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Key takeaways

- The US runs substantial current account and budget deficits but remains one of the
richest countries in the world today. Its continuing ability to attract capital and
generate wealth has been helped by the country’s central role in the post-WW2
economic order.

- Worries that changes in the global economic order would now lead to lower US
capital inflows have not yet materialized to a meaningful extent.

- Moreover, increasing US productivity and return on equity (RoE), boosted by its tech
dominance, provide further compelling reasons to invest in the US. The difference
between this RoE and the natural rate of interest is now the new relevant “Wicksell
spread”.

- Continued inflows will allow the US to bring forward future consumption and
investment and will make it difficult for policy intervention to reduce US deficits or
sustainably lower the value of the USD.

Introduction

The US economy presents an obvious paradox. It does not score highly on many of the
usual indicators of economic health but the US remains one of the richest countries in
the world today. Foreign investors remain willing to buy US assets and the US is still
under no real pressure to bring its external or budgetary imbalances under control.

How can we reconcile the US’s economic imbalances with its continued ability to
attract foreign capital and generate wealth? The answer, we would argue, is to look at
the US in an international context.

This report starts with the historical background. We first briefly survey the post-WW2
development of the global economic and political order, and the ways that this
favoured the US economy and its currency for many decades — long after the ending of
the Bretton Woods system in 1973. Despite the dilution, in relative terms, of US
economic power (at least as measured by the secular decline of the US economy’s share
of global GDP) and the emergence of new geopolitical rivals (i.e. China), the USD
remains the dominant global currency and this has bolstered demand for US assets.

Until recently, the US role in the international financial system and its resulting appeal
for foreign investors, made it possible for it to enjoy risk-free market interest rates that
were below its estimated natural rate of interest . In recent years this “Wicksell spread”
appears to have narrowed but we would argue that now the more meaningful
comparison is between the natural rate of interest and the US firms’ return on equity
(ROE), for reasons we discuss later in the report. As a result, US assets remain very
attractive for foreign investors and US deficits remain financeable.

Sustained US deficits show a country that is, fundamentally, living beyond its means.
These differentials help explain investors’ confidence, as implied by their continuing US
asset purchases, in the longer-term outlook for the US economy. As noted above, for
many years, the US’s central role in the international financial system encouraged other
countries to purchase US Treasuries as a “safe haven” investment and for currency
reserves More recently, investors in the US appear to have been attracted instead by
the high return on equity (RoE) of US companies, particularly in the technology sector.

Foreign investors have therefore for several decades greatly supported the US
economy, whether it be through US debt purchases or FDI making up for a shortfall in
domestic investment. But the potential future fickleness of these foreign investors —
whether manifest through reductions in their holdings of US debt or slowing inflows of
FDI - also constitutes a risk to the US economy.

In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the US. No
assurance can be given that any forecast or target can be achieved. Forecasts are based on assumptions, estimates, opinions and hypothetical
models which may prove to be incorrect. Past performance is not indicative of future returns. Performance refers to a nominal value based on price
gains/losses and does not take into account inflation. Inflation will have a negative impact on the purchasing power of this nominal monetary value.
Depending on the current level of inflation, this may lead to a real loss in value, even if the nominal performance of the investment is positive.
Investments come with risk. The value of an investment can fall as well as rise and you might not get back the amount originally invested at any

pointin time. Your capital may be at risk. This document was produced in July 2026.


https://www.deutschewealth.com/en/insights.html

Deutsche Bank
Chief Investment Office

02

Many in the US are therefore concerned about the extent of the deficits (note, for
example, Fed Chair Powell’s comments after the January 2026 FOMC meeting) and a
range of policies have been implemented or proposed with the aim of reducing them —
while maintaining the central global role of the USD. Will these US policies work? We
look at the issues around several policies and proposals which are relevant to current
account and budget deficit reduction: tariffs, managing the value of the USD, the so-
called “Pennsylvania plan” and the Genius Act. In short, we remain sceptical about
whether these policies will deliver all the results that their advocates expect.

But, in conclusion, the most important reason that these policies will struggle to have
an impact on US deficits can be deduced from understanding why the US economy can
continue to attract foreign investment. Productivity and thus RoE in the US are higher
than in any other industrialized country meaning that investment in the US economy
continues, albeit increasingly into US firms’ equity rather than US Treasuries. Continued
investment in US industry seems likely to result in further US productivity gains,
reinforcing this “virtuous cycle”. Moreover, investments require USD, which is why the
dollar is unlikely to weaken much further.

The historical background

The US has shown a persistent current account deficit for decades ( 1). In 2024 it was
equivalent to almost 4% of current price US GDP. The current account deficit is driven
by a substantial deficit on physical goods, which more than offsets surpluses on services
and investment income. Other evidence of US economic imbalances - in particular, of
excess consumption — can be found in the federal government budget, in deficit every
year since 2001 and now running at an annual rate of around USD1.8 trillion.

Nonetheless, the US has, so far, had very few problems in funding such deficits with
foreign investors showing continued willingness to buy US assets. Financial markets
have not put the US under any real pressure to bring these deficits under control. Why
is this?

The unique role of the USD has played a major role in facilitating the increase in US net
debt. The dollar’s central position in the Bretton Woods system (from 1944), along with
its importance in the global oil trade (see next page), quickly confirmed it as the key
currency for international trade and finance in the second half of the 20th century.

Holding dollar-denominated deposits became a natural choice for foreign investors and
since internationally traded goods were priced and invoiced in dollars, these dollar
deposits were seen as likely to be valuable in the future even if exchange rates changed
(Gopinath and Stein 2018).

Dollar dominance in turn incentivised other countries’ central banks to accumulate
dollar-denominated “safe” assets, particularly US Treasury bonds, as emergency
reserves. Awareness of the US’s enormous geopolitical and financial leverage - the
country that controls the cross-border payments controls the economic activity in the
world - also underpinned this demand for dollar-denominated assets. Studies have
linked, for example, countries’ willingness to hold USD reserves to the existence of
military alliances with the US (Eichengreen, Mehl and Chitu 2017).
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1: US current account remains firmly in deficit
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Source: OECD, Deutsche Bank AG. Data as of July 3, 2026.

