferred asset for central banks’ stores of foreign exchange reserves, and the most sought-after 
currency for black market traders on the streets of Buenos Aires, Jakarta and other emerging markets in 
their earliest stages of growth. The dollar’s role as the world’s reserve currency was solidified as the 1970s 
gave way to the Global Age, when finance became the world’s most important industry and US financial 
institutions bestrode the globe with their dealmaking knowhow and endless pipeline of capital markets 
innovations. The US trade deficit grew over this time, but a ready supply of foreigners willing to hold US 
dollar-denominated assets to fund the deficits minimized the potential economic pain. 
 
A Quandary for the Fed 
 
By our reckoning, the Global Age ended for all intents and purposes with the global financial crisis of 2008. 
That crisis hit the US harder than many other countries, and the dollar index hit its lowest point since the 
Nixon Shock during the crisis. But the dollar soon regained its footing, losing nothing of its importance to 
the world economy, as the post-2008 environment came to be dominated by the Federal Reserve. The US 
central bank was arguably the most important economic entity of the 2010s, with its program of 
quantitative easing alongside ZIRP – zero interest rate policy – shoring up financial markets and (again, 
arguably) keeping the economy from tipping back into recession. The Fed reprised its role as the sun 
around which all else revolves during the Covid pandemic, unleashing a flood of bond-buying at the peak 
of panic during March 2020 that in turn made the world safe for speculators in any imaginable form of 
asset, wisely or less so, throughout the pandemic period. 
 
Jay Powell’s Fed broke decisively with this pattern in 2022, when the central bank responded to the 
highest inflation since the 1970s with a resolute policy of monetary tightening that took interest rates 
from zero to a high (for the Fed funds rate) of 5.5 percent in just two years. The Fed defied the ceaseless 
expectations of the bond market that it would throw in the towel and pause or cut rates every time 
something went sideways somewhere in financial markets. Bringing inflation back down to two percent 
was, and remains, the central bank’s number one priority. 
 
Which brings us to the difficult moment the Fed finds itself in today. Not only are there serious questions 
about what is going to happen to inflation given the ongoing chaotic quasi-implementation of tariffs by 
the administration, but there are even more fundamental questions about the ongoing role of the US 
dollar and, by extension, the traditional safe haven of the Treasury market. Last week, as we noted in our 
commentary last Friday, the Treasury market appeared close to having another March 2020 moment 
before the administration blinked and “paused” most of the April 2 tariffs.  
 
Conditions since then have been somewhat more stable for stocks, bonds and currencies, but volatility 
and the potential for disruption hang over edgy market sentiment. Will the Fed have to intervene again 
to facilitate liquidity if the Treasury market goes pear-shaped again? What should the Fed’s policy be (if 
any) vis a vis a possible dollar retreat from its centrality as the world’s reserve currency? These are 
questions without clear answers. Sadly the Fed’s independence, which should not be an issue for 
discussion, is also in the mix. While we do not see a worst-case scenario here as a high probability outcome 
(that would be a nightmare for market sentiment), we can’t ignore it entirely. Strange times, these. 
  
Masood Vojdani  Arian Vojdani Katrina Lamb, CFA 
President & CEO Principal & Investment Adviser Head of Investment Strategy & Research  
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Investment Advisory Services offered through MV Capital Management, Inc., a Registered Investment Advisor.  MV Financial 
Group, Inc. and MV Capital Management, Inc. are independently owned and operated.  
 
Please remember that past performance may not be indicative of future results.  Different types of investments involve varying 
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or 
product (including the investments and/or investment strategies recommended or undertaken by  MV Capital Management, Inc.), 
or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any 
corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.  
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of 
current opinions or positions.  Moreover, you should not assume that any discussion or information contained in this newsletter 
serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management, Inc. To the extent 
that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, 
he/she is encouraged to consult with the professional advisor of his/her choosing.  MV Capital Management, Inc. is neither a law 
firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting 
advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement discussing our advisory services and 
fees is available for review upon request. 


