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Market Update (April 2023) -

Outlook for the U.S. Dollar

There has been elevated speculation in the global news cycle of late regarding the outlook
for the US Dollar. Most connotations are from a negative point of view contemplating the
likelihood of depreciation of the US Dollar against other major currencies, ranging to the more
significant theory that the global economy is about to enter a period of major de-dollarization.

How would these 2 scenarios be defined characteristically?

Depreciating Dollar — The general way to measure the value of the dollar is to measure
against a basket of global currencies (weighted according to the value of their trade with the
US). By this measure the dollar was in a decade long bull market increasing 140% in value
from 2011 through 2022. As of late, the dollar has fallen by 8% to 10% in real and nominal
terms.

It is normal for the Dollar (and other global currencies) to go through valuation cycles (similar
to the economy and markets). The cyclical nature is impacted by things like economic
growth, interest rates, international trade, relative economic strength to other global
economies, etc.

In general, cyclical appreciation and depreciation of the Dollar against other currencies is
normal and expected within economic cycles.

De-Dollarization — A more extreme condition would be entering a season of de-dollarization.
The characteristics that would embody a season of de-dollarization are more complex and
uncertain. The simple explanation of de-dollarization would be movement away from using
the US Dollar as the primary currency of exchange in global trade and investment. Ultimately,
a meaningful de-dollarization process may end in the Dollar losing its status as the world’s
major reserve currency.

The primary headlines suggesting a de-dollarization movement were sparked by a recent
summit among BRICS nations that include prominent emerging economies Brazil, Russia,
India, China, and South Africa — in which they discussed the exploration of a unified currency
for trade amongst these nations. Elevated speculation around de-dollarization efforts have
been common periodically for decades, without a major interruption to the status quo.

Of particular interest, what would a meaningful de-dollarization mean for the Dollar itself as
well as the United States as a whole?

Current Standing of the US Dollar in the global landscape: The US Dollar today represents
about 60% of global currency reserves (a modest decline from 67% 20 years ago). On a
transaction basis, the US Dollar represents nearly 90% of global financial transactions (based
on a 200% scale — representing 2 sides to a transaction). The Dollar is regarded as the
global reserve currency and is a pillar to the global economic ecosystem.

Consensus outlook from respected economists and research firms: Big picture, there is a
consensus we are seeing from respected research firms that a material de-dollarization is
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unlikely despite recent concerns. A key pillar to this outlook is that there is no identifiable
alternative to the role the US Dollar plays in the global economy. Specifically, a reserve
currency needs to be freely convertible and have deep and liquid markets to be considered
safe for foreign central banks to hold — nothing compares to the US Dollar from this
perspective. The quality, size, and openness of the US market is unmatched on a global
scale — the combinations of resources (human and natural) and freedoms in the US make it
very difficult to identify any viable alternatives. As the research team at Schwab recently
noted, “A long-term trend toward diversification of currencies in global financial transactions
and trade may develop, but it’s a big leap from dollar dominance to de-dollarization.”

While the consensus is that the US Dollar will remain the primary reserve currency in the
global economy for the foreseeable future, Brian Wesbury, Chief Economist at First Trust,
wisely cautions, “What made America strong is not its natural resources (which it definitely
has), but its human resources and freedom. China, Saudi Arabia, and Russia may have
resources, but they are not free. It will not be any of these countries that replaces the dollar
and it is highly unlikely to happen in our lifetimes. However, that’s not to say it won’t happen
in our children’s lifetimes. Bad policies beget bad outcomes. King Dollar will only stay that
way if the US keeps its fiscal and monetary house in order.”

Looking below the surface: While we are comfortable with the outlook for the US Dollar and
the trajectory for the future, it is important to consider both the bull (positive) case and bear
(negative) case of potential developments.

Bull (positive) Case for the future outlook of the Dollar:

e The Dollar still represents 60% of global currency reserves and 90% of all global
transactions (based on 200%).

e Value of the Dollar remains close to a 10-year high versus currencies of other
countries — and remains the primary currency used for trade and financial transactions
in the global economy.

o International investment flows indicate demand for Dollars beyond the Treasury
market. The positive impact of foreign direct investment in business, property and risk
markets (stocks) in the US, further enforce Dollar strength. Access to the US consumer
alone drives substantial Dollar demand.

e There are few signs that major foreign holders are poised to suddenly shift away from
the Dollar and few (if any) currencies that would be a viable alternative.

e There is no hard evidence that gradual diversification away from the Dollar will have a
material impact to the strength of the currency or US economy.

