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			CAST OF CHARACTERS

			Jim Baker. As Treasury chief serving the Reagan administration, during a secret meeting in New York City, he brokered a deal with the finance ministers of the most influential countries to collectively weaken the dollar.

			Tim Geithner. Working as a civil servant in Bob Rubin’s Treasury department, he helped create the strong dollar policy that ruled economic policymaking for two decades. He would become the seventy-fifth Treasury secretary.

			Stuart Levey. The first official to run Treasury’s expanded sanctions office, he helped the department attain formidable influence in the country’s national security apparatus.

			Jack Lew. Foreshadowed the evolution of economic sanctions into an often misused weapon that posed risks to the sanctity of the dollar’s status as currency supreme.

			Steven Mnuchin. Stood as the last line of defense against the president’s attempts to aggressively control the value of the U.S. dollar.

			Paul O’Neill. Served on the front lines of George W. Bush’s war on terror after 9/11, overseeing the modern weaponization of the U.S. dollar to protect American security interests.

			Hank Paulson. Established a closer relationship between the United States and China, which became key when he and his successors dealt with the fallout of the global financial crisis.

			Robert “Bob” Rubin. Created the strong dollar policy to underpin the dawning of globalization, while at the same time bringing calm and order that had eluded U.S. currency policy for two decades.

			John Snow. Oversaw the creation of a new economic sanctions unit at Treasury as the United States used access to the dollar as a cudgel to achieve foreign policy objectives.

			Mark Sobel. An apolitical civil servant who worked on U.S. currency issues for four decades and carried the dollar policy across multiple administrations.

			Janet Yellen. The first woman to ever run Treasury, she oversaw the dollar’s use as a weapon to protect an eighty-year-old global order when the Russian president Vladimir Putin launched the biggest military assault in Europe since World War II.

		

	
		
			INTRODUCTION

			It is possible that 5:13 p.m. on Saturday, February 26, 2022, will one day be seen as the precise moment the ebb of the dollar empire began. While we won’t know for decades if the almighty buck’s global status as currency supreme is permanently lost, one thing is certain: all empires think they’re special, and all empires fall. Right now the flourishing of American power—and that of its dollar—is dizzying, but are the nation’s leaders accelerating its downfall just as the world enters a new age of great-power rivalry that is redrawing alliances? Or will the latest threat pass?

			On that wintry February day in Washington, D.C., the world’s most powerful finance minister was staring down historic challenges. In the preceding forty-eight hours, Russia had instigated the greatest military crisis since World War II. World leaders were faced with a disaster: global order that had lasted eighty years, built around democracy and economic integration, with the American dollar at the core as the world’s reserve asset, was suddenly thrown into chaos. In this tradition, governments wouldn’t dream of aiming missiles at each other because of the potential for self-inflicted wounds—the world had become too interconnected for one bruise not to hurt the rest.

			But Putin had done the unthinkable. The U.S. president, however, had firmly ruled out military action, putting added emphasis on the potency of the next option: economic sanctions. And the strongest weapon sat with Secretary of the Treasury Janet Yellen.

			At around 8:00 a.m., she joined President Joe Biden and senior members of the administration on a secure teleconference line to talk through how to deal with President Vladmir Putin’s murderous invasion of Ukraine. Jake Sullivan, the national security adviser, recommended that Biden enact what many called the “nuclear option” in America’s economic arsenal: cutting off a central bank from the U.S. dollar. By putting Putin’s half-trillion-dollar war chest out of his reach, they would financially excommunicate most of Russia’s banking sector from the rest of the world.

			Biden signaled that he was ready for that extreme step, and then he looked to Yellen. As secretary of the Treasury and signatory of the U.S. dollar, she would be the one to tell financial markets to dramatically reduce Russia’s access to the currency. One update to the website on Treasury.gov’s sanctions designation list and the money managers carefully monitoring that page would know they had to stop trading and dealing with the Russian banks, companies, and individuals that were being financially ostracized.

			Yellen wasn’t immediately convinced that this step was necessary. Bound by an oath taken on her first day in office to serve as the steward of the world’s reserve asset, she needed to be acutely focused on the impacts of such a move.

			For one, she worried that it would turn the dollar into an unequivocal weapon of war. It wouldn’t be the first time, but extreme measures against the central bank of a Group of Twenty nation would dent the dollar’s standing as the world’s bedrock currency if allied governments could no longer consider the United States a safe place to store assets. The other problem was that the potential economic sanctions package had the makings of a financial carpet-bombing: economic destruction that would ravage the livelihoods of innocent civilians in Russia, the world’s eleventh-largest economy, and inflict certain harm on global financial markets. It would also strain everyday commodities, like food and energy, around the world. Was this a justified use of power, or an abuse of it?

