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For all of those who follow our writings every week you know that we have fought hard to convince our 
readers, clients as well as advisors, that the preeminence of the US dollar is not in jeopardy (please refer to 
our previous writings on the topic or let us know if you need us to send you a copy of them). Many of the 
arguments exposed out there over the last 40 years (the length of our professional economist career) have 
had to do with conspiracy theories or pseudo-conspiracy theories with nothing behind them but, perhaps, 
the intention to take advantage of uninformed individuals or as an instrument to sell other products. Many 
times, these conspiracies also support scams and fraudulent activities. 

The US dollar is one of the hundreds of currencies in the world and thus competes with other currencies 
for the services/benefits it provides to its holders. Thus, as is the case with any good/service, as long as the 
US dollar continues to provide services/benefits to holders of the currency, the US dollar will live alongside 
the country. We wrote a white paper where we talked about the functions of money that you can access 
here.

But the US dollar is, let us say, exceptional in many ways. For Americans, the US dollar is their currency, 
and, as we said above, as long as the US exists as a country, it will remain the currency of the US. That is, 
the US imposes the use of the US dollar within its territory. However, the US dollar is exceptional because 
millions of individuals, as well as firms across the global economy, also get services/benefits from holding 
US dollars. And we are not talking about US dollars being held at central banks across the global economy 
as part of central bank reserves. No, that is not what makes the US dollar exceptional. The most important 
characteristic of the US dollar as the preeminent currency in the world is NOT that it is one of the preferred 
currencies held by central banks as reserves, it is the fact that millions of non-US citizens and/or non-
residents of the US, that is, foreigners, obtain services/benefits from holding US dollars.

Americans are obliged, by law, to use the US dollar; the rest of the citizens of the world are not. It is their 
choice, and as long as we keep the US dollar the most stable and trustworthy currency in the world, then 
the US dollar will have no competition in terms of the services/benefits it provides. For those who may be 
more skeptical about the US dollar exceptionalism, they probably want to use this saying: “in the land of 
the blind, the one-eyed man is king.”

Just to give a glimpse of what we are talking about, here is an extract1 from the Federal Reserve Bank of St. 
Louis from October of 2022 on the subject: “The rest of the world holds a great deal of U.S. currency, i.e., 
cash. Although the amount can’t be precisely tracked, the Federal Reserve Board of Governors recently 
estimated that foreigners held $950 billion in U.S. banknotes at the end of the first quarter of 2021, or 
about 45% of all Federal Reserve notes outstanding, including two-thirds of all $100 bills. Overall holdings 
of U.S. currency have grown rapidly, however, and overseas holdings of Federal Reserve notes would now 
be worth closer to $1.1 trillion if such holdings are still half of all U.S. currency.” 

1Please see “The Innocent Greenbacks Abroad: U.S. Currency Held Internationally.” https://www.stlouisfed.org/on-
the-economy/2022/oct/innocent-greenbacks-abroad-us-currency-held-internationally
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Furthermore, the article continues, “Foreign holdings of U.S. cash also benefits Americans because 
those foreign users must get that currency by selling U.S. residents labor, goods, or services. If the cash 
never comes back to the U.S., then Americans have just exchanged pieces of green paper—which cost 
almost nothing to print—for valuable goods. This is a good trade for Americans. If the foreigner 
eventually uses the cash to buy goods and services from an American in the future—say in 10 years—
then the foreigner has given America an interest-free loan for 10 years. This is also a good deal for 
Americans. The U.S. currency supply has increased rapidly in recent years to about $2.28 trillion in 
September 2022. If 45% of that is held abroad, foreigners are currently giving the U.S. government an 
interest-free loan of $1.03 trillion each year.”  There is no other currency, i.e., or if you prefer, any other 
“one-eyed man” in the global economy that can provide these benefits/services as the US dollar can. 