US policy engagement in the global economy has been both planned and
opportunistic. The Bretton Woods agreement, concluded in July 1944, was ostensibly
multilateral (if heavily steered by the US) and carefully formalised. But subsequent
developments — for example the historic meeting between US President Franklin D.
Roosevelt and Saudi King Ibn Saud in February 1945 aboard the cruiser USS Quincy -
were often bilateral and less carefully scripted. The USS Quincy meeting, for example,
did not result in a formal, written agreement on the exclusive use of USD for the oil
trade. Instead, an informal but far-reaching strategic partnership was sealed with a
handshake: US security for Saudi Arabia in exchange for oil, invoiced in USD. The
dominance of the USD in oil and commodity trading, as noted above, helped establish
the USD's global supremacy, as all countries had to hold USD to be able to buy oil and
other commodities on the world markets. (Only recently has the USS Quincy agreement
started to fray around the edges, with a separate 2025 agreement making it possible for
China to now buy some oil using CNYUSDbly, the 1945 acccord has now half a century
longer than the currency elements of Bretton Woods.)

Other policy shifts over the last eight decades also remind us that President Trump’s
concerns about the US’s external situation have long historical roots and have often
been prompted by real systemic concerns. France’s decision to turn its surplus USD
holdings in the late 1960s into gold under Bretton Woods convertibility put pressure,
for example, not just on the international financial system and but also on the financial
situation of President Johnson’s administration (Eichengreen 2004). Seeking to counter
these and other risks, President Nixon acted in August 1971 to end the US obligation for
direct convertibility of the USD into gold by foreign central banks (the “Nixon Shock”);
by 1973 a system of flexible exchange rates was in place. The US Treasury
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Secretary John Connally had famously uttered the phrase "The dollar is our currency,
but it's your problem" at a meeting of G10 finance ministers in Rome in 1971. This
warning still holds true today.

Current US concerns also reflect an appreciation that the global geopolitical and
economic balance is changing and that this may erode the ability of the US to attract
foreign capital inflows at current levels in future. In relative terms, the US’s economic
power has waned while China and other emerging economies’ influence in the world
has grown; its geopolitical power has also declined. If this encourages foreign creditors
to reduce holdings of US Treasuries, yields on these would be expected to rise (see for
example IMF 2023) with implications for the cost of servicing the US’s accumulated net
foreign debt. Being the world’s largest debtor comes with other risks and limitations on
policy action: changes in the exchange rate between the dollar and foreign creditors’
currencies, for example, appear to have become more impactful on investors’ desire to
hold US assets as the US has become more indebted. USD strength, with its perceived
impact on US exports and thus US jobs, has also become one way in which current
global economic relations may be seen as “unfair” to the US.

O 3 The natural rate of interest
Are such worries overdone? A different perspective on foreign creditors’ willingness to

lend to the US can be gained through a concept first unveiled by the Swedish
economist Knut Wicksell in 1898: the natural (sometimes referred to as the “neutral”)
rate of interest. Wicksell sought to explain macroeconomic imbalances through market
interest rate differentials relative to this natural rate.

The natural rate of interest is now generally defined as the real interest rate level in an
economy which would put aggregate savings and investment in equilibrium: this is the
rate which would best support maximum output and employment while keeping
inflation constant. (Other variables may also be considered as appropriate to the
prevailing economic situation.) Wicksell’s insight (still true, 127 years on) was to realise
that if the risk-free market rate falls below the natural interest rate, borrowing becomes
cheap and saving less attractive, leading to increased investment activity, declining
savings, and higher inflation. A market rate which was above the natural interest rate
would have the opposite effect.

What is interesting is when market and estimated natural rates of interest diverge for an
extended period of time without the unwelcome side-effects noted above. And, as
Figure 2 shows, for most of the last two decades US real risk-free market interest rates
(as measured by 5-year Treasury Inflation Protected Securities, TIPS) have been below
the estimated US natural rate of interest (commonly referred to as R-star or r*). This
supports the argument above that for much of the post-WW?2 period, the US’s global
role has helped it attract capital inflows, keeping rates on Treasury securities lower than
might otherwise have been expected.

More recently, an additional reason to invest in US assets has moved centre-stage -
rising US productivity, which has outstripped growth in productivity in other developed
economies (Figure 3), and one related result, an increasing differential between US
return on equity (RoE) and RoE in other markets. Figure 4 illustrates with RoE estimates
for some stock market indices. Such estimates can vary depending on the point of the
investment cycle, and/or the index chosen, but the following broad RoE ranges are
suggested: US 13-18% RoE, Europe (Eurozone): c. 8-12%, Japan c. 5-10% and emerging
markets: mostly 10-15% (but more volatile).
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Figure 2: The US natural rate of interest vs. US 5-year TIPS yields
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* Federal Reserve Bank of New York; Holston, Laubach and Williams model.
Source: LSEG Datastream, Federal Reserve Bank of New York, Deutsche Bank AG. Data as of July 3, 2026.

Figure 3: US productivity growth outstrips that in Eurozone and Japan
GDP per hour worked (USD, PPP converted, Chain linked volume (rebased), 2020)
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Source: OECD, Deutsche Bank AG. Data as of July 3, 2026.

In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the US. No
assurance can be given that any forecast or target can be achieved. Forecasts are based on assumptions, estimates, opinions and hypothetical
models which may prove to be incorrect. Past performance is not indicative of future returns. Performance refers to a nominal value based on price
gains/losses and does not take into account inflation. Inflation will have a negative impact on the purchasing power of this nominal monetary value.
Depending on the current level of inflation, this may lead to a real loss in value, even if the nominal performance of the investment is positive.
Investments come with risk. The value of an investment can fall as well as rise and you might not get back the amount originally invested at any
pointin time. Your capital may be at risk. This document was produced in July 2026.


https://www.deutschewealth.com/en/insights.html

Deutsche Bank
Chief Investment Office

Figure 4: US RoE moves further ahead of other regions’
NTM Return on Equity (NTM EPS/ NTM BPS)
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Source: LSEG Datastream, Deutsche Bank AG. Data as of July 3, 2026.