			It had taken more than two centuries for the United States to ascend to this position of power. Over that period, it went from an experiment in independence predicted to fail to a global superpower and bastion of democracy. The story of America’s rise and endurance is also the story of the dollar. Nourished in almost ideal conditions—a stable and predictable democracy built on free and fair elections, rule of law, and independent courts—the U.S. currency came to rule the global financial system, magnifying American dominance in commerce and global security.

			The United States Department of the Treasury is at the very core of this mission.

			

			•   •   •

			Despite its impressive granite colonnade and neoclassical Greek revival columns across two city blocks, visiting the U.S. Treasury department’s headquarters at 1500 Pennsylvania Avenue is rarely on the bucket list of destinations for tourists who flock to Washington, D.C. Gawkers prefer to gather outside its more prestigious neighbor, the White House. But the occupants of both buildings have arguably played an equally central role in creating the American dream—work hard and you’ll get a better life.

			Founded in 1789 during the tumultuous years following the Revolutionary War, Treasury took over management of the nation’s finances, overseeing the launch of the dollar and stabilizing the country’s credit. Its work lubricates the system of free markets and open trade. That system is inextricably linked to democracy: Make it more difficult for Americans to climb the economic ladder, and they start to lose faith in the political system. Undermine democracy, and companies could lose confidence in the United States as a place to do business.

			It took the global convulsions of World Wars I and II for the dollar to take hold as the world’s most important asset, but the consolidation of that power occurred over the past three decades. Paper Soldiers is about the dollar’s astonishing rise, and how it came to be wielded as the United States’ most consequential weapon. It also chronicles the unintended, and sometimes devastating, impact the strong dollar policy had both inside and outside our borders. This story is best understood through the actions of the dollar’s stewards: the individuals who have served as Treasury secretary amid economic and political turmoil, whose most essential task is to protect and maintain the dollar as a source of influence. These figures include not only Janet Yellen, but Robert Rubin, Hank Paulson, Steven Mnuchin, and the thousands of unsung heroes and heroines at Treasury who spend their careers fortifying the nation’s democracy by protecting the global financial system. As a reporter for Bloomberg News, I have conducted hundreds of interviews with the key figures involved: current and former Treasury secretaries; officials from the Federal Reserve, White House, International Monetary Fund, World Bank, and private sector officials; along with current and former foreign diplomats. All of these interviews revealed how Treasury’s dollar policy was shaped over the past thirty years.

			Despite Yellen’s hesitations during that urgent teleconference with the White House, the inescapable fact was that Vladimir Putin had launched an assault on global peace and stability—despite Russia’s membership in the G20 nations, the International Monetary Fund, and other world coalitions created to prevent just this type of attack.

			Images of bloodstained faces of women, children, and grandparents, piled into underground tunnels to escape the destruction of their homes above, spilled across the world’s newspapers and televisions. Within a few hours, Yellen was on board with the White House’s plan. After finalizing the next steps and coordinating with allies, that Saturday night the United States marshaled the power of an integrated global system that it anchored by bringing together thirty countries (representing more than half the world economy) to launch an economic war against Russia, with the dollar as the most severe weapon in the battle to protect the world. “Russia’s war represents an assault on fundamental international rules and norms that have prevailed since the Second World War, which we are committed to defending,” read the White House statement announcing the unprecedented measures. The administration vowed to isolate Russia from the international financial system.

			The United States needed to “act in support . . . of our principles and in alignment with our commitment to a rule-based order that protects peace,” Yellen later said about those first crucial decisions after Ukraine was invaded. The choice before her on February 26 reflected the very image printed on every one-dollar bill: a bald eagle holding both olive branches and arrows, signaling a preference for peace but a preparedness to defend.

			

			•   •   •

			Janet Yellen’s concerns in early 2022 about weaponizing the dollar weren’t unfounded. A year later, in April 2023, Brazil’s President Luiz Inácio Lula da Silva drew loud applause from an audience of Chinese dignitaries in Shanghai when he heralded the demise of the dollar. “Every night I ask myself why all countries have to base their trade on the dollar. Who was it that decided that the dollar was the currency after the disappearance of the gold standard?” he asked the delighted crowd. And he wasn’t the only one who was asking that question—he was just the loudest in a chorus of rhetoric that had formed among world leaders from Argentina to Saudi Arabia, Malaysia, and India, as each nation came together to look for fresh ideas on how to sidestep the dollar.

