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Abstract  
This paper offers new theoretical and empirical insights to explain the resilience of the U.S. 
Treasuries market as a safe haven for global investment. Going beyond the standard 
systemic explanation, the paper highlights the importance 
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The bottom series in the figure measures the total share of government foreign exchange 
reserves that are held in USD. Central banks around the world increased the 
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weighted value of the USD against other major currencies. After significant gains in the 
1990s, the value of the USD fell over 18 percent from 2001 to 2007. Yet with the beginning 
of financial turbulence in 2008, the value of the USD held remarkably steady and actually 
began to climb. From mid-2008 to mid-2015, the USD increased over 30 percent relative to 
other major currencies.  
 
Prasad regards the crisis
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Thus according to Prasad, dollar strength is due in large part to the continued role played by 
the U.S. Treasuries market as a safe haven for global investment. Yet the fact that global 
investors continue to treat U.S. Treasuries as the world’s safest asset might itself seem 
perplexing. After all, the global financial meltdown originated in the U.S. And since then, 
various developments have compromised the safe haven status of U.S. Treasuries. Most 
importantly, the U.S. public debt has rapidly increased in the wake of the crisis, and in 2013, 
breached th
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IMF’s supranational reserve asset (Helleiner 2014: 68–78). For the first time in three 
decades, the IMF approved a new issuance of SDRs in 2009, to the tune of approximately 
$250 billion. Yet even with the most recent issuance, SDRs represent only four percent of 
global reserve assets and initiatives to further strengthen their role have been met with 
staunch resistance from the U.S., which holds veto power over IMF decision-making in this 
area (ibid.: 



 8 

a low risk appetite and high savings and therefore invests heavily in Treasury securities, 
either directly or indirectly through their ownership of pension and mutual funds.  
 
Now, according to Prasad (2014: xiv–xv), these domestic owners of the other half of the 
U.S. public debt constitute a “powerful political constituency”. And he claims that the power 
and influence of domestic owners of the public debt is amplified precisely because of their 
age. Older people, he points out, tend to vote in greater numbers. And because many older 
people also live in swing states such as Florida, they play a key role in determining the 
outcomes of presidential elections.9  
 
Powerful domestic owners of the U.S. public debt would bear a significant cost if the U.S. 
were to try to inflate away its debt burden. So Prasad’s essential argument is that the interests 
of foreign and domestic owners of the public debt are united since both have a keen interest 
in the continued sanctity and creditworthiness of U.S. Treasuries. Foreigners can maintain 
their confidence in their holdings of U.S. Treasuries thanks in large part to the power and 
influence of domestic owners, who play a key role in pressuring the federal government to 
uphold its debt obligations. The analysis therefore points toward a powerful bloc of interests 
that will continue to support the status quo in global finance, which is underpinned by dollar 
dominance and the safe haven status of the U.S. Treasuries market.   
 
The Locus of Domestic Power 

Age versus Class  

Prasad’s approach stands out in the massive literature on this subject 
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wealth and income hierarchy is that it gives us uniform categories through which to explore 
patterns of inequality across space and time. Although mostly implicit within his work, 
Piketty suggests that the appropriateness of our chosen statistical categories rests on what 
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A Rule of Thumb 

The simple rule of thumb outlined in the previous section links ownership and power, 
claiming 
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basis, the value of the top percentile’s investments in the public debt amounted to well over 
$1 million.  
 
Rows three and four in Table 1 use measures that allow us to better compare the age and 
class categories. In the third row we see that the top 3.4 percent of households ranked by net 
wealth have an ownership stake in the public debt equal to that of households aged 60 and 
over, which as we saw earlier, represent 33 percent of the population. Finally, the point is 
further belabored in the fourth row. If we use the top 33 percent of households ranked by 
net wealth, the same amount of people in the 60 plus grouping, then the ownership of the 
public debt based on class climbs to 95 percent of the total! 
 
Using our simple rule of thumb to interpret the data in Table 1 it is clear that, in sheer 
quantitative terms, 
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Obama (Fisher 2008), party affiliation amongst older Americans is actually still quite split. 
Pew Research Center (2014) polling data shows that party identification is almost evenly 
divided among those aged 59 and over. 44 percent of those surveyed identified as 
Republican of lean Republican, while 46 percent identified as Democrat or lean Democrat.  
 
These facts reveal deep divisions among older Americans and bring into question the 
popular media image of seniors as a juggernaut within U.S. politics (Holladay and Coombs 
2004). Unfortunately, instead of investigating the political views of retirees and near-retirees, 
Prasad ends up merely replicating the empirically suspect view found in the popular media. 
When we consider the skewed distribution of Treasury securities among older Americans, as 
well as the heterogeneity of their political preferences, one thing becomes clear: retirees and 
near-retirees are a highly questionable category for locating the power of domestic owners of 
the public debt.  
 
Class Cohesion 

What can we say about the cohesiveness of the top one percent as a social group? When it 
comes to distribution, ownership of the public debt is just as concentrated within the top 
one percent as it is within our age category. The top 0.1 percent owns roughly a quarter of 
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percentile was also much more likely to contact politicians directly and in SESA interviews 
often referred to politicians on a first-name basis (ibid.: 54).  
 