The tech sector, and the US prominence here, appears to have played a large part in
increasing these differentials between US RoE and other developed economies. Figure
5 provides a global perspective of the impact of tech on global RoE.

We would argue therefore that the relevant “Wicksellian” key differential now is not
between the natural rate of interest and the risk-free capital market rate, but instead
between the natural rate of interest and overall capital market returns. This is
probably more comparable to companies’ “cost of capital”, i.e. the rate of return they
must earn on investments to generate any value. This “cost of capital” depends on the
sources of funding that a company uses, both debt and equity. Calculation of the cost
of debt is impacted by the difference between interest paid vs. the risk-free rate (see
above) in addition to tax rates etc. But, in this context, return on equity may play a more
significant role. This is calculated by the Capital Asset Pricing Model (CAPM) which
takes the return on a risk-free asset (e.g. Treasury bonds) and adds on the difference
between this and the expected stockmarket rate of return, adjusted for beta (the return
risk). The basic condition for investment is that return on equity must exceed the cost of
equity to create value. In the current US situation, high levels of return on equity
appear to be well above the estimated natural rate of interest (the light blue line in
Figure 2)), leading to increased investment. In this context, everything else being equal,
it is rational to take on debt in order to finance investment in high RoE sectors, e.g. Al.

The result is that foreign investors, even if they are less convinced of the need to invest
in US Treasuries than they might have been a few decades ago, now have an
increasingly compelling economic argument to invest in US risk assets. The high RoE
available on some US sectors (e.g. tech) now complementing or, to some degree,
supplanting the structural/geopolitical factors which have so far supported inward
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investment in the US during the post-WW?2 period. To oversimplify: you could argue
that US deficits are, in effect, being increasingly funded by its tech sector.

There are some necessary caveats around this. Productivity measures vary, as do
measures of return on equity (see above). Natural rate of interest forecasts are also
subject to many factors (e.g. inflation, national savings, demographics, government
deficits etc.) and would seem likely to eventually be boosted by higher rates of
productivity. (See academic studies of this relationship before the pandemic, e.g.
Rachel and Smith 2017).

But the current gap between US RoE and the natural rate of interest seems sufficient to
provide a buffer to cover some movement in either or both of these components.
Moreover, the process for attracting investment is likely to be self-reinforcing: countries
with relatively high productivity and economic growth (e.g. the US, in comparison with
other developed market economies) will create more investment opportunities and thus
a further demand for capital.

Looking at the US deficits in this way provides a rather different, and more positive,
rationale for their existence. The conventional interpretation of the US deficits is that
they show the US is persistently living beyond its means on borrowed money which will
eventually have to be repaid. This remains fundamentally true but the point now is that
investors are happy to fund US deficits not only because of the US’s central position in
the world order, but also because the US is able to offer higher returns on investment
than other possible investment destinations. If the higher returns on offer reflect higher
US productivity and corporate and technological successes, as they appear to do,
deficits may be more a sign of US success than failure.

US deficits can also be seen as a way, in effect, of shifting consumption from the future
to the present - intertemporal consumption smoothing. But the current regime also
allows US corporate investment to be brought forward, something that is likely to be
particularly important to meet high levels of projected Al and other tech investment.
The willingness of foreign investors to supply the funds to do this is implicitly founded
on their confidence that the US will continue to outgrow the rest of the world over the
long term, despite any concerns about its short-term domestic economic management
— a belief that is encouraged by the US's current dominance in artificial intelligence (Al).

Figure 5: The tech sector’s impact on global RoE
NTM Return on Equity (NTM EPS/ NTM BPS)
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Source: LSEG Datastream, Deutsche Bank AG. Data as of July 3, 2026.
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Will US policy proposals work?

Nonetheless, various policies have been implemented or are proposed for dealing with
the US current account and budget deficits, the value of USD and the extent of foreign
ownership of US government debt — all deeply intertwined problems.

US tariffs policy is most fully executed so far, with a wide range of tariffs introduced
and then further refined after “Liberation Day” on April 2. The US administration intends
to use higher tariffs to increase customs revenues, so providing one way of narrowing its
fiscal deficit (and thus borrowing requirements). But it also wants to use tariffs to
reduce the volume and (ex-tariff) value of imports, with the aim of reducing the US’s
external imbalance on merchandise trade and, ultimately, of bringing industrial jobs
back to the US.

Initial estimates from the US Treasury Department do indeed suggest higher tariff
revenues in fiscal year 2025 (which ended on September 30) but the medium and long-
term impacts of tariffs on this on the US fiscal deficit remain unclear. While import
tariffs might (on their own, everything else being equal) reduce the federal borrowing
over the next 10 years, the risk remains that combined impact of the tariffs imposed by
the US and its trading partners could reduce US domestic investment and productivity
and thus stunt the US economy. The key point remains that the cost of tariffs will be
borne predominantly by US companies and consumers, not by foreign exporters to the
us.

For tariffs to have a positive impact on the second issue, the US trade balance, they
would need to reduce the value of imports relative to the value of exports — and both
price and volume trends will be important here. Empirical studies on the impact of the
2018 trade war between the United States and China show that tariffs imposed during
this period led to increased import prices as well as resulting in a significant reduction in
the volume of imports and exports targeted by higher tariffs. (Fajgeholm et al. 2018;
Amiti et al. 2019; Bonk and Larkou 2025). Likely long-term trends from recent tariffs
may become clearer in coming months, but our general view is that the effects of tariffs
on the overall level of imports may be less than some initially expected.