			Prophecies of the dollar’s demise have cropped up for decades. In the early 1990s, some said the Japanese yen was on course to supplant the greenback, while others saw the euro as a potential usurper. Both bets proved wrong. But in the aftermath of a complete fracture of traditional global alliances following Russia’s invasion of Ukraine in February 2022, the world is once again wondering if the dollar is losing its power. In the year that followed President Biden’s decision to use the dollar as a tool to punish Putin, the United States made apparent the full arsenal of economic weaponry it possessed. Like Brazil’s Lula, adversaries and allies alike began to worry what it would mean if they found themselves on the wrong side of Washington, subject to the same kind of financial warfare now being used against Russia, and leaders everywhere began looking for alternatives to the dollar.

			Some of the backlash is overt, like the efforts by Brazil, Russia, India, China, and South Africa (a bloc of nations called BRICS) to expand the alliance and develop a new shared trade mechanism that circumvents the dollar. Other signs are subtle, like the discussions at the world’s biggest pulp producer to settle trades in yuan for the first time, following a trend to similarly diversify across commodities like nickel and oil markets. These moves are incremental, but they chip away at the world’s vast web of dollarization. In 2001, the dollar accounted for 73 percent of total foreign exchange reserves held by central banks (what amounts to a nation’s savings). After two decades of economic sanctions, a financial crisis, and brewing mistrust in America, that has fallen below 60 percent.

			Inside economic circles, experts are openly asking if the world would have been a better place if, during a fateful Bretton Woods conference in 1944 to decide a new economic order after World War II, American officials had lost their bid to crown the dollar as king. Is dependence on the dollar worth the trouble? Investors and allies asked the same question after an American-made housing crisis shook global markets in 2008, and again when President Donald Trump began imposing trade tariffs in 2018.

			Hand in hand with questions about dollar dominance are questions about American hegemony, pushing the United States into a new and defensive posture. Some of this is subtle: A low-profile hearing in the spring of 2023 called by the House Financial Services Committee to discuss “Preserving the U.S. Dollar’s Status as the Global Reserve Currency.” A little-known research office that provides impartial reports to Congress releasing a forty-three-page paper about historic patterns that led to previous shifts in currency dominance, dating back to the seventeenth century.

			But the most damaging aspect to dollar dominance doesn’t stem from outside its borders—it comes from a rolling series of self-inflicted policy wounds, stoking doubts about whether the United States should remain at the center of the global financial system. The global order is shifting for the first time in nearly a century, with a clear coalition coming together to challenge American power. And it’s happening just as the United States is coping with internal strife in governance that is chipping away at trust between leaders and voters.

			

			•   •   •

			Since being crowned as the world’s go-to currency, the dollar has faced several threats, and the arguably small yet significant fractures are becoming permanent.

			These assaults can be put into two categories: domestic and foreign. Inside the United States’ borders, the dollar has survived an American-made global financial catastrophe that opened up its stewards at the Treasury department to a crisis of credibility. Later, it faced a volatile president who talked repeatedly of weakening the dollar for political gain by aggressively intervening in foreign exchange markets.

			Then there’s the painful neglect by U.S. economic policymakers of the downsides of owning the currency that rules the world. A policy to support a strong value for the dollar was a key tenet of globalization that emerged in 1990. Globalization, and the high value of U.S. currency, brought in a vast bounty of prosperity for so many people that the nation’s leaders overlooked the large chunk of the American populace that was suffering. A currency that was too strong for too long, and economic integration that saw foreign competitors taking market share of made-in-America products, exacerbated a drain on the U.S. manufacturing sector. Americans across the so-called flyover states saw their jobs shipped to China and other parts of the world in the first decade of the century, and they found their ability to climb the economic ladder blunted while those in power celebrated the very cause of their demise. The social and cultural bedlam that erupted from this neglect—from contested elections to the rise of extremist political ideologies in American politics—is emerging as a blight on the central tenets of the nation’s democracy.

			It’s hard to know just when this cycle of self-sabotage began. Was it in 2019, when Donald Trump considered directing his Treasury secretary, Steven Mnuchin, to weaken the dollar? Was it the global financial crisis? Or is it the curdling relationship among lawmakers, with partisanship reaching a fever pitch at two key moments a decade apart—in 2011 and 2023—when U.S. leaders played chicken in fights over the debt ceiling, making investors wonder if Congress might actually fail to reach an agreement to raise the debt ceiling one day? It all makes the U.S. dollar look less attractive, painting a picture of a dwindling superpower with erratic fiscal management. This new image doesn’t bode well. And persistent leadership battles—from presidents contesting elections results to unwieldy dogfights to lead the House of Representatives—point to continued instability.

