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“The US dollar is our currency, but your problem.” Some investors 

may feel reminded of this statement by US Treasury Secretary 
Connally in 1971, when the gold standard was removed from the 
US dollar under Nixon. After years of strong capital inflows into 
the US, which boasted a fast-growing economy and a booming 
technology sector, investors have tended to reduce their posi-
tions in US markets in recent months. As a result, the US dollar 

has lost value, although it is still very highly valued compared to 
other currencies in terms of purchasing power, as OECD analyses 
show. Investors were unsure to what extent the customs policy 
could weaken the economy and whether the policy was deliber-
ately designed to devalue the dollar. Discussions about the inde-
pendence of the US central bank or higher taxation of foreign 

creditors have fueled doubts. 
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Moderate downward trend in the US dollar is likely to continue  

The combination of political uncertainty and a weakening US 
economy has led international investors to demand a higher risk 
premium for dollar investments. This can be seen from the fact 
that the dollar has lost value even though the US central bank is 
keeping interest rates much higher than most other central banks. 
Even the rather large advantage of US capital market yields over 
those in Europe or Japan has not made the dollar more attractive 

and has not increased its external value. The strong correlation 
observed in recent years between the rise in ten-year yields and a 
rising US dollar has apparently disappeared in the short term. In-
vestors were also concerned after Moody's downgraded the US 
credit rating.  

From a macroeconomic perspective, there are some indications 
that the gradual weakening of the US dollar will continue for the 
time being. For example, the United States is dependent on very 
high capital imports from abroad to finance its high foreign trade 
deficit. However, if foreign investors do not want to further expand 
their already high holdings of US dollar assets, they will demand 
discounts on US assets. This can be brought about by lower valu-
ations on the markets or by a weaker dollar. 

achieved in the near future. The economic lead over the EU is 
therefore likely to narrow. 

Of course, a dollar devaluation is not the only possible scenario. A 
devaluation of the US dollar would certainly be avoided if the US 
economy were to regain its growth momentum and thus pull 
ahead of its competitors. This would make the dollar attractive 
again. High profit expectations would be justified and, despite 
higher interest rates, the reduction of government deficits would 

be facilitated. However, this scenario is unlikely in the current sit-
uation. Instead, the very high level of uncertainty and the growth-
dampening tariffs are likely to slow the pace of expansion in 2025 
and 2026. 

 

The dollar's dominance as a global currency is not jeopardized 

In view of current developments, many investors are also wonder-
ing whether the dominant role of the US dollar could be jeopard-
ized in the long term and whether the currency could become less 
important as a global reserve currency. As the US government cur-
rently appears to be working towards protecting the economy and 
reducing foreign debt, it is certainly justified to raise this question. 
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However, one should not draw conclusions about such a develop-
ment from current exchange rate trends. Throughout its history, 
the US dollar has survived major exchange rate fluctuations and 
changes in the monetary system as the main reserve currency. 
The abandonment of the dollar's gold standard, the floating of ex-
change rates and the temporary introduction of an import tariff of 
10% under President Nixon in the early 1970s did not fundamen-
tally call the reserve currency function into question. Even during 
the years of massive exchange rate changes in the US dollar and 
massive central bank interventions in the foreign exchange mar-
ket, the share of the US dollar in global currency reserves hardly 
fell below 50%. 

The USD currently accounts for around 58% of central banks' for-
eign exchange reserves. It has fallen slightly in recent years as 

central banks have diversified their foreign exchange reserves 
more strongly. However, the Euro has not been able to benefit 
from the declining share of the US dollar. Smaller currencies in 
particular, such as the Canadian and Australian dollar, have in-
creased in value. Chinese renminbi continues to account for only 
a very small share of global currency reserves. Central banks' gold 
reserves in particular have risen sharply. Additional purchases of 
gold and a sharp rise in the value of the precious metal have con-
tributed to this. 

The question of whether the dominance of the US dollar will be 
challenged in the long term depends above all on whether the in-
stitutional conditions that underpin the strong dollar could falter 
under Donald Trump's policies. The following are probably the 
most important foundations for a global currency: A stability-ori-
ented and independent central bank that not only ensures stable 
prices but also the stability of the financial markets, an open trade 
and capital movement system that allows the world reserve cur-
rency to be used immediately in the event of balance of payments 
imbalances, a large liquid bond market in which the foreign ex-
change reserves can be invested and, finally, international ac-
ceptance of the currency and a high degree of legal certainty. 