Industrial production in the US has stagnated since 2005 while it has risen by over 55%
in the rest of the world. The loss of industrial jobs is also not unique to the US: the well-
known Elephant Curve can be used to show that the loss of industrial jobs is affecting
the income growth in the lower middle class in many developed economies. This
graphical interpretation, which was first published by economists Christoph Lakner and
Branko Milanovic in 2013 (see References below), in effect shows which income groups
benefited most from globalization over the 1988-2008 period. The graph resembles an
elephant facing right, when seen from the side: the x-axis of the chart shows income
percentiles and the y-axis shows the increase in real income over the period for the
income percentiles. In summary, the global rich (the very top percentiles) benefited
greatly from globalization (the upward slope at the end of the elephant’s trunk); the
poor, generally in Asia, also benefited (the elephant’s tail) although the very poorest did
not; and that there was stagnation in incomes around the 80t-90t global income
percentiles — a range which covers the lower middle class in the richer developed
economies.

But there is a separate question about how much Americans really want these industrial
jobs back. Even today, according to the National Association of Manufacturers, 500,000
manufacturing jobs remain unfilled and this number is projected to reach 1.9 million by
2033). Since 2015, more workers have left the manufacturing sector voluntarily than
have been laid off. As the Cato Institute says, Americans may love the concept of
industrial jobs but don't want to work in them themselves.
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Figure 6: Declining US dominance of global FX reserves
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Note: As per the IMF, international reserves are external assets that monetary authorities have readily available
and control to meet balance of payments financing needs, intervene in exchange markets to influence their
currency's rate, and for other related purposes.

Source: LSEG Datastream, Deutsche Bank AG. Data as of July 3, 2026.

Other recent US policy proposals and actions are more specifically focused on
managing the USD exchange rate, ensuring the US’s continued dominance of the
global exchange rate system and reducing foreign purchases of US government debt.

In November 2024, the economist Stephen Miran (now the Chair of the Council of
Economic Advisors and a Federal Reserve governor), proposed a Mar-a-Lago Accord,
the name inspired by past official exchange rate interventions, such as the Plaza Accord
in 1985 or Louvre Accord in 1987. This would have addressed the challenges around
deficits and higher interest rates by coordinating a currency realignment, extending the
duration of the US Treasuries held as foreign reserves (to reduce the impact of interest
rates), and by using tariffs, or the threat of them, as leverage to encourage other
countries to participate and adjust (i.e. appreciate) their supposedly undervalued
currencies. But, perhaps due to worries about the real extent of US geopolitical
influence and the declining share of official dollar-denominated reserves in total global
foreign reserve holdings (Figure 6 above), such dollar management plans appear to be
off the policy table for now. A sustained dollar depreciation would also hold
significant risks for the US economy as it would likely make dollar assets less attractive
to the financial markets (as they would expect their value to fall further) and the US
would therefore have to offer higher interest rates to encourage markets to hold them.

In a sense, this is an updated version of the dilemma first recognised by economist
Robert Triffin in 1960. He had then argued that continued US deficits on the current
account, and the subsequent expansion of stock of USD held overseas, would ultimately
threaten the US’s ability to convert dollars into gold under the Bretton Woods
agreement — which they eventually did in 1971. This time around, the dilemma is that
any operation to reduce the value of the USD could change investor perceptions of
intrinsic USD strength (still prevalent, after more than fifty years of floating exchange
rates) and might therefore remove from the US its past privilege
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based on this to borrow at lower interest rates than the rest of the world. Discussions
around the Mar-o-Lago proposals, for example contributed to weakening of the USD in
the first half of 2025, with investors and central banks purchasing fewer US Treasuries.
Higher yields were only avoided by a slowing economy and the Fed ending quantitative
tightening.

Another possible approach to improving the US’s external debt imbalances, often
dubbed the “Pennsylvania plan”, would be to incentivise domestic long-term Treasury
buying to reduce the reliance on foreign creditors. Incentives could include tax
advantages for holding longer-term Treasuries, regulatory changes to exempt US
Treasuries investment from certain banking requirements and making US residents’
retirement plans purchase more US Treasuries. This too would have implications for the
USD.

Worries about the future importance of the USD, and thus economic power of the US,
can also be seen as one driver behind the 2025 US Stablecoins Act (the GENIUS Act). At
present 98% of stablecoins in circulation, by market capitalisation, are linked to the USD
and GENIUS Act aims to ensure that US lead on stablecoins is both preserved and
formalized. Key provisions include requirements on stablecoin being backed by (US
currency) liquid reserves, so potentially increasing the demand for USD. However, while
the stablecoin legislation may have some success in maintaining future US currency
dominance, it could also expose the US to a range of other risks, for example around
changing demand for US Treasury holdings to provide the required reserves for stable
coin issuance.

Conclusion: Wicksell redux

The US paradox - its ability to run sustained current account and budget deficits, while
remaining one of the richest countries in the world today — cannot be ascribed only to
its central role in the global economic order over the last 80 years. In the last few years,
investor interest in the US, and thus its ability to sustain deficits, has also been
supported by the country’s relatively high productivity growth and high return on
equity, largely the result of the country’s successful technology sector and dominant
position in artificial intelligence (Al).

Even so, political debate continues in the US on policy initiatives (e.g. tariffs) and other
proposals designed to reduce the deficits and also restore some control over the value
and international role of the USD. Deficits create external vulnerabilities and US
politicians may also see elements of the current global economic order as unfair to their
country. However, some of these policies implemented or proposed contain significant
risks and we are sceptical about whether they can achieve all their claimed outcomes.

It is always useful to look beyond the politics and consider the economic fundamentals.
The insights of economists of previous eras remain useful here. As we noted earlier in
this report, Knut Wicksell, a Swedish economist who spanned the late 19t and early
20th centuries, was the first to argue that we should focus on the “natural rate of
interest” — the real interest rate level in an economy which would put aggregate savings
and investment in equilibrium — and understand the causes and consequences of actual
rates diverging from this natural rate. In the past, the usual focus has been on the
divergence between this natural rate and risk-free market rate (the so-called
“Wicksell spread”). But, in the case of the US, we could argue that the focus should
instead be on the high existing spread between the natural rate and return on equity
(RoE). With this now providing a compelling case for continued investment in important
parts of the US economy, the measures implemented or being considered by the
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current US administration — tariffs, stable coins or official exchange rate interventions -
are likely to have only a limited impact on the size of US fiscal and current account
deficits. Moreover, the need to fund these elevated fiscal deficits and debt will also
make the USD more difficult to weaken, limiting the extent of an expected fall in the
value of the currency (we forecast EUR/USD 1.22 at end-June 2027). The US economy
can therefore be seen, in some ways, as both a gainer and a victim of its own success.
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Glossary

A country’s balance of payments records the balance of all economic transactions between residents and
non-residents. It consists of the current account, financial account and capital account.