			History has demonstrated the link between currency and political dominance over many centuries. In the eighteenth century, the English pound replaced the Dutch florin when Britain gained economic influence. The dollar won in the decades that followed, with America surpassing Britain as the world’s largest economy in the mid-twentieth century. The tides might be shifting again.

			The consequences of de-dollarization are far-reaching. It would mean that the United States will need to live within its means, or deal with much higher borrowing costs. With less money to spend, a heavily divided Congress will be forced to make tough budget cuts. A drop in the dollar’s reserve status would curb Washington’s economic statecraft options, ultimately weakening a key channel of influence in global conflicts. The more countries and companies that establish direct trade channels without the dollar, the less influence the buck has.

			And in a world that is fracturing under the weight of globalization’s failings—manifested through burgeoning protectionism, supply chains broken during the COVID-19 pandemic, and a Russian invasion that could not be contained despite deep global integration—the future of a world order knitted together by a dollar-based system is in question. Nationalistic economic policies are now supported by both Republicans and Democrats, albeit sometimes by a nicer name, like “friendshoring,” to denote the desire to boost trade with geopolitical allies. The dollar is no longer there for the greater good but for those who align with America.

			A somewhat unipolar global order anchored in the dollar has allowed the country to borrow enormous amounts of debt—$33 trillion as of 2023—at cheap interest rates, all because the world knows nothing will stop the U.S. government from paying its bills. That credit is important, since debt has always been the key to America’s economic prowess. So, just as the nation’s leaders try to project an ever-constant and strong democracy, they endeavor to project economic strength as well. This also extends to the marketplace for federal bonds—a safe haven for governments, businesses, investors, and individuals in the face of uncertainty, be it war or a pandemic.

			A strong dollar derives from a strong and durable economy, and so the story of the U.S. dollar’s rise and endurance is the same as the rise and endurance of the nation itself. As Bob Rubin, the renowned Treasury secretary who served from 1995 to 1999, once said, “Faith in democracy and faith in markets go hand in hand.”

			

		

	
		
			
				1.

			

			SURVIVING DONALD TRUMP

			It was January 24, 2018, and the seventy-seventh United States secretary of the Treasury, Steven Mnuchin, was in the bucolic resort town of Davos, Switzerland. Hundreds of the alpine city’s residents had fled to make room for an exclusive group of self-described thought leaders gathered for the World Economic Forum’s annual conference. This year, for a weeklong winter camp dedicated to big problems, lavish parties, and cigar bars, the security bill topped $9 million. In attendance was an incongruous collection of people: 53 heads of state, 116 billionaires, and, for some reason, Elton John.

			But before Steven Mnuchin could even begin to hobnob with the global elite gathered, the Treasury chief made a faux paus that put the dollar on an immediate weakening streak and momentarily brought the world to the precipice of a full-blown currency war for the first time in more than three decades.

			All because of just seven words: “A weaker dollar is good for us.”

			While there was more to the statement that Mnuchin made to reporters shortly after breakfast, this was the only part that the world’s economic policymakers, business leaders, and investors cared about. To the untrained ear, it was a dull phrase. But for Mnuchin’s constituents in economics and finance, it was scary: secretaries aren’t supposed to yearn for a weak value for the dollar.

			To world leaders like Angela Merkel, the battle-tested German chancellor at the time, Mnuchin had just obliterated a rule that took decades to hone: world leaders do not talk about their currencies. Such chatter amounts to verbal intervention, or “jawboning” in policy parlance, which is intended to hint at a government plan that includes a preferred value for its currency. It suggests that the government is willing to use its own cash to jump into foreign exchange markets, to influence the forces of supply and demand on currency values by buying or selling dollars. As a mark of sophistication and commitment to fair economic integration, in recent decades the world’s most influential nations, the Group of Twenty, had refrained from such activities, a pledge enshrined in dozens of joint statements and agreements. Mnuchin now appeared willing to defy that.

			It would quickly emerge that the Treasury chief had no intention of signaling anything new in U.S. currency policy. But to investors, the comment was a green light to sell the dollar—which is what they did that day, pushing down its value by 2.1 percent to reach the lowest level in three years. The remarks fueled an existing trend of depreciation due in part to an optimistic outlook for European economies, but also to uncertainty about where the United States was headed now that President Donald Trump was installing an increasingly protectionist economic agenda. Mnuchin’s seven words on the dollar also threw into question the value of investors’ stake in precious American government bonds, called Treasuries. A weak currency erodes the value of trillions of dollars in U.S. debt held by foreign countries, banks, and individuals.

