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USA – safety warning for
the safe haven?

President Trump's sometimes erratic tariff policy and his aggressive approach towards

trading partners have dented confidence in the United States as a ‘safe haven’.

International investors could therefore become more cautious. However, given the

scale of investments in the United States, massive shifts out of the US are difficult. We

provide an overview.

The US has been benefiting from capital inflows for 50
years ...
Since the early 1980s, the US has had a financial account surplus, which has only become

wider over time. Foreigners buy American assets or grant loans to US companies or

the government. The US is a repository for other countries' savings surpluses. Mirroring

this, the US has a high current account deficit, which has been in the red since 2000,

averaging around 3.5% of GDP (Chart 1). The trade deficit is therefore financed by the

sale of assets or by borrowing abroad.



Chart 1 - US is sucking in imports and capital

US current and financial account balances in % of GDP, annual data
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... and US foreign liabilities are up, up and away
Of course, Americans also invest money abroad, they are buying securities, investing in

companies or production facilities and granting loans to other countries. However, much

more money flows into the US than out. The steady flow of funds has raised the US's

international assets and liabilities to a considerable level:

• In 2024, Americans had assets abroad worth 33 trillion dollars. This corresponds to

123% of US GDP.

• By contrast, foreign claims on the US – both public and private – amounted to 62

trillion dollars. This means that foreigners owned US assets worth 213% of US GDP.

The difference between these figures represents the US's net international investment

position. In 2024, this was negative to the rune of 90% of GDP. In the last ten years alone,

the net position has deteriorated by 50% of GDP (Chart 2).
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Chart 2 - US owes rest of the world 90% of GDP, on net

US net international investment position in % of GDP, annual data.
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One driver of this development is the persistent surpluses in the US financial account.

Cumulative capital account surpluses amounted to $6.5 trillion in the ten-year period

from 2015 to 2024. However, the net investment position of the US deteriorated by $18.6

trillion during this period. Other factors therefore also play a role:

• The US stock markets have performed significantly better than their foreign

counterparts. The MSCI USA rose by around 225% in the ten years to the end of 2024,

three times as much as the MSCI excluding the USA. As a result, foreign stock market

investments in the USA rapidly gained in value.

• The dollar has become significantly stronger. The Fed's broad dollar index has gained

nearly 14% since 2015. This means that Americans suffer FX losses on investments

abroad, even if these are stable in domestic currency. This widens the gap between the

US's international assets and liabilities.

Portfolio investments are the largest item...
More than half of foreign investments in the United States are portfolio investments, i.e.

the purchase of securities. At the end of 2024, foreigners held US equities or investment

fund shares worth $18.4 trillion. In addition, there were debt securities, such as US

government bonds, worth $14.6 trillion. This brought the total value of foreign portfolio

investments to $33 trillion (Chart 3). This corresponded to 113% of US GDP.

By contrast, US investors held just under $16 trillion (54% of GDP) in portfolio

investments abroad. At $12.1 trillion, equities and investment funds accounted for a

significantly larger share than the just under $3.8 trillion in debt securities.
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Chart 3 - Foreigners love to invest money in the "safe haven" US

US foreign assets and liabilities in billion dollars, data for 2024
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... and Americans invest much more profitably
Is the strongly negative net investment position a problem for the US? After all,

international liabilities amount to 62 trillion dollars, compared with only 33 trillion dollars

in assets. Here, it is worth taking a look at the returns on investment. In 2024, Americans

earned 1.5 trillion dollars on their international investments, while foreigners earned only

1.4 trillion dollars on their investments in the US. In other words, Americans achieved

roughly twice the return on their international assets.

One reason for this is that bonds play a comparatively large role in foreign portfolio

investments in the US; security clearly takes precedence over returns here. In contrast,

US investors are much more focused on equities. In addition, Americans earn higher

returns on their direct investments [1].

The situation would only become critical for the US if the ‘income balance’ on

international investments also turned negative. Most recently, net income here amounted

to around 0.3% of GDP. Although this is significantly less than between 2008 and 2018, it

is not too far below the net income in previous years (Chart 4).
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Chart 4 - Americans make more profits on their international assets than foreigners on

US investments

US net income from international investments in % of GDP, quarterly data
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What if foreigners lose confidence in the United States?
The US capital market is the linchpin of the global financial system. Its enormously liquid

markets are a receptive reservoir for global savings. This is also the result of decades of

trust built up among international investors. What happens if this trust is undermined by

the policies of the US government?

The worst-case scenario – a full-blown balance of payments crisis (in effect an ‘emerging

market’ crisis) – is unlikely to be the result. After all, the US is essentially indebted abroad

in its own currency; dollar investments were precisely what attracted foreign investors.

The US will not run out of dollars to pay their dues.

Massive shifts by foreign investors, i.e. a flight from the dollar, are also unlikely. After all,

these investors face the problem that there is no other financial market with sufficient

capacity to absorb trillions of dollars.

However, it seems possible that foreign investors will hesitate to provide the US with

new funds on the same scale as before. The Treasury securities issues required by the

persistently high government deficits might then only be sold at higher interest rates due

to reduced foreign demand.

The most likely consequence of a crisis of confidence would probably be a falling dollar.

This would make US exports more competitive on the world market and imports more

expensive for Americans. The current account deficit would subsequently decline,

enabling Americans to get by with lower financial inflows. Such a rebalancing of

international financial and trade flows would be unlikely to occur without significant

market turmoil.

[1] The shift of US corporate profits to low-tax jurisdictions abroad is likely to play a role given the high returns on direct investment. (back to text)
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