The Bretton Woods system was a post-WW?2 international monetary system, signed by 44 countries in 1944,
which tied other countries’ currencies against the USD at fixed exchange exchange rates, pegging the USD to
gold at a fixed price and guaranteeing convertibility. The system ended in 1971, when the US suspended the
convertibility of USD into gold.After a serices of dollar devaulations, the main industrialised economies
allowed their dollar exchange rates to float in 1930.

The current account records transactions arising from foreign trade (goods and services), income/payments
(e.g. on investment and earnings) and transfers.

A country’s financial account tracks transactions that arise from selling and purchasing financial assets as
well as official reserve transactions.

International reserves are assets denominated in foreign currencies held by a national central bank, often
intended to provide a buffer against unexpected external shocks to to underpin monetary and exchange rate
policy.

The market rate generally refers to the rate of interest paid on cash deposits.

The Mar-a-Lago Accord refers to a policy initiative that proposed a mix of trade and foreign policies to
address the large fiscal and current account deficits of the United States. Introduced by a chairman of the
Council of Economic Advisers under President Donald J. Trump and a Federal Reserve Board Member,
Stephen Miran.

The natural interest rate is the real interest rate level that would support an economy at full employment
without inflationary pressure. Itbrings aggregate savings and investment into equilibrium.

Net international investment position is the difference between a country’s claims and liabilities to
foreigners.

The Pennsylvania Plan refers to policy that aims to incentivise domestic long-term US sovereign bond buying
to reduce reliance on foreign creditors.

Potential output level refers to the highest level of a country’s economic output (i.e. GDP) that can be
sustained over time, where productive resources are used efficiently with no upward pressure on inflation.

A safe asset is considered not to have a high risk of losing its value at some point in the market cycle. US
sovereign bonds have historically been considered as a safe asset.

A stablecoin is a cryptocurrency that maintains a steady value against a fiat currency or other assets.

Total factor productivity measures the ratio of aggregated output to aggregated inputs. Economic growth
can be boosted by an increase in total factor productivity as well as greater labour or capital inputs.

In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the US. No
assurance can be given that any forecast or target can be achieved. Forecasts are based on assumptions, estimates, opinions and hypothetical
models which may prove to be incorrect. Past performance is not indicative of future returns. Performance refers to a nominal value based on price
gains/losses and does not take into account inflation. Inflation will have a negative impact on the purchasing power of this nominal monetary value.
Depending on the current level of inflation, this may lead to a real loss in value, even if the nominal performance of the investment is positive.
Investments come with risk. The value of an investment can fall as well as rise and you might not get back the amount originally invested at any
pointin time. Your capital may be at risk. This document was produced in July 2026. 15


https://www.deutschewealth.com/en/insights.html

Deutsche Bank
Chief Investment Office

Appendix

/

Important note

General

This document may not be distributed in Canada or Japan. This document is being circulated in good faith by
Deutsche Bank Aktiengesellschaft, its branches (as permitted in any relevant jurisdiction), affiliated
companies and its officers and employees (collectively, “Deutsche Bank”).

This document is for your information only and is not intended as an offer, or recommendation or solicitation
of an offer to buy or sell any investment, security, financial instrument or other specific product, to conclude
a transaction, or to provide any investment service or investment advice, or to provide any research,
investment research or investment recommendation, in any jurisdiction. The information contained herein
does not replace advice tailored to the individual circumstances of the investor.

All materials in this document are meant to be reviewed in their entirety.

If a court of competent jurisdiction deems any provision of this disclaimer unenforceable, the remaining
provisions will remain in full force and effect. This document has been prepared as a general market
commentary without consideration of the investment needs, objectives or financial circumstances of any
particular investor. Investments are subject to market risks which derive from the instrument or are specific to
the instrument or attached to the particular issuer. Should such risks materialise, investors may incur losses,
including (without limitation) a total loss of the invested capital. The value of investments can fall as well as
rise and an investor may not recover the amount originally invested at any point in time. This document does
not identify all the risks (direct or indirect) or other considerations which may be material to an investor when
making an investment decision.

This document and all information included herein are provided “as is”, “as available” and no representation
or warranty of any kind, express, implied or statutory, is made by Deutsche Bank regarding any statement or
information contained herein or issued in conjunction with this document. To the extent permissible under
applicable laws and regulations, Deutsche Bank makes no representation as to the profitability of any
financial instrument or economic measure. All opinions, market prices, estimates, forward-looking
statements, hypothetical statements, forecast returns or other opinions leading to financial conclusions
contained herein reflect Deutsche Bank’s subjective judgment as of the date of this document. Without
limitation, Deutsche Bank does not warrant the accuracy, adequacy, completeness, reliability, timeliness or
availability of this document or any information contained herein and expressly disclaims liability for errors or
omissions herein (if any). Forward-looking statements involve significant elements of subjective judgments
and analyses and changes thereto and/or consideration of different or additional factors could have a
material impact on the results indicated. Therefore, actual results may vary, perhaps materially, from the
results contained herein.