Finally, and perhaps unsurprisingly, existing research indicates that cohesion and activism of 
affluent Americans translates into significant influence over public policy outcomes (Bartels 
2008; Gilens 2005, 2012; Gilens and Page 2014
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shortage of other safe haven assets), I argued that the existence of powerful domestic 
owners of the public debt bolsters confidence in U.S. Treasuries. The innovative work of 
Eswar Prasad categorizes domestic owners of the public debt based on their age, and argues 
that these owners have significant power in U.S. electoral politics. But the quantitative and 
qualitative data in this paper indicate that the power of domestic owners of the public debt 
instead derives from their class position at the top of the wealth and income hierarchy. In 
particular the research shows that, relative to households aged sixty and older, the top 
percentile of households have an ownership stake in the public debt that is much more 
concentrated, have political preferences that are much more cohesive, and exercise political 
agency that is much more effective.  
 
The results of this research do not alter Prasad’s main conclusion. Whether we focus on age 
or class, we still end up concluding that the interests of domestic owners of the public debt 
are closely aligned with their foreign counterparts. But the alternative focus on class does 
draw our attention to other “bonds” between the two categories of owners that are 
neglected with Prasad’s analysis. Focusing on class, it becomes apparent that foreigners not 
only gain from the existence of powerful domestic owners, but powerful domestic owners 
gain from the seemingly insatiable foreign appetite for U.S. Treasuries. The powerful “bond” 
of interests between foreign and domestic owners of the public debt also works to sustain 
the dominant position of the U.S. within global finance. And, in supplying cheap credit to 
the U.S. federal government and to U.S. households, 

SS



 19 

Notes 
	  
1 



 20 

	  



 21 

	  
 
Bradner, Eric. 2015. Bernie Sanders: Raise Taxes to Fund Pricey Proposals, CNN Politics, 12 
October, available at: http://www.cnn.com/2015/10/11/politics/bernie-sanders-raise-
taxes-spending-deficit/ [accessed December 21, 2015].  
 
Cooper, Richard. 2009. The Future of the Dollar, Peterson Institute for International Economics 
Policy Brief, No. PB09-21, 1–6. 
 
Day, Christine L. 1993. Public Opinion Toward Costs and Benefits of Social Security and 
Medicare, Research on Aging, 15(3): 279–298.  
 
Desilver, Drew. 2014. The Politics of American Generations: How Age Affects Attitudes 
and Voting Behavior, Pew Research Center Fact Tank, 9 July, 
http://www.pewresearch.org/fact-tank/2014/07/09/the-politics-of-american-generations-
how-age-affects-attitudes-and-voting-behavior/ 
 
Di Muzio, Tim. 2015. The Plutonomy of the 1%: Dominant Ownership and Conspicuous 
Consumption in the New Gilded Age, Millennium Journal of International Studies, 43(2): 492–
510. 
 
Drezner, Daniel W. 2008. Bad Debts: Assessing China's Financial Influence in Great Power 
Politics, International Security, 34 (2): 7-45. 
 
Eichengreen, Barry. 2011. Exorbitant Privilege: The Rise and Fall of the Dollar, Oxford: Oxford 
UP.  
 
Eichengreen, Barry and Mathieson, Donald J. 2000. The Currency Composition of Foreign 
Exchange Reserves: Retrospect and Prospect, IMF Working Paper, No. 00-131: 1–34. 
 
Ferguson, Niall. 2010. A Greek Crisis is Coming to America, Financial Times, 11 February: 9.  
 
Fieldhouse, Andrew. 2011. In Favor of Progressive Taxation and a Balanced Approch to 
Budgeting, Economic Policy Institute Commentary, 26 September, available at: 
http://www.epi.org/publication/favor-progressive-taxation-balanced-approach/ [accessed 
December 21, 2015]. 
 
Frieden, Jeffry A. 1991. Invested Interests: The Politics of National Economic Policies in a 
World of Global Finance, International Organization, 45(4): 425–451. 
 
Fullerton, Andrew S. and Dixon, Jeffrey C. 2010. Generational Conflict or Methodological 
Artifact? Reconsidering the Relationship Between Age and Policy Attitudes in the U.S., 
1984–2008, Public Opinion Quarterly, 74(4): 643–673.  
 
Germain, Randall and Schwartz, Herman. 2014. The Political Economy of Failure: The Euro 
as an International Currency, Review of International Political Economy, 21(5): 1095–1122. 
 



 22 

	  



 23 

	  
———. 2014. Same As It Ever Was? Continuity and Change in the International Monetary 
System, Review of International Political Economy, 21(5): 1007–1016. 
 
Krugman, Paul. 2007. Will there be a dollar crisis? Economic Policy 22(51): 436-467. 
 
Kynge, James. 2015. Pivotal Moment for Redback and China, Financial Times, FT Special 
Report on the Future of the Renminbi, 30 November, 1–2. 
 
Lake, Spencer. 2015. Bond Market Quietly Delivers Revolution in Liberalisation, Financial 
Times, FT Special Report on the Future of the Renminbi, 30 November, 3. 
 
Lysandrou, Photis. 2013. Debt Intolerance and the 90 Per Cent Threshold: Two 
Impossibility Theorems, Economy and Society, 42(4): 521–542. 
 
Minnick, Wendell. 2012. Pentagon Sees No Threat in Debt to China, Defense News, 
September 17, 44.  
 
Nitzan, Jonathan and Bichler, Shimshon. 2009. Capital as Power: A Study of Order and Creorder, 
London: Routledge.  
 
Otero-Iglesis, Miguel and Steinberg, Frederico. 2013. Reframing the Euro vs. Dollar Debate 
Through the Perceptions of Financial Elites in Key Dollar