From the graph above, it is clear that during the last several months, the US dollar has depreciated 
somewhat as capital has started to leave the US, while the stock market has tanked due to the 
uncertainty created by the administration’s tariff policies. However, it is also true that the US dollar has 
appreciated considerably over the last decade or so, and it was probably due for some downward 
correction. But the depreciation of the US dollar is normal in a process of economic weakness, as the 
exchange rate, i.e., the value of the US dollar, is the shock absorber of the economy. Furthermore, what 
we have witnessed during the last several months is an economic shock, a shock engineered by, in 
some cases, punitive tariffs. Thus, this is just the normal functioning of markets and, in this case, the 
market for foreign exchange. On the flip side, the depreciation of the US dollar will be more effective in 
reducing the trade deficit than any proposed tariff, which typically have the effect of strengthening the 
US dollar. Please take a look at our Weekly Economics from April 11, 2025, for an explanation of the 
relationship between the US fiscal deficit and our trade deficit.

But for those holding the US dollar, the value of the dollar for one month, one year, or even several 
years is not what matters. What matters is that the institutions guarding the preeminence of the US 
dollar, i.e., the US Federal Reserve, remain in place and avoid politically related mismanagement, i.e., 
political party intervention, and continue to vouch for it over the longer term.
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Federal Reserve Independence: How Important Is It?

Perhaps one of the most important characteristics of the Federal Reserve is that it is not a one-person 
shop. Furthermore, the Federal Reserve was created (and reformed) to withstand, as much as possible, 
any meddling by politicians. At the same time, the decisions are made by a group of highly talented and 
educated individuals. 

Therefore, it would not matter if the president of the US fires the Chairman of the Federal Reserve. This 
is probably not going to change interest rate decisions by the board, but it will send shockwaves to the 
financial system, and it is a very risky proposition.

Members of the Board of Governors are not politicians and are not at the mercy of political cross 
currents. Being a member of the Board of Governors of the Federal Reserve or a Regional Federal 
Reserve Bank president is one of the most prestigious, if not the most prestigious, jobs there is for an 
economist or for a person in finance. 

Of course, if the president fires all of the members of the Board of Governors and several Regional 
Federal Reserve Presidents, that’s another story. But the probability of this happening while not zero, is 
highly unlikely. 

The preeminence of the US dollar is based on the ability of the Federal Reserve, the country’s central 
bank, to do whatever it needs to do to keep inflation low. Of course, inflation cannot be taken in 
isolation. Since the US dollar is part of a sea of currencies that compete for the services/benefits they 
provide individuals and firms, having a rate of inflation that is lower than that of other countries means 
that, in relative terms, the US dollar will remain king. 

The US Supreme Court may be close to taking a case to decide whether the Trump administration can 
fire appointees despite federal laws that protect them if the government has no justifiable cause 
against them. If the US Supreme Court comes back saying that the administration can get rid of these 
officials and does not make any exceptions, i.e., for Federal Reserve members, it will put in jeopardy the 
independence of the Federal Reserve, threatening inflation and thus, the US dollar.

We want to be clear about this. The issue is not that a president could or couldn’t get rid of a high-level 
government appointee. The issue is the reason behind the decision. If a president wants to dismiss the 
Chairman of the Federal Reserve, and/or the rest of the Board/Presidents of the Federal Reserve 
because it disagrees with what is the best monetary policy to follow at any particular time, then the 
future of the US currency is in jeopardy and the preeminence of the US dollar may be at risk. 

Central bank independence is one of the most coveted characteristics of any central bank across the 
world. It is a characteristic that is difficult to have and even more difficult to maintain over time. In fact, 
many central banks across the global economy have been the prey of politicians right and left, and this 
has enhanced the importance of the US dollar and has put the US dollar on top in terms of the 
services/benefits it provides to US citizens and foreigners alike. 

Any politically motivated intervention to suppress an independent US Federal Reserve will send 
shockwaves through the global economy and threaten inflation and thus the preeminence of the US 
dollar in the global economy.



Forecast Table

1Q24 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25 1Q26 2Q26 3Q26 4Q26 2023 2024 2025 2026

Real Gross Domestic Product 1 1.6 3.0 3.1 2.4 0.8 0.0 0.4 0.9 2.1 2.1 2.0 2.2 2.9 2.8 1.3 1.5
Real Gross Domestic Product 2 2.9 3.0 2.7 2.5 2.3 1.6 0.9 0.5 0.8 1.4 1.8 2.1 2.9 2.5

Consumer Price Index 2 3.2 3.2 2.7 2.7 2.7 2.9 3.7 3.8 3.5 3.3 2.6 2.4 4.1 3.0 3.3 2.9
Ex-food & energy 2 3.8 3.4 3.3 3.3 3.1 3.1 3.8 3.8 3.6 3.4 2.7 2.4 4.8 3.4 3.4 3.0