Unless otherwise indicated in this document, all statements of opinion reflect the current assessment of
Deutsche Bank, which may change at any time. Deutsche Bank does not assume any obligation to either
update the information contained in this document or inform investors about available updated information.
The information contained in this document is subject to change without notice and based on a number of
assumptions, estimates, opinions and hypothetical models or analyses which - although from the Bank’s
current point of view are based on adequate information — may not prove valid or turnout in the future to be
accurate or correct and may be different from conclusions expressed by other departments within Deutsche
Bank. Although the information contained in this document has been derived from sources that Deutsche
Bank considers trustworthy and reliable, Deutsche Bank does not guarantee the completeness, fairness, or
accuracy of the information and it should not be relied upon as such. This document may provide, for your
convenience, references to websites and other external sources. Deutsche Bank takes no responsibility for
their content and their content does not form any part of this document. Accessing such external sources is
at your own risk.

To the extent permissible under applicable laws and regulations, this document is for discussion purposes
only and is not intended to create any legally binding obligations on Deutsche Bank and Deutsche Bank is not
acting as your financial advisor or in a fiduciary capacity, unless otherwise expressly agreed by Deutsche Bank
in writing. Before making an investment decision, investors need to consider, with or without the assistance of
a financial professional, whether any investments and strategies described or provided by Deutsche Bank are
appropriate in light of the investor’s particular investment needs, objectives, financial circumstances or the
possible risks and benefits of such investment decision. When making an investment decision, potential
investors should not rely on this document but only on what is contained in the final offering documentation
relating to the investment. As a global financial services provider, Deutsche Bank from time to time faces
actual and potential conflicts of interest. Deutsche Bank’s policy is to take all appropriate steps to maintain
and operate effective organizational and administrative arrangements to identify and manage such conflicts.

Deutsche Bank does not give tax or legal advice, including in this document, and nothing in this document
should be interpreted as Deutsche Bank providing any person with any investment advice. Investors should
seek advice from their own tax experts, lawyers, and investment advisers in considering investments and
strategies described by Deutsche Bank. Unless notified to the contrary in a particular case, investment
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instruments are not insured by any governmental entity, not subject to deposit protection schemes and not
guaranteed, including by Deutsche Bank. This document may not be reproduced or circulated without
Deutsche Bank’s express written authorization. Deutsche Bank expressly prohibits the distribution and
transfer of this document to third parties. Deutsche Bank accepts no liability whatsoever arising from the use
or distribution of this document or for any action taken or decision made in respect of investments mentioned
in this document which the investor may have made or may make in the future.

The manner of circulation and distribution of this document may be restricted by law or regulation in certain
countries, including, without limitation, the United States. This document is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country, or other jurisdiction where such distribution, publication use would be contrary to law or regulation
or which would subject Deutsche Bank to any registration or licensing requirement within such jurisdiction
which is not currently met. Persons into whose possession this document may come are required to inform
themselves of, and to observe, such restrictions. Past performance is no guarantee of future results; nothing
contained herein shall constitute any representation, warranty, or prediction as to future performance.
Further information is available upon request.

Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal
Republic of Germany with its head office in Frankfurt am Main. It is registered with the district court
(“Amtsgericht”) in Frankfurt am Main under number HRB 30 000 and licensed to carry out banking business
and to provide financial services. Deutsche Bank AG is supervised by the European Central Bank (“ECB”),
Sonnemannstrasse 22, 60314 Frankfurt am Main, Germany (www.ecb.europa.eu) and the German Federal
Financial Supervisory Authority (“Bundesanstalt fiir Finanzdienstleistungsaufsicht” or “BaFin”),
Grauheindorfer Strasse 108, 53117 Bonn and Marie-Curie-Strasse24-28, 60439 Frankfurt am
Main(www.bafin.de), and by the German Central Bank (“Deutsche Bundesbank”), Wilhelm-Epstein-Strasse 14,
60431 Frankfurt am Main (www.bundesbank.de).

This document has neither been submitted to nor reviewed or approved by any of the above or below
mentioned supervisory authorities.

This document was generated or edited with the support of artificial intelligence (Al). It was reviewed by
responsible employees of Deutsche Bank’s Chief Investment Office.

For Residents of the United Arab Emirates

This document is strictly private and confidential and is being distributed to a limited number of investors
and must not be provided to any person other than the original recipient and may not be reproduced or used
for any other purpose. By receiving this document, the person or entity to whom it has been issued
understands, acknowledges and agrees that this document has not been approved by the UAE Central Bank,
the UAE Securities and Commodities Authority, the UAE Ministry of Economy or any other authorities in the
UAE. No marketing of any financial products or services has been or will be made from within the United Arab
Emirates and no subscription to any funds, securities, products or financial services may or will be
consummated within the United Arab Emirates. This does not constitute a public offer of securities in the
United Arab Emirates in accordance with the Commercial Companies Law, Federal Law No. 2 of 2015 (as
amended from time to time) or otherwise. This document may only be distributed to "Professional Investors”,
as defined in the UAE Securities and Commodities Authority’s Rulebook on Financial Activities and
Reconciliation Mechanism (as amended from time to time).

For Residents of Kuwait

This document has been sent to you at your own request. This presentation is not for general circulation to
the public in Kuwait. The investments described herein have not been licensed for offering in Kuwait by the
Kuwait Capital Markets Authority or any other relevant Kuwaiti government agency. The offering of any
investments in Kuwait on the basis a private placement or public offering is, therefore, restricted in
accordance with Decree Law No. 31 of 1990 and the implementing regulations thereto (as amended) and Law
No. 7 of 2010 and the bylaws thereto (as amended). No private or public offering of any investments is being
made in Kuwait, and no agreement relating to the sale of any investments will be concluded in Kuwait. No
marketing or solicitation or inducement activities are being used to offer or market any investments in Kuwait.

For Residents of the Kingdom of Saudi Arabia

This document may not be distributed in the Kingdom except to such persons as are permitted under the
Investment Fund Regulations issued by the Capital Market Authority. The Capital Market Authority does not
take any responsibility for the contents of this document, does not make any representation as to its
accuracy or completeness, and expressly disclaims any liability whatsoever for any loss arising from, or
incurred in reliance upon, any part of this document. Prospective subscribers of the investments described
herein should conduct their own due diligence on the accuracy of any information relating thereto. If you do
not understand the contents of this document, you should consult an authorized financial adviser.
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For Residents of Qatar

This document has not been filed with, reviewed or approved by the Qatar Central Bank, the Qatar Financial
Markets Authority, the Qatar Financial Centre Regulatory Authority or any other relevant Qatari
governmental body or securities exchange or under any laws of the State of Qatar. This document does not
constitute a public offering and is addressed only to the party to whom it has been delivered. No transaction
will be concluded in Qatar and any inquiries or applications should be received, and allotments made, outside
Qatar.

