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The USD has been losing ground in global reserves – mostly to gold

Source: Deutsche Bank, Bloomberg Finance LP, Eichengreen, Chitu and Mehl (2014)
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But foreign ownership of US equities has never been higher 

Source: Deutsche Bank, Haver Analytics
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Foreigners own a decreasing share of Treasuries, but are increasing their share of US equities 

Source: Deutsche Bank, Haver Analytics
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Foreign private demand has been supporting Treasuries - official support has long waned

Source: Deutsche Bank, Haver Analytics



Deutsche Bank. Research 5

Last year marked a rotation in US financing towards equity over debt

Source: Deutsche Bank, Haver Analytics
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The convenience yield on long-term Treasury debt has declined

Source: Deutsche Bank; Jiang, Richmond and Zhang (2024)
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Less exorbitant privilege could mean US yields begin to price in the weaker external position
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The USD’s relationship to risk is changing which is key to dollar risk premium and hedging  

Source: Deutsche Bank, Bloomberg Finance LP
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The USD is still near the top of its valuation cycle…

Source: Deutsche Bank, Bloomberg Finance LP
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…mostly against Asian currencies

Source: Deutsche Bank
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The dollar’s rise as a global reserve asset was a function of the enormous accumulation of EM 
USD reserves in the 1990s and 2000s…

Source: Deutsche Bank, IMF
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…which coincided with the dramatic growth in world trade

Source: Deutsche Bank, World Bank
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…and the “Great Moderation” in US economic fundamentals

Source: Deutsche Bank, Haver Analytics
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The US fiscal balance sheet is deteriorating, while private sector profitability is improving

Source: Deutsche Bank, World Bank
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Gold is seeing a resurgence in central bank reserves: how far can this go? The return of history

Source: Deutsche Bank, Eichengreen et al (2014), Bloomberg Finance LP, IMF
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All central bank gold purchases since 2008 have been by emerging markets

Source: Deutsche Bank, IMF International Liquidity Statistics
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EM central banks still only own half the gold of DM central banks

Source: Deutsche Bank, IMF
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EM countries that are less geopolitically aligned with the West hold more gold in reserves

Source: Deutsche Bank, Bloomberg Finance LP, SIPRI
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US provision of global public goods including the security umbrella has been in question

Source: Deutsche Bank, Haver Analytics
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Countries that are more dependent on US security have historically held more USD reserves

Source: Deutsche Bank, Eichengreen, Mehl and Chitu (2017)
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Reserve currency status is very much linked to military power 

Source: Deutsche Bank Research, BDF, WP Series 882
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Additional defence spending by US allies would not be trivial

Source: Deutsche Bank, IMF, SIPRI database
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Money may well come home: who can already credibly repatriate?

Source: Deutsche Bank, Haver Analytics, Bloomberg Finance LP
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The geopolitical equilibrium in the Gulf will change 

Source: Deutsche Bank Research, Global SWF
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China is ramping up on renewables, while the US is doubling down on fossil fuels

0

1

2

3

4

5

6

7

8

9

China US

Change in Share of Energy Mix, Last 10Y

Renewables Oil & Gas

Source: Deutsche Bank Research, CEIC, Haver Analytics



Deutsche Bank. Research 27

The Strait of Hormuz will fundamentally change how countries think about access to energy

Source: Deutsche Bank, CEIC
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Keeping the USD as the world’s payments currency is key: especially for oil. 
Will the petrodollar survive? 

Source: Deutsche Bank, Federal Reserve
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There were already signs of instability to petrodollar foundations
Saudi Arabia sells four times as much oil to China now as to the US

Source: Deutsche Bank Research, CEIC
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The US is no longer the biggest source of demand in global oil markets….

Source: Deutsche Bank Research, Energy Institute
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Reduced use of the dollar in trade invoicing in countries rotating away from US alignment

Source: Deutsche Bank Research, Boz et al (IMF Working Paper 25/178, Sep 2025)
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Will the US move to becoming a dominant oil supplier help ensure pricing dominance?

Source: Deutsche Bank Research, Energy Institute



Deutsche Bank. Research 33

Latin America had become a battleground for oil

Source: Deutsche Bank Research, Energy Institute
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The dollar still appears dominant in cross-border activity. Are there undercurrents?

Source: Deutsche Bank, Fed, BIS, Bloomberg Finance LP
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The correspondent banking system has needed an overhaul….

