
Unless otherwise noted, information as of July 2025.

Proprietary - Not for distribution, in whole or in part, without the express written consent of Apollo Global Management, Inc.

Outlook for the dollar after Section 899:

The US is still exceptional

July 2025

Torsten Slok, Rajvi Shah, and Shruti Galwankar

tslok@apollo.com

Apollo Global Management



2

Legal Disclaimer

This presentation is provided for informational and discussion purposes only and may not be distributed, 

transmitted or otherwise communicated to others, in whole or in part, without the express written consent of Apollo 

Global Management, Inc. (together with its subsidiaries, “Apollo”). This material does not constitute an offer to sell, 

or the solicitation of an offer to buy, any security, product or service.

Unless otherwise noted, information included herein is presented as of the dates indicated.  Apollo Global 

Management, Inc. (together with its subsidiaries, “Apollo”) makes no representation or warranty, expressed or 

implied, with respect to the accuracy, reasonableness, or completeness of any of the information contained herein, 

including, but not limited to, information obtained from third parties. Opinions, estimates and projections constitute 

the current judgment of the author as of the date indicated. They do not necessarily reflect the views and opinions 

of Apollo and are subject to change at any time without notice. Apollo does not have any responsibility to update 

the information to account for such changes. Hyperlinks to third-party websites in these materials are provided for 

reader convenience only. There can be no assurance that any trends discussed herein will continue.

The information contained herein is not intended to provide, and should not be relied upon for, accounting, legal or 

tax advice and does not constitute an investment recommendation or investment advice. Investors should make an 

independent investigation of the information contained herein, including consulting their tax, legal, accounting or 

other advisors about such information. Apollo does not act for you and is not responsible for providing you with the 

protections afforded to its clients.

Certain information contained herein may be “forward-looking” in nature. Due to various risks and uncertainties, 

actual events or results may differ materially from those reflected or contemplated in such forward-looking 

information. As such, undue reliance should not be placed on such information. Forward-looking statements may 

be identified by the use of terminology including, but not limited to, “may”, “will”, “should”, “expect”, “anticipate”, 

“target”, “project”, “estimate”, “intend”, “continue” or “believe” or the negatives thereof or other variations thereon or 

comparable terminology.
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Why did the dollar fall 10% during the first half  of  2025?

Likely reason: Hedging activity
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Why did the dollar go down 10% in the first half  of  2025?

1. TIC data, combined with the strength of the US equity market and tight credit spreads in 

IG and HY, indicate that the dollar decline in the first half of 2025 was not driven by 

foreign selling of US assets. 

2. Instead, the decline in the dollar was likely driven by hedging activity, as foreign 

investors, after decades of not hedging their US investments, began hedging some of 

their dollar exposures.

3. With Section 899 behind us, and the Fed keeping interest rates higher for longer, dollar 

hedging activity is likely to slow down.
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1. Policy uncertainty and fiscal concerns

2. Slowing economy and Fed cuts

3. Hedging activity

Forces pushing the dollar up and down

1. Rates higher for longer

2. Higher returns for investors on US assets

3. The world’s reserve currency

Forces pushing the US dollar higher Forces pushing the US dollar lower 
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Hedging costs elevated for foreign investors



7Source: Bloomberg, Apollo Chief Economist

Hedged yields still negative for foreigners
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Disconnect between dollar and yield differential after the trade war started

Trade war 

begins
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The trade-weighted dollar has depreciated 10% since the beginning of  the year
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The United States is still exceptional
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Characteristics of  a reserve currency:

• Widespread use in global trade and finance

• Large and liquid financial markets

• Rule of law, economic, and political stability

• Ease of access and convertibility

• Confidence in the currency’s long-term value



12Source: Bloomberg, BIS, Haver Analytics, IMF, Apollo Chief Economist

The US dollar is the world’s reserve currency
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The US dollar is by far the most dominant currency in SWIFT payments
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Geopolitical uncertainty lower today than historical peaks
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China: Outbound payments, by currency
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The impact of  dollar depreciation on US inflation
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Lower dollar normally puts upward pressure on commodity prices
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Lower dollar implies higher import prices



19Source: Bloomberg SHOK model, Apollo Chief Economist. Note: 5% depreciation shock applied to Q1, Q2, Q3 and Q4.
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The fiscal outlook
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CBO: Under current policies, government debt outstanding will grow from 100% to 160% of  GDP
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Gap between 10-year and 5-year yield widening
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Dollar sensitivity to yield differentials



24Source: Bloomberg, Apollo Chief Economist Note: 26 week rolling regression of weekly change in FX to weekly change in yield differential. EURUSD = 1 EUR in USD

EUR: Dollar less sensitive to yield differentials
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25Source: Bloomberg, Apollo Chief Economist Note: 26 week rolling regression of weekly change in FX to weekly change in yield differential. JPYUSD = 1 USD in JPY

JPY: Dollar less sensitive to yield differentials
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Total foreign holdings of  US assets



27Source: Federal Reserve, Macrobond, Apollo Chief Economist. 

Total foreign holdings of  US equities, Treasuries, and US public credit
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