The often erratic comments and declarations of intent made by 
the US government in recent months have raised doubts as to 
whether these conditions will continue to be met in the future. 
Concrete reasons for this were the original passages in the 
Budget Act (section 988), which have since been removed, which 
could impose increased taxes on the capital gains and profits of 
foreign investors from countries with unfair trade practices or 
previous considerations (Mar-a-Lago accord) that foreign bond-
holders could be forced to restructure their debt into very long-
dated government bonds. Such measures would indeed be capa-
ble of undermining the role of the US dollar as a guarantee of 
global currency reserves. Will the government go down this coun-
ter-intuitive path? That seems rather unlikely, considering the con-
sequences for the USA. A withdrawal of international investors 
from the dollar would increase the yields on US government 

bonds, trigger valuation corrections on the stock markets and de-
valuation trends for the exchange rate. Overall, it would be an ex-
tremely costly way to reduce the US trade deficit. Moreover, a de-
cline in the international importance of the US dollar would also 
weaken the instrument of power that the government can use via 
sanctions to achieve political goals. 

 

US government's willingness to undertake consolidation 
measures remains a risk factor 

Even if there are no specific measures of this kind, the rising US 

national debt could become a risk for the US dollar in the long 
term. If the rise in the debt ratio, which now stands at 124% of 
gross domestic product, is not halted, investors could increas-
ingly question the “safe haven” function of the currency. Down-
grades of the United States' credit quality by the rating agencies 
are a sign of this risk. However, it is by no means the case that a 
consolidation of US public finances is impossible. Comparisons 
often made with highly indebted European countries with similar 
debt ratios (such as France) tend to ignore the fact that the US 
has significantly higher growth potential and could achieve a sta-
bilization of the government debt ratio with less drastic consoli-
dation steps (reduction of the primary deficit). Compared to Eu-
rope, the USA has structural growth advantages in several re-
spects, which have given the economy a clear growth edge over 
Europe over the last three decades and which will probably con-
tinue to be effective in the future. What matters, and this is crucial 
for investors, is whether the US government has the strength and 
willingness to limit government deficits and whether it will imple-
ment growth-oriented measures. 

 

Conclusion for investors 

Our expectation that the USD will decline over the course of 2025 
has been confirmed. A further gradual weakening is likely to suit 
the US government, especially as the US dollar is still very highly 
valued in terms of purchasing power parity. A somewhat weaker 
US dollar will help to reduce the US trade deficit. However, an end 
to the dollar as a reserve currency with a correspondingly sharp 
fall in its external value is not imminent and would not be a sensi-
ble assumption for the investment strategy. The risk premiums 
for US government bonds are likely to remain high due to the US 
government's unpredictable policy with regard to foreign trade is-
sues and the consolidation of the US government deficit. Further 
moderate interest rate cuts by the Fed are likely in the second half 
of the year or at the beginning of 2026 in the event of subdued 
inflation and a slowing economy. However, they will only cause 
yields on the capital markets to fall slightly. 
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General  

The investment strategy and/or investment recommendations (hereinafter referred to as "analyses")  

are prepared by LeanVal Research GmbH for information purposes only.  

Neither LeanVal Research GmbH nor its employees assume any liability for damages arising from the 
use of the analyses or their contents or in any other way in connection with them. The analyses do not 
constitute an offer or invitation to subscribe to or purchase any security, nor do they or the information 
contained therein form the basis for any contractual or other obligation of any kind. An investment de-
cision should be made on the basis of a duly approved prospectus or information memorandum and in 
no case on the basis of the analyses. Investors should seek the advice of an investment adviser in 
making their investment decision. In this respect, the analyses cannot assume an advisory function. 
The opinions, estimates and forecasts contained in the analyses are solely those of the respective au-

thors. They are date-related, not necessarily the opinion of LeanVal Research GmbH and may change at 

any time without prior notice.  

The information and evaluations ("Information") reproduced here are primarily intended for clients of 
LeanVal Research GmbH in Germany.  Should the original recipient forward the analysis, he/she is 
obliged to do so in compliance with existing regulations and laws and no obligation of LeanVal Research  
GmbH towards a third party arises from this. In particular, the information is not intended for clients or 

other persons domiciled or resident in the United Kingdom, the United States or Canada and may not be 
passed on to such persons or imported into or distributed in these countries. Distribution of the Analyt-
ics in other jurisdictions may be restricted by law and persons into whose possession the Analytics 
come should inform themselves about and comply with any restrictions. Any failure to comply with 
these restrictions may constitute a violation of applicable securities laws. Reprinting, redistribution, and 
publication of the analyses and their contents in whole or in part are permitted only with the prior w ritten 

consent of LeanVal Research GmbH.  

Information sources 
 
All analyses are prepared on the basis of data from a data provider as well as from generally accessible 
sources ("information") that LeanVal Research GmbH considers to be reliable. However, LeanVal Re-
search GmbH has not verified the accuracy or completeness of the Information and assumes no liability 
for the accuracy or completeness of the Information. Possible incomplete or incorrect information does 
not justify any liability of LeanVal Research GmbH for damages of any kind, and LeanVal Research  
GmbH is not liable for indirect and/or direct damages and/or consequential damages. In particular,  
LeanVal Research GmbH assumes no liability for statements, plans or other details contained in these 
analyses with regard to the investigated companies. Although the analyses are compiled with all due 
care, errors or incompleteness cannot be excluded. LeanVal Research GmbH, its shareholders, corpo-
rate bodies and employees assume no liability for the accuracy or completeness of the statements, 
assessments, recommendations derived from the information contained in the analyses. Data source 
for all historical prices is Morningstar and LeanVal Research. 
 