Source: Deutsche Bank, BIS
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The number of active banking corridors has been declining, especially in the Global South

Source: Deutsche Bank, BIS Bulletin 87
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Most growth in world trade is now between China and the Global South
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China has ambitions to internationalize the RMB, and shifting invoicing and payments systems 
are a keyocus

Source: Deutsche Bank, CEIC
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The US is banking on stablecoins which could change cross-border payments

Source: Deutsche Bank
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China may struggle to complete in a stablecoin world

Source: Deutsche Bank, CEIC
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Europe has a better chance as the world’s biggest trading bloc, but more needs to be done

Source: Deutsche Bank, ECB
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The next frontier: tokenization. How will it change global access to US capital markets?

Source: Deutsche Bank, Bloomberg Finance LP
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Appendix 1
Important Disclosures
*Other information available upon request

*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and
other vendors . Other information is sourced from Deutsche Bank, subject companies, and other sources. For further information regarding disclosures relevant
to Deutsche Bank Research, please visit our global disclosure look-up page on our website at https://research.db.com/Research/Disclosures/FICCDisclosures .
Aside from within this report, important risk and conflict disclosures can also be found at https://research.db.com/Research/Disclosures/Disclaimer . Investors
are strongly encouraged to review this information before investing.
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The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 'Deutsche Bank'). Though the information herein is believed to be
reliable and has been obtained from public sources believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party websites
in this report are provided for reader convenience only. Deutsche Bank neither endorses the content nor is responsible for the accuracy or security controls of those websites.

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or is included or discussed in another communication (oral or
written) from a Deutsche Bank analyst, Deutsche Bank may act as principal for its own account or as agent for another person.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own account or with customers, in a manner inconsistent with the views
taken in this research report. Others within Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those taken in this research
report. Deutsche Bank issues a variety of research products, including fundamental analysis, equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in
one type of communication may differ from recommendations contained in others, whether as a result of differing time horizons, methodologies, perspectives or otherwise. Deutsche
Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. Analysts are paid in part based on the profitability of Deutsche Bank AG and its affiliates,
which includes investment banking, trading and principal trading revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are
subject to change without notice. Deutsche Bank provides liquidity for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts sometimes have
shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-term ratings. Some trade ideas for equities are listed as Catalyst Calls on the Research Website
(https://research.db.com/Research/) , and can be found on the general coverage list and also on the covered company's page. A Catalyst Call represents a high-conviction belief by an
analyst that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks and no more than three months. In addition to
Catalyst Calls, analysts may occasionally discuss with our clients, and with Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may
have a near- term or medium-term impact on the market price of the securities discussed in this report, which impact may be directionally counter to the analysts' current 12-month view
of total return or investment return as described herein. Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof if an opinion,
forecast or estimate changes or becomes inaccurate. Coverage and the frequency of changes in market conditions and in both general and company-specific economic prospects make it
difficult to update research at defined intervals. Updates are at the sole discretion of the coverage analyst or of the Research Department Management, and the majority of reports are
published at irregular intervals. This report is provided for informational purposes only and does not take into account the particular investment objectives, financial situations, or needs of
individual clients. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently
imprecise and a product of the analyst's judgment. The financial instruments discussed in this report may not be suitable for all investors, and investors must make their own informed
investment decisions. Prices and availability of financial instruments are subject to change without notice, and investment transactions can lead to losses as a result of price fluctuations
and other factors. If a financial instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past
performance is not necessarily indicative of future results. Performance calculations exclude transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current
as of the end of the previous trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from Deutsche Bank, subject
companies, and other parties. Artificial intelligence tools may be used in the preparation of this material, including but not limited to assist in fact-finding, data analysis, pattern
recognition, content drafting and editorial corrections pertaining to research material.

The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our organizational arrangements and information barriers we have to
prevent and avoid conflicts of interest with respect to our research are available on our website (https://research.db.com/Research/) under Disclaimer.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay fixed or variable interest rates. For an investor who is long
fixed-rate instruments (thus receiving these cash flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer
the maturity of a certain cash flow and the higher the move in the discount factor, the higher will be the loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates
are among the most common adverse macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client segmentation, regulation (including changes in
assets holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency conversion, repatriation of profits and/or liquidation of
positions), and settlement issues related to local clearing houses are also important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated
by indexing the contracted cash flows to inflation, to FX depreciation, or to specified interest rates - these are common in emerging markets. The index fixings may - by construction - lag
or mis-measure the actual move in the underlying variables they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating
coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. Funding in a currency that differs from the currency in which
coupons are denominated carries FX risk. Options on swaps (swaptions) the risks typical to options in addition to the risks related to rates movements.

Additional Information
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