			For failing to speak about the dollar without absolute care and caution, Mnuchin faced a barrage of criticism. Christine Lagarde, the head of the International Monetary Fund, said that his seven words amounted to an opening salvo of a currency war. Merkel called the nationalistic policies that Mnuchin’s words represented “poison,” and another European official, unwilling to be named making such a comment, called the incident an example of “buffoonery.”

			You could say that Mnuchin had succumbed to a common malady among Treasury secretaries. The dollar must be spoken about with the utmost care, but sometimes in the energetic rush of meetings on Capitol Hill, Wall Street, and around the world, there’s the inevitable mishap. It doesn’t help that Treasury secretaries are frequently asked to elaborate on their views. After all, the Treasury department’s decisions affect so much of our daily lives—our tax burden, spending power, the ability to innovate and operate in a free and fair market, and more. But in reply to persistent questions, all anyone really wants to hear is a boring reaffirmation of a basic tenet of economic order: the U.S. government will not meddle with currency markets, because they should be free and fair, just like a democracy.

			But in the Swiss mountain ski resort on that Wednesday in January, the most revealing part of Mnuchin’s statement on the dollar was overlooked.

			Yes, he boldly said what few predecessors have: a weak foreign exchange rate has some economic benefits. But that’s simply a fact. For some parts of the economy, like the manufacturing and services sectors that export goods to those buying in foreign currencies, a weak dollar boosts profits. These companies can sell more at competitive prices, rather than be drowned out by cheaper products made in other countries. Take chocolate, for example: America has Hershey, and Britain has Cadbury. If the dollar is strong against the British pound, then there will be less demand for Hershey’s Kisses in England, because their homegrown candy is cheaper. And it makes Cadbury in the United States cheaper and perhaps more appealing than a made-in-America brand.

			But it is the rest of Mnuchin’s statement that was more revelatory and more reflective of an emerging new era of economic policy, whether the global elite at Davos liked it or not. “A weaker dollar is good for us,” his phrase began—but it was what came next that was the most revelatory: “as it relates to trade and opportunities.”

			In this messy delivery of the president’s America First agenda through currency policy, Trump’s Treasury secretary was inadvertently conditioning markets to understand that a hands-off approach to the U.S. dollar wasn’t a given, especially when its sheer strength in value and the free trade environment that it underpinned were hurting so many Americans.

			It was something that Trump had been talking about vociferously since he emerged as a presidential candidate in 2015. The dark vision he conjured of a U.S. economy that was crumbling (despite record economic expansion) resonated with an overlooked part of the electorate. And on November 8, 2016, 62.9 million Americans validated that vision—perhaps because he was the only candidate who acknowledged the pent-up frustration over low wage growth and trade-related job losses that had hollowed out swaths of the heartland. At first glance, the states that voted for Trump represented those Americans who were left behind in the much-celebrated recovery from the Great Recession that lasted from 2007 to 2009. But the pain that Trump found in so-called flyover states had been building for years. Since the 1980s, the decay of steel towns and car factories in the industrial heartland had given rise to a new name for the region that included mostly Midwestern states, like Ohio, Michigan, and Wisconsin: the Rust Belt.

			Manufacturing and services jobs, once the backbone of the working-class economy, paid less and less as foreign goods from Europe, Mexico, and Asia were offered at a cheaper price, slashing demand for American-made products. In shops across the nation, MADE IN CHINA or MADE IN VIETNAM was stamped on everything from Victoria’s Secret underwear to Cadillacs. Take-home pay for factory workers had been declining since around 1980, but it worsened after China joined the World Trade Organization and the North American Free Trade Agreement took off. In the three decades leading up to Trump’s presidential bid, the United States saw 20 percent of its manufacturing jobs disappear. And in the years since the global financial crisis hit, the share of voters considered “working class” (according to their net income) grew by almost one-third.

			To be sure, all advanced economies were seeing a decline in manufacturing. But for those who’d lost their jobs across the Rust Belt and American South, the rest of the world didn’t matter—their standard of living had plunged. They blamed their leaders for ignoring it, and competitors were often a bogeyman. During a campaign rally in Indiana, referring to China’s high number of exports compared to the United States, Trump declared, “We can’t continue to allow China to rape our country, and that’s what they’re doing.” This was a politician who appeared to put American needs above any free trade ideology or notion of global leadership.