PCE Price Index 2 2.7 2.6 2.3 2.5 2.4 2.5 3.3 3.5 3.3 3.1 2.5 2.2 3.8 2.5 2.9 2.8
Ex-food & energy 2 3.0 2.7 2.7 2.8 2.6 2.7 3.5 3.5 3.4 3.1 2.4 2.2 4.1 2.8 3.1 2.8

Unemployment Rate 3.8 4.0 4.2 4.1 4.1 4.3 4.4 4.6 4.5 4.4 4.3 4.3 3.6 4.0 4.3 4.4
Fed Funds Rate 3 4.00 5.50 5.00 4.50 4.50 4.25 4.00 3.75 3.75 3.50 3.50 3.50 5.1 5.1 4.1 3.6

1 Annualized Quarter-Over-Quarter Growth 
2 Year-Over-Year SA Percentage Change
3 Upper Bound of the Federal Funds Target Range

Actual Forecast ForecastActual



Leading Economic Index: The Leading Economic Index (LEI) decline more than expected in March, and 
although The Conference Board indicated that the weakness in the LEI is still not pointing to a 
recession for this year, it indicated that the uncertainty regarding tariffs was having a large impact on 
the index. Five of the ten components of the index were negative in March, overwhelming the other five 
components that increased during the month. The LEI is still higher than the threshold that would point 
to a recession in the coming several quarters. The Conference Board’s Leading Economic Index (LEI) fell 
a more than expected 0.7% MoM in March, after an upwardly revised decline of 0.2% in February versus 
an original estimate of -0.3%, according to The Conference Board.  The Conference Board indicated 
that they are still not expecting a recession but a slowdown in economic activity with the economy 
growing 1.5% during the year, below its potential output growth. The three financial components of the 
LEI fell in March, and two of the 7 non-financial sector components, Consumer Expectations for 
Business Conditions and the ISM New Orders Index, had large declines in March. The other five non-
financial sector components had positive, but very small prints. The Conference Board’s Coincident 
Economic Index (CEI) was up by 0.1% in March after increasing by 0.3% in February. The Conference 
Board’s Lagging Economic Index (LAG) declined by 0.1% after an increase of 0.3% recorded in February 
of this year. According to The Conference Board’s release, “Mach’s decline was concentrated among 
three components that weakened amid soaring economic uncertainty ahead of pending tariff 
announcements: 1) consumer expectations dropped further, 2) stock prices recorded their largest 
monthly decline since September 2022, and 3) new orders in manufacturing softened.”

New Home Sales: New home sales were stronger than expected as the median price of new homes 
declined considerably in March, both compared to the previous month as well as to a year earlier. Also, 
the strong performance of new home sales pushed the supply of homes down to 8.3 months compared 
to a rate of 8.9 in February and a rate of 8.2 months in March of last year. It is clear that the decline in 
new home prices is helping the sector. This weakness in new home prices should put pressure on 
existing home sales prices in the coming months. New home sales were stronger than expected in 
March 2025, according to the US Census Bureau and the US Department of Urban Development, rising 
to a seasonally adjusted annual rate of 724,000, or up 7.4% compared to the level of new home sales 
reported in February of this year, which stood at 674,000. Compared to March of last year, new home 
sales were up by 6.0%, according to the release. The inventory of new homes for sale at the end of 
March was 503,000, or 0.6% higher than in February of this year. At the rate of sales in March, this 
represented 8.3 months of supply compared to 8.9 months of supply at the end of February. This rate is 
slightly above the 8.2 months of supply reported in March a year earlier. The median price of new 
homes for sale in March was $403,600, lower than the price recorded in February, which was $411,500. 
Compared to last year, the median sales price of a new home declined 7.5%. On a regional basis, the 
picture was mixed, with a strong decline in the Northeast, down 22.2%, month-over-month, while the 
Midwest showed a month-over-month increase of 3.0% and the West recorded a decline of 1.4%. The 
driver of the March new home sales increase was the South, which is also the largest region of the 
country. The South saw new home sales surge by 13.6%, month-over-month, and by 22.3% on a year-
over-year basis. The relatively large decline in the median sales price of new homes seems to have been 
an important driver of March’s increase in new home sales.