For Residents of the Kingdom of Bahrain

This document does not constitute an offer for sale of, or participation in, securities, derivatives or funds
marketed in Bahrain within the meaning of Bahrain Monetary Agency Regulations. All applications for any
investment should be received and any allotments should be made, in each case from outside of Bahrain. This
document has been prepared for private information purposes of intended investors only who will be
institutions. No invitation shall be made to the public in the Kingdom of Bahrain and this document will not
be issued, passed to, or made available to the public generally. The Central Bank (CBB) has not reviewed, nor
has it approved, this document or the marketing of any such securities, derivatives or funds in the Kingdom of
Bahrain.

For Residents of Lebanon

By accepting this documentation, Client hereby represents that (i) this documentation was sent to it by
Deutsche Bank in response to an unsolicited request made by it, (ii) it has or will execute any documents
associated with any transaction described in this document (a "Transaction") outside of the Lebanese
Republicin ajurisdiction in which it is lawful to do the same, (iii) any Transaction entered into shall be deemed
to be concluded and booked outside of the Lebanese Republic in a jurisdiction in which it is lawful to do the
same and (iv) it has entered or will enter into any Transaction for a bona fide commercial purpose and as part
of a sound investment or financial management policy, namely for the purposes of managing its borrowings
or investments, hedging its underlying assets or liabilities or in connection with its line of business and not for
speculative orillegal purposes.

Deutsche Bank has not obtained the authorization of the Central Council of the Central Bank of Lebanon to
market, promote, offer or sell (“offered”) any product pursuant to any Transaction in Lebanon and no such
product is being offered into Lebanon hereby.

For Residents of South Africa

This document does not constitute or form a part of any offer, solicitation or promotion in South Africa. This
document has not been filed with, reviewed or approved by the South African Reserve Bank, the Financial
Sector Conduct Authority or any other relevant South African governmental body or securities exchange or
under any laws of the Republic of South Africa.

For Residents of Belgium

This document has been distributed in Belgium by Deutsche Bank AG acting though its Brussels Branch.
Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal
Republic of Germany and licensed to carry on banking business and to provide financial services subject to
the supervision and control of the European Central Bank (“ECB”) and the German Federal Financial
Supervisory Authority (“BaFin”). Deutsche Bank AG, Brussels Branch, is also supervised in Belgium by the
Financial Services and Markets Authority (“FSMA”, www.fsma.be). The branch has its registered address at
Marnixlaan 13-15, B-1000 Brussels and is registered under number VAT BE 0418.371.094, RPM/RPR
Brussels. Further details are available on request or can be found at www.deutschebank.be.

For Residents of the United Kingdom

This document is a financial promotion as defined in Section 21 of the Financial Services and Markets Act
2000 and is approved by and communicated to you by DB UK Bank Limited. DB UK Bank Limited is a member
of the Deutsche Bank AG group and is registered at Companies House in England & Wales with company
number 315841 with its registered Office at 21 Moorfields, London, United Kingdom, EC2Y 9DB. DB UK Bank
Limited is authorised by the Prudential Regulation Authority and is regulated by the Financial Conduct
Authority and the Prudential Regulation Authority. DB UK Bank Limited’s Financial Services Registration
Number is 140848.

Deutsche Bank Aktiengesellschaft is incorporated in the Federal Republic of Germany and its members’
liability is limited.

For Residents of Hong Kong

This document is intended for Professional Investors in Hong Kong. Furthermore, this document is provided
to the addressee only, further distribution of this document is strictly prohibited. This document and its
contents are provided for information only. Nothing in this document is intended to be an offer of any
investment or a solicitation or recommendation to buy or to sell an investment and should not be interpreted
or construed as such an offer, solicitation, or recommendation.

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are
advised to exercise caution in relation to the investments contained herein (if any). If you are in any doubt
about any of the contents of this document, you should obtain independent professional advice.
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has a copy of this document been registered by the Registrar of Companies in Hong Kong, unless specified
otherwise. The investments described herein may or may not be authorised by the SFC. Any such investment
may not be offered or sold in Hong Kong, by means of any document, other than (i) to “professional investors”
as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (“SFO”) and any rules
made under the SFO, or (i) in other circumstances which do not result in the document being a “prospectus”
as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of
Hong Kong)(the “C(WUMP)O”) or which do not constitute an offer to the public within the meaning of the
C(WUMP)O. No person shall issue or possess for the purposes of issue, whether in Hong Kong or elsewhere,
any advertisement, invitation or document relating to the investments described herein, which is directed at,
or the contents of which are likely to be accessed or read by, the public of Hong Kong (except if permitted to
do so under the securities laws of Hong Kong) other than with respect to investments which are or are
intended to be disposed of only to persons outside Hong Kong or only to “professional investors” as defined
in the SFO and any rules made under the SFO.

For Residents of Singapore

This document is intended for Accredited Investors / Institutional Investors in Singapore. Furthermore, this
document is provided to addressee only, further distribution of this material is strictly prohibited.

For Residents of the United States of America

In the United States, brokerage services are offered through Deutsche Bank Securities Inc., a broker-dealer
and registered investment adviser, which conducts securities activities in the United States. Deutsche Bank
Securities Inc. is a member of FINRA, NYSE and SIPC. Banking and lending services are offered through
Deutsche Bank Trust Company Americas, member FDIC, and other members of the Deutsche Bank Group. In
respect of the United States, see earlier statements made in this document. Deutsche Bank makes no
representations or warranties that the information contained herein is appropriate or available for use in
countries outside of the United States, or that services discussed in this document are available or
appropriate for sale or use in all jurisdictions, or by all counterparties. Unless registered, licensed as otherwise
may be permissible in accordance with applicable law, none of Deutsche Bank or its affiliates is offering any
services in the United States or that are designed to attract US persons (as such term is defined under
Regulation S of the United States Securities Act of 1933, as amended). This United States-specific disclaimer
will be governed by and construed in accordance with the laws of the State of Delaware, without regard to
any conflicts of law provisions that would mandate the application of the law of another jurisdiction.