			The concept of free trade as a bad thing was so alien to mainstream policymakers and economists that they spent much of 2017 in shock that Trump had the support of 47 percent of the U.S. electorate. What many didn’t understand, or perhaps were unwilling to see, was that as blunt as his words were, he showed the kind of attention that these voters had been craving for more than a decade.

			

			•   •   •

			President Trump’s plans to fix these deep-seated economic problems were the opposite of the stable and predictable message that the world came to expect from America. He talked of punitive tariffs on imports, a move that amounted to a trade war (something the world hadn’t seen in at least half a century), and scarlet-letter treatment for countries found to be gaming their currencies to gain an unfair trade advantage. He also wanted to use the country’s national security apparatus to protect certain industries, like military equipment components manufacturers. All of this amounted to the exploitation of American power and the weaponization of the dollar.

			And this is where the final part of Secretary Mnuchin’s ad hoc statement on that snowy day in Switzerland came into play. With his first seven words, he boasted about the benefit of a weak dollar in a way finance ministers of rich nations aren’t supposed to. With the subsequent seven words, he shed light on the plight of a part of the American economy that desperately needed attention. With the very last portion of this extemporaneous dollar talk that day, he reminded the world of the power he and his president could wield to rebalance global trade ties: “Longer term, the strength of the dollar is a reflection of the U.S. economy and the fact that it is and will continue to be the primary currency.”

			This was the exorbitant privilege that Mnuchin would find himself at times weaponizing—for the sake of the America First agenda that he believed in—and at other times protecting from the president’s most dangerous instincts. Like those before him at the Treasury department, for the four years he was in office, Mnuchin was a steward of the almighty dollar. But he would come to work harder to keep it intact for future use than perhaps any of his predecessors ever had because he had to protect it from the U.S. president himself.

			During that first official trip to Switzerland, Mnuchin spent most of his time trying to untangle himself from the rhetorical crosshairs of U.S. currency policy.

			Those first seven words did not signify “a shift in my position on the dollar at all,” he said as he urgently attempted to correct the record that afternoon. “I thought my comment on the dollar was actually quite clear.” During a panel discussion the next day, he assured the audience that he believed in currencies being priced in open markets, not at the whim of government policy. His colleague, Secretary of Commerce Wilbur Ross, said that investors were overreacting to Mnuchin’s words.

			Even Trump weighed in to help with the cleanup, possibly because it appealed to his ego. The ultimate strongman ruler, Trump came to understand that a strong dollar meant he was running the economy well.

			“Ultimately, I want to see a strong dollar,” he told reporters after he landed in Davos on Air Force One shortly after Mnuchin’s flub.

			

			•   •   •

			The Trump presidency was filled with a head-spinning range of policies in which U-turns on publicly stated plans became weekly occurrences. Republicans, Democrats, officials inside the administration, foreign allies, and investors were all frequently left reeling from the whiplash. One moment, China was blamed for the “rape” of America’s manufacturing sector, and the next, Trump declared that he and President Xi Jinping “love each other.” Then there was the wall for the U.S.-Mexico border that he vowed Mexico would pay for, until he decided to force a government shutdown at home in a bid to get Congress to fund the project.

			So it’s no surprise that his promise to support a strong value for the U.S. dollar would be turned upside down.

			By June 2019, Trump was frustrated by the difficulties of renegotiating trade deals to benefit American workers. His administration had just imposed tariffs on $200 billion of imports from China, but it increasingly looked like officials in Beijing were forcing down the value of the yuan by selling loads of it in open markets. (Since a higher-valued currency makes a nation’s imports cheaper and makes its exports pricier in foreign markets, countries that rely on an export industry for economic bliss want a weak currency—hence the temptation to force down an exchange rate.) The yuan dropped to a level not seen since the global financial crisis, despite there being no significant change to the nation’s growth prospects. It was an action that amounted to the currency manipulation that everyone in Davos just eighteen months earlier had warned the United States not to even hint at.

			Trump was angry. He wanted China to promise to buy more American-made products and to stop cheating in currency markets. He directed his team to start plans to impose another $300 billion in tariffs on Chinese imports to the United States, a measure certain to ratchet up the trade war between the two largest economies that was putting the whole world at risk of an economic slowdown.

			With burgeoning frustration over the state of his trade war, Trump turned to U.S. dollar policy. Behind closed doors, he started ranting to his advisers that the buck was too strong. He wanted the Federal Reserve to weaken it by lowering interest rates—which have a bigger and more immediate impact than anything the federal government could do.