Economic Releases



Durable Goods Orders: The stronger than expected increase in durable goods orders was the 
consequence of an impressive surge in new orders of transportation equipment, i.e., aircraft, that 
pushed the index to a 9.2%, month-over-month. However, the performance of the other sectors was 
more muted, on balance. New orders for manufactured goods blew past expectations for a gain of 9.2% 
month-over-month, according to the US Census Bureau, after a gain of 0.9% during the previous 
month. This was the third consecutive month-over-month increase for durable goods orders. Excluding 
new transportation equipment orders, new orders were flat during the month. Excluding new orders for 
defense goods, the index increased by 10.4%. New orders of transportation equipment were up 27.0%, 
month-over-month. The surge in transportation equipment was due to a 139.0% month-over-month 
increase in new orders of nondefense aircraft and parts, while new orders of motor vehicles and parts 
increased by 2.3%. However, new orders of defense aircraft and parts declined by 9.4% during the 
month. New orders of capital goods surged by 24.3% as nondefense capital goods orders surged by 
29.4%. However, new orders of defense capital goods declined by 9.4%, month-on-month. The surge in 
big-ticket items like aircraft delivered a very strong print for durable goods orders in March. However, 
the rest of the sectors were muted, on balance.

Existing Homes Sales: Existing home sales were weaker than expected in March, a clear signal that 
price discounts in the new home sales market are winning customers to their cause. The price of 
existing homes slowed down to a 2.7% year-over-year rate. If this trend continues, home prices are 
expected to continue to slow  and perhaps start to decline on a year-over-year basis, something we 
have not seen since late 2022. This is good news for inflation longer term. Existing home sales dropped 
by a more than expected 5.9% during the third month of the year, month-over-month, and were also 
down by 2.7% on a year-earlier basis, according to the National Association of Realtors (NAR). The 
regional picture was weak across the regions, with the Northeast reporting a decline of 2.0%, month-
over-month, while it was flat on a year-earlier basis. The Midwest saw existing home sales decline by 
5.0%, month-over-month, while also down by 3.1% on a year-earlier basis. The South, which is the 
largest region in the country, saw existing home sales decline by 5.7%, month-over-month, and by 4.2% 
year-over-year. Finally, the West saw the largest month-over-month decline, at 9.4%, but an increase of 
1.3% on a year-earlier basis. The median price of existing homes was $403,700 in March, a 2.7% 
increase from March of last year when the median price was $392,900, according to the release. The 
inventory of existing homes increased to 1.330 million in March, up 8.1% month-over-month, and 
19.8% on a year-over-year basis. The number of months of inventory for existing home sales was 4.0, up 
from 3.5 months in February of this year and 3.2 months in March of last year. Today’s report on 
existing home sales was in direct contrast to yesterday’s report on new home sales, as today’s report 
showed weakness across all the regions while the new home sales report showed improvement in 
several regions. It is clear that new home sellers are lowering prices to attract buyers and are winning 
many home buyers versus existing home sellers.

Economic Releases



Economic and market conditions are subject to change.

Opinions are those of Investment Strategy and not necessarily those of Raymond James and are subject to change 
without notice. The information has been obtained from sources considered to be reliable, but we do not guarantee 
that the foregoing material is accurate or complete. There is no assurance any of the trends mentioned will continue 
or forecasts will occur. Past performance may not be indicative of future results.

Consumer Price Index is a measure of inflation compiled by the US Bureau of Labor Statistics. Currencies investing is 
generally considered speculative because of the significant potential for investment loss. Their markets are likely to 
be volatile and there may be sharp price fluctuations even during periods when prices overall are rising.

Consumer Sentiment is a consumer confidence index published monthly by the University of Michigan. The index is 
normalized to have a value of 100 in the first quarter of 1966. Each month at least 500 telephone interviews are 
conducted of a contiguous United States sample.

Personal Consumption Expenditures Price Index (PCE): The PCE is a measure of the prices that people living in the 
United States, or those buying on their behalf, pay for goods and services. The change in the PCE price index is known 
for capturing inflation (or deflation) across a wide range of consumer expenses and reflecting changes in consumer 
behavior.