Summary of the valuation fundamentals  

The valuations underlying the investment recommendations for stocks analyzed by LeanVal Research  
GmbH are based on generally accepted and widely used methods of fundamental analysis, such as the 
DCF model, peer group comparisons, NAV valuations and - where possible - a sum-of-the-parts model. 
The calculated scores (Value, Quality, Stabilty, Growth) are the result of a proprietary model of LeanVal 
Research GmbH. They result from the comparison of fundamental key figures of the quantitatively an-
alyzed company in relation to comparable companies within a sector (or region). Information on the 
general approach can be found at www.leanval.investments. The absolute target price and the associ-
ated absolute assessment (undervalued, neutrally overvalued) are determined using a forward-looking 
DCF or ROIC (return on invested capital) method. Estimates of future earnings serve as the basis for 
this. The earnings estimates are either based on a consensus or are made by LeanVal Research GmbH 
itself. 

Updates  

The recipients are not entitled to the publication of updated analyses. LeanVal Research GmbH reserves 
the right to update analyses without prior notice. A regular update of this document is not intended.  

Compliance  

LeanVal Research GmbH has taken internal organizational and regulatory precautions to avoid conflicts 
of interest in the preparation and dissemination of financial analyses. In particular, there are internal 
information barriers that prevent analysts from accessing insider information. Compliance is monitored 
by the Compliance Officer.  

 

 

 

 

 

 

 

 

 

 

Explanation of the recommendation system  

The relative assessment is based on the various scores of the individual companies in the areas of 
Value, Quality, Stability, Growth and Momentum which are compared with the average scores of the 
overall market and/or also with the respective sectors. The companies are ranked on a scale from 0 to  
100. From this, the three ratings "unattractive" (0 to 30 on the scale), "neutral" (31 to 70 on the scale) 
and "attractive" (71 to 100 on the scale) are derived. The relative assessment can change at short notice 
due to the high complexity of the scores and the multiple interdependencies between the companies 
analyzed. 

LeanVal Research GmbH's rating system for absolute valuation comprises the ratings "undervalued", 
"fairly valued" and "overvalued". The rating of a share is based on the expected return for the next six to 
twelve months. The expected return is composed of the prognostic change in the share price and the 
expected dividend yield. Changes in the discount factor or projected cash flows can lead to significant 
changes in the target price. 

Rating system of the absolute valuation 

Buy Potential > +15% 

Hold Low upside and downside potential 

Sell Potential < - 15%  

 

 

Conflicts of interest  

In the financial analyses, circumstances or relationships that could give rise to conflicts of interest be-
cause they could jeopardize the impartiality - of the employees of LeanVal Research GmbH who pre-
pared the analysis, - of LeanVal Research GmbH as the company responsible for the preparation or of 
companies affiliated with it, or - of other persons or companies working for LeanVal Research GmbH 
and contributing to the preparation, must be disclosed. Information on interests or conflicts of interest 
that must be disclosed exists in particular if  

1.  significant shareholdings (= shareholding > 5 % of the share capital) exist between the above-
mentioned persons or companies and the issuers who are themselves or whose financial in-
struments are the subject of the financial analysis,  

2.  the above-mentioned persons or companies manage financial instruments which themselves 
or their issuers are the subject of the financial analysis on a market by placing buy or sell orders 
(market making/designated sponsoring),  

3.  the above-mentioned persons or companies have been involved in the management of a con-
sortium for an issue by way of a public offering of such financial instruments which are them-
selves or whose issuers are the subject of the financial analysis within the previous twelve 
months,  

4.  the above-mentioned persons or companies have been bound by an agreement on services in 
connection with investment banking transactions with issuers who are themselves or whose 
financial instruments are the subject of the financial analysis within the previous twelve months 
or have received a service or a promise of service from such an agreement within this period, 
insofar as no confidential business information is affected by the disclosure of this information,  

5.  the above-mentioned persons or companies have entered into an agreement with issuers, who 
themselves or whose financial instruments are the subject of the financial analysis, for the prep-
aration of the financial analysis,  

6.  the above-mentioned persons hold management or supervisory board mandates with issuers 
whose financial instruments are the subject of the financial analysis, or 

7.  the above-mentioned persons or companies have any other significant financial interests in re-
lation to the issuers whose financial instruments are the subject of the financial analysis.  
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Email: research@leanval.investments 
 

Notes on investment strategy - Investment recommendation pursuant to § 85 of the German Securities Trading Act (WpHG) in con-
junction with the German Securities Trading Act (WpHG). Regulation (EU) No. 596/2014 
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