			To say such a move would be devastating to America’s superpower status in the world would be an understatement. Aside from interest rates and inflation, the value of a country’s currency is a key indicator of economic health (a strong currency means investors see signs of continued economic growth, and a weak one indicates fears of a slowdown ahead as investors look elsewhere for profits). The Fed’s policy decisions had ramifications for every nation on Earth. The dollar was on one side of 90 percent of currency transactions worldwide, and two-thirds of international debt was issued in it. Virtually all oil trade is priced in dollars. All of this makes pretty much the whole world beholden to swings in the currency’s price and in its management—and now Trump wanted to meddle. It was the kind of undemocratic behavior common in authoritarian regimes, like Turkey, where the president essentially dictates monetary policy.

			But Trump’s view of the world was colored by such schemes. On June 18, the European Central Bank (ECB) president Mario Draghi signaled looser monetary policy (meaning cheaper credit to spur investment, thus weakening the euro’s price) to juice economic growth. The way Trump saw it, other governments were manipulating their currencies with the help of their central banks. Trump’s fixation emerged publicly through tweets directed squarely at the United States’ central banker, the ECB’s Draghi, and others. “Mario Draghi just announced more stimulus could come, which immediately dropped the Euro against the Dollar, making it unfairly easier for them to compete against the USA. They have been getting away with this for years, along with China and others,” Trump tweeted on June 18, just hours after the ECB’s announcement. “Very unfair to the United States!”

			Trump went after his own central banker, the Fed chair Jerome “Jay” Powell, to do what he claimed the Europeans were doing: use monetary policy to target the dollar. By this time, Trump had already flouted economic convention in several ways: starting an unthinkable trade war with the world’s second-most powerful economy, and asking White House lawyers to find ways to either sack or demote Powell as head of the Fed, to name a few. But the public heckling of Powell was a shock just the same. It broke with decades of tradition, where presidents refrained from even the mere appearance of meddling with the central bank. Half-jokingly, former Fed chair Alan Greenspan (a giant in monetary policy and financial circles) sent Powell a pair of earmuffs. The U.S. central bank had the support of most of the world in the fight to stave off dangerous political interference. There was speculation that Trump was setting up the strong dollar, and the Fed’s unwillingness to intervene, as the perfect scapegoat should he lose his reelection bid.

			Publicly, Powell was under pressure to protect the independence of the institution he ran. In a healthy and stable democracy, the Fed needed complete independence to ensure economic stability over the long term, so as not to be impeded by the short-term whims of politicians seeking power. The central bank had fought several hard battles over the past century with White House and Treasury officials to cultivate and maintain autonomy. So he found ways to say no to Trump.

			“The Treasury department—the administration—is responsible for exchange rate policy, full stop,” Powell said on June 25 in response to a question from the audience about the president’s obvious desire to meddle. “We don’t comment on the level of the dollar. We certainly don’t target the level of the dollar. We target domestic economic and financial conditions as other central banks do.”

			As the president was starting to run into roadblocks, his preoccupation with the dollar began boiling over. A week after Powell’s punt, Trump fired off another Twitter missive: “China and Europe playing big currency manipulation game and pumping money into their system in order to compete with USA. We should MATCH or continue being the dummies who sit back and politely watch as other countries continue to play their games—as they have for many years!”

			Trump’s desperate attempts to control the dollar had now reached what was perhaps the final line of defense: Steven Mnuchin.

			

			•   •   •

			If you ask him what happened next, Mnuchin will probably tell you “nothing at all.” One of the president’s advisers came up with an idea to address a policy fix that Trump had asked for, and Mnuchin explained to everyone precisely why it was a bad idea, so they moved on.

			But when the most powerful man on Earth needs to be convinced not to undermine the foundation of the United States’ economic muscle, it’s a big deal.

			In multiple meetings in the Oval Office, mostly conducted around the historic Resolute Desk, Trump asked Mnuchin and the rest of his economic team how they could “fix” the dollar. It was strong, and that was hurting America’s manufacturing sector, the president said.

			He got the answer he wanted from a White House trade adviser with a prickly disposition and extreme policy ideas, who had great influence in that room. A PhD economist from Harvard University, Peter Navarro was eccentric, to say the least. He was as anti-China as they get, having penned a book called Death by China in 2011. By 2017, he was prowling the corridors of the West Wing, appealing to the president’s most protectionist impulses. Trump called him “my Peter.” The New York Times dubbed him a “Rasputin-like” trade hawk.

			Mnuchin, genteel by comparison, never got along with Navarro.