The Consumer Confidence Index (CCI) is a survey, administered by The Conference Board, that measures how 
optimistic or pessimistic consumers are regarding their expected financial situation. A value above 100 signals a boost 
in the consumers’ confidence towards the future economic situation, as a consequence of which they are less prone 
to save, and more inclined to consume. The opposite applies to values under 100.

Certified Financial Planner Board of Standards Center for Financial Planning, Inc. owns and licenses the certification 
marks CFP®, CERTIFIED FINANCIAL PLANNER®, and CFP® (with plaque design) in the United States to Certified 
Financial Planner Board of Standards, Inc., which authorizes individuals who successfully complete the organization’s 
initial and ongoing certification requirements to use the certification marks.

Links are being provided for information purposes only. Raymond James is not affiliated with and does not endorse, 
authorize or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for 
the content of any website or the collection or use of information regarding any website's users and/or members.

GDP Price Index: A measure of inflation in the prices of goods and services produced in the United States. The gross 
domestic product price index includes the prices of U.S. goods and services exported to other countries. The prices 
that Americans pay for imports aren't part of this index.

Employment cost Index: The Employment Cost Index (ECI) measures the change in the hourly labor cost to employers 
over time. The ECI uses a fixed “basket” of labor to produce a pure cost change, free from the effects of workers 
moving between occupations and industries and includes both the cost of wages and salaries and the cost of benefits.

US Dollar Index: The US Dollar Index is an index of the value of the United States dollar relative to a basket of foreign 
currencies, often referred to as a basket of U.S. trade partners' currencies. The Index goes up when the U.S. dollar 
gains "strength" when compared to other currencies.

The FHFA HPI is a broad measure of the movement of single-family house prices. The FHFA HPI is a weighted, repeat-
sales index, meaning that it measures average price changes in repeat sales or refinancings on the same properties.

Disclosures



Import Price Index: The import price index measure price changes in goods or services purchased from abroad by U.S. 
residents (imports) and sold to foreign buyers (exports). The indexes are updated once a month by the Bureau of 
Labor Statistics (BLS) International Price Program (IPP).

ISM Services PMI Index: The Institute of Supply Management (ISM) Non-Manufacturing Purchasing Managers' Index 
(PMI) (also known as the ISM Services PMI) report on Business, a composite index is calculated as an indicator of the 
overall economic condition for the non-manufacturing sector.

The ISM Manufacturing Index: The The Institute of Supply Management (ISM) Manufacturing Measures the health of 
the manufacturing sector by surveying purchasing managers at manufacturing firms. The survey asks about current 
business conditions and expectations for the future, including new orders, inventories, employment, and deliveries.

Consumer Price Index (CPI) A consumer price index is a price index, the price of a weighted average market basket of 
consumer goods and services purchased by households.

Producer Price Index: A producer price index (PPI) is a price index that measures the average changes in prices 
received by domestic producers for their output.

Industrial production: Industrial production is a measure of output of the industrial sector of the economy. The 
industrial sector includes manufacturing, mining, and utilities. Although these sectors contribute only a small portion 
of gross domestic product, they are highly sensitive to interest rates and consumer demand.

The NAHB/Wells Fargo Housing Opportunity Index (HOI) for a given area is defined as the share of homes sold in that 
area that would have been affordable to a family earning the local median income, based on standard mortgage 
underwriting criteria.

Conference Board Coincident Economic Index: The Composite Index of Coincident Indicators is an index published by 
the Conference Board that provides a broad-based measurement of current economic conditions, helping 
economists, investors, and public policymakers to determine which phase of the business cycle the economy is 
currently experiencing.

Conference Board Lagging Economic Index: The Composite Index of Lagging Indicators is an index published monthly 
by the Conference Board, used to confirm and assess the direction of the economy's movements over recent months.

New Export Index: The PMI New export orders index allows us to track international demand for a country's goods and 
services on a timely, monthly, basis.

Gold is subject to the special risks associated with investing in precious metals, including but not limited to: price may 
be subject to wide fluctuation; the market is relatively limited; the sources are concentrated in countries that have the 
potential for instability; and the market is unregulated.

The Conference Board Leading Economic Index: Intended to forecast future economic activity, it is calculated from 
the values of ten key variables.

Source: FactSet, data as of 4/25/2025
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