For Residents of Germany

This information in this document is advertising. The text does not meet all legal requirements to ensure the
impartiality of investment and investment strategy recommendations or financial analyses. There is no
prohibition for the compiler or for the company responsible for the compilation to trade with the respective
financial instruments before or after the publication of these documents.

General information on financial instruments is contained in the brochures "Basic Information on Securities
and Other Investments", "Basic Information on Financial Derivatives" and "Basic Information on Forward
Transactions" which the customer can request from Deutsche Bank free of charge.

For Residents of India

The investments mentioned in this document are not being offered to the Indian public for sale or
subscription. This document is not registered and/or approved by the Securities and Exchange Board of India,
the Reserve Bank of India, or any other governmental/ regulatory authority in India. This document is not and
should not be deemed to be a “prospectus” as defined under the provisions of the Companies Act, 2013 (18
of 2013) and the same shall not be filed with any regulatory authority in India. Pursuant to the Foreign
Exchange Management Act, 1999 and the regulations issued thereunder, any investor resident in India may
be required to obtain prior special permission of the Reserve Bank of India before making investments outside
of India including any investments mentioned in this document.

For Residents of Italy

This report is distributed in Italy by Deutsche Bank S.p.A., a bank incorporated and registered under Italian
law subject to the supervision and control of Banca d’lItalia and CONSOB. Its registered office is located at
Piazza del Calendario 3 — 20126 Milan (Italy) and it is registered with the Chamber of Commerce of Milan,
VAT and fiscal code number 0013407404156, part of the interbank fund of deposits protection, enrolled in
the Bank Register and the head of Deutsche Bank Banking Group, enrolled in the register of the Banking
Groups pursuant to Legislative Decree September 1st, 1993 n. 385 and subject to the direction and
coordination activity of Deutsche Bank AG, Frankfurt am Main (Germany).

For Residents of Luxembourg

This report is distributed in Luxembourg by Deutsche Bank Luxembourg S.A., a bank incorporated under the
laws of the Grand Duchy of Luxembourg in the form of a public limited company (Société Anonyme), subject
to the supervision and control of the European Central Bank (“ECB”) and Commission de Surveillance du
Secteur Financier (“CSSF”). Its registered office is located at 2, boulevard Konrad Adenauer, 1115
Luxembourg, Grand Duchy of Luxembourg and is registered with Luxembourg Registre de Commerce et des
Sociétés (“RCS”) under number B 9.164.

In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the US. No
assurance can be given that any forecast or target can be achieved. Forecasts are based on assumptions, estimates, opinions and hypothetical
models which may prove to be incorrect. Past performance is not indicative of future returns. Performance refers to a nominal value based on price
gains/losses and does not take into account inflation. Inflation will have a negative impact on the purchasing power of this nominal monetary value.
Depending on the current level of inflation, this may lead to a real loss in value, even if the nominal performance of the investment is positive.
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Appendix For Residents of Spain

This document has been distributed by Deutsche Bank, Sociedad Anénima Espariola Unipersonal is a credit
institution regulated by the Bank of Spain (registered in its Official Registry under the Code 019) and the
CNMV. Deutsche Bank, Sociedad Anénima Espariola Unipersonal may only undertake the financial services
and banking activities that fall within the scope of its existing license. Its registered office in Spain is located
in Paseo de la Castellana number 18, 28046 - Madrid. Registered in the Mercantile Registry of Madrid,
Volume 28100, Book 0, Folio 1, Section 8, Sheet M506294, Registration 2. NIF: AO8000614.

For Residents of Portugal

Deutsche Bank AG, Portugal Branch is a credit institution regulated by the Bank of Portugal and the
Portuguese Securities Commission (‘CMVM”), registered with numbers 43 and 349, respectively and with
commercial registry number 980459079. Deutsche Bank AG, Portugal Branch may only undertake the
financial services and banking activities that fall within the scope of its existing license. Its registered address
is Rua Castilho, 20, 1250-069 Lisbon, Portugal.

For Residents of Austria

This document is distributed by Deutsche Bank AG, Vienna Branch, registered in the commercial register of
the Vienna Commercial Court under number FN 140266z.Deutsche Bank AG’s Vienna branch is also
supervised by the Austrian Financial Market Authority (FMA), Otto-Wagner-Platz 5, 1090 Vienna. This
document has neither been submitted to nor approved by the aforementioned supervisory authorities.

For Residents of the Netherlands

This document is distributed by Deutsche Bank AG, Amsterdam Branch, with registered address at De entree
195 (1101 HE) in Amsterdam, the Netherlands, and registered in the Netherlands trade register under
number 33304583 and in the register within the meaning of Section 1:107 of the Netherlands Financial
Supervision Act (Wet op het financieel toezicht). This register can be consulted through www.dnb.nl.

For Residents of France

Deutsche Bank AG is an authorized credit institution, subject to the overall supervision of the European
Central Bank and BaFin, the German Federal Financial Supervisory Authority. Its various branches are locally
supervised, for certain activities, by the competent banking authorities, such as the Prudential Control and
Resolution Authority (Autorité de Controle Prudentiel de Résolution, “ACPR”) and the Financial Markets
Authority (Autorité des Marchés Financiers, “AMF”) in France.

Any reproduction, representation, distribution or redistribution, in whole or in part, of the contents of this
document in any medium or by any process whatsoever, as well as any sale, resale, retransmission or making
available to third parties in any manner whatsoever, is prohibited. This document may not be reproduced or
distributed without our written permission.

© 2026 Deutsche Bank AG. All rights reserved.
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