			The Treasury chief had gotten into the habit of dashing the 150 or so yards from the Treasury department to the White House to see who Trump was meeting with—by the third year of the administration, everyone had learned that the wilder ideas the volatile president grabbed on to often emerged when the more reasonable-minded officials (the so-called adults in the room, as the media had dubbed Mnuchin and Trump’s daughter and son-in-law, Ivanka Trump and Jared Kushner) weren’t around to temper bad ideas.

			It was during one of these impromptu meetings that Mnuchin missed when Navarro first noted to Trump that there was precedent for the Treasury department controlling the dollar. Navarro laid out how, in the late 1980s, it was commonplace for the U.S. Treasury secretary and the finance ministers of the biggest industrial nations to openly admonish markets for letting a currency strengthen more than they liked. The threat they brandished was the ability to use the combined currency stockpile of roughly $125 billion (some $460 billion in today’s money) to sell dollars in open markets and then buy other currencies, boosting supply to lower the price. At the time, the foreign exchange market moved around $1 trillion each day, a sum small enough that government meddling could work. Of course, back then the Fed helped this effort by making calls to market participants to check on the going rate for dollars, a strategy used to remind traders that government intervention was possible.

			Once Mnuchin got wind of Navarro’s idea, he and Larry Kudlow began knocking it down. “Who would want to work with us? We can’t pull anything like that off—our standing around the world is too weak, we’re too incoherent,” Kudlow, who was the director of the White House’s National Economic Council, remarked when Trump wasn’t present.

			And so Navarro zeroed in on the power that Mnuchin could use without anyone else’s involvement—a $94 billion pot of money. It sat in an account called the Exchange Stabilization Fund, designed to do exactly what the name says: soothe currency markets. It was this same mechanism that the agency used in the 1970s, the 1980s, and the early part of the 1990s to influence foreign exchange rates (with the help of the Fed and other countries). The practice had gone out of fashion under Robert Rubin in the Clinton era, who moved toward market-determined rates.

			Mnuchin and Kudlow used several negotiating tactics to keep Navarro from fully persuading Trump to direct the Treasury department to torpedo a currency policy the entire world relied on. Mnuchin was on tricky terrain. For the past six months, he had been dealing with the president at a distance. Trump blamed his Treasury chief for recommending the appointment of Jay Powell as head of the Federal Reserve, something he woefully regretted once the central bank started raising interest rates (which amounts to reducing support to the economy as recovery takes hold). Mnuchin had to tread carefully in curbing Trump’s interest in Navarro’s proposal.

			So Kudlow took the lead and gave Trump several reasons as to why it wouldn’t work. For one thing, Treasury had only a fraction of the foreign exchange reserves that trade rivals such as China and Japan have that allow them to intervene. That meant that the United States’ ability to sell a few billion dollars of reserves would be a mere blip in the global foreign exchange market, which now trades $5 trillion per day. Kudlow also shared examples of past interventions, under very different circumstances. In 2011, the then Treasury secretary, Tim Geithner, had acted in concert with some of the richest nations to stabilize the yen, after it skyrocketed following an earthquake and tsunami. But the last time the Treasury had sold dollars solely for the purpose of driving it down, back in 2000, was part of a broader international effort to buoy the euro when it was first introduced.

			And in the rare circumstances when an intervention was conducted, the Treasury department’s efforts were worth little without the full cooperation of the Fed. In the last three interventions, in 1998, 2000, and 2011, Treasury and the Fed worked in lockstep, splitting the amount of dollars transacted evenly between them, with coordinated public statements to boot.

			Mnuchin and Kudlow carefully explained to Trump that for any move on the dollar to succeed, the Fed would have to not only agree with the policy decision but also clearly communicate its support. Under the current circumstances, with a dollar intervention that had nothing to do with stability but everything to do with politics, the Fed, through mere silence, could undo anything that the Treasury department attempted.

			But even investors, far away from Washington and Trump’s Oval Office broodings, could sense Trump’s exasperation with the dollar.

			“Could frustration with the Fed prompt the president to take matters in his own hands and weaken the dollar?” one money manager asked his clients, rhetorically, in an email. “Although it would be highly unusual for a U.S. government to attempt aggressive measures to weaken the dollar, it is not beyond the realms of possibility that the Trump administration will try,” wrote another.

			Meanwhile, the president’s obsession was increasing. The only influence a president could have on the central bank was through nominations to the rate-setting Federal Reserve Board of Governors, which includes the chair. In mid-July, as Trump conducted interviews with potential nominees in the Oval Office, he asked pointed questions to determine if they shared his view that the strength of the dollar was blunting an economic boom—the boom that he was counting on to win him a second term as president.

			Publicly, Kudlow tried to put
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