Bear (negative) Case for the future outlook of the Dollar:

o Headlines suggest there is new momentum building amongst other nations to explore
a reduction in dependence on the US Dollar in international trade and transactions:
China is beginning to use the Yuan in some commodity trades; Brazil and Argentina
are exploring a common currency; China is experimenting with a Central Bank Digital
Currency (CBDC); Prominent emerging economies (Brazil, Russia, India, China, etc.)
have explored reducing Dollar dependence for cross-country exchange; etc.

e The “weaponization” of the US Dollar is also a reason to believe there could be
movement away from Dollar dependence. Last year as Russia invaded Ukraine,
Russia was effectively cut off from entering into US Dollar transactions. This was a
recent example of the power of the US Dollar in the imposition of Western sanctions —
other countries will look to diversify this risk and impact in the future.

e Long-term movement to a multi-currency global economy is possible and could have
benefits for other countries. However, it would require major structural changes in
many regions — such as reducing barriers to trade and investment, along with
strengthening protections for investors. These changes take time and political will.

Our point of view: Our team is confident in the case laid out by research teams that we
respect regarding the outlook for the US Dollar and its continued prominence in the global
ecosystem. It is unlikely that the US Dollar will be replaced any time in the foreseeable future
as the global reserve currency — although further diversification appears likely over time.
While the Dollar may lose its dominance over time it is unlikely that a gradual reduction in
Dollar dependence would cause major turmoil to the US economic ecosystem or the viability
of the Dollar as a prominent global currency. The United States continues to be viewed as the




“safe-haven” of choice for other sovereign nations and that is unlikely to change in the near
future — providing further reassurance that the Dollar and Dollar-denominated investments
will continue to function as an important part of the global economy.

Practically speaking, our firm is very comfortable with portfolio positioning to navigate any
cyclical changes in the currency markets. We use a globally-diversified approach to portfolio
construction that is designed to respond well across changes in economic cycles and
leadership. In the case of the US Dollar, when the Dollar is outperforming a basket of global
currencies it tends to act as a tailwind for US Stocks, while the Dollar is underperforming it
tends to act as a tailwind to International Stocks. Our philosophy to diversify across countries
in a balanced way will mitigate the impact to our investors in regards to cyclical currency
movements. Dollar strength has been a stimulant to US Stocks outperforming International
Stocks in the previous decade, and we would not be surprised to see a period of time in
which some currency reversion supports outperformance of International Stocks. We are
confident that a globally-diversified approach will continue to serve clients well and help
provide stability amidst the cyclical nature of markets and market components.

As always, we are here for you. Thanks for the trust and partnership in your journey to
continued financial success.
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This newsletter contains general information that is not suitable for everyone. The information contained herein should not be construed as personalized investment
advice. Past performance is no guarantee of future results. There is no guarantee that the views and opinions expressed in this newsletter will come to

pass. Investing in the stock market involves gains and losses and may not be suitable for all investors. Information presented herein is subject to change without
notice and should not be considered as a solicitation to buy or sell any security. We are neither your attorneys nor your accountants and no portion of this material

should be interpreted by you as legal, accounting or tax advice. We recommend that you seek the advice of a qualified attorney and accountant.

Greene Wealth Management (“GWM”) is an SEC registered investment adviser with its principal place of business in the State of Washington. GWM and its
representatives are in compliance with the current registration and notice filing requirements imposed upon registered investment advisers by those states in which

GWM maintains clients. GWM may only transact business in those states in which it is registered/notice filed or qualifies for an exemption or exclusion from
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registration/notice filing requirements. This newsletter is limited to the dissemination of general information pertaining to its investment advisory services. Any
subsequent, direct communication by GWM with a prospective client shall be conducted by a representative that is either registered or qualifies for an exemption or
exclusion from registration in the state where the prospective client resides. For information pertaining to the registration status of GWM, please contact GWM or

refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov).

The information set forth herein has been obtained or derived from sources believed by GMW to be reliable. However, GWM does not make any representation or
warranty, express or implied, as to the information's accuracy or completeness, nor does GWM recommend that the information set forth herein serve as the basis
of any investment decision. No portion of this writing is to be interpreted as a testimonial or endorsement of GWM's investment advisory services and it is not known

whether the clients referenced approve of GWM or its services.

Indices are unmanaged. Any reference to a market index is included for illustrative purposes only as it is not possible to directly invest in an index. The figures for
each index reflect the reinvestment of dividends, as applicable, but do not reflect the deduction of any fees or expenses, or the deduction of an investment
management fee, the incurrence of which would reduce returns. It should not be assumed that your account performance or the volatility of any securities held in
your account will correspond directly to any comparative benchmark index. Bonds and fixed income investing involves interest rate risk. When interest rates rise,

bond prices generally fall.

For additional information about GWM, including fees and services, send for our disclosure statement as set forth on Form ADV from GWM using the contact

information herein. Please read the disclosure statement carefully before you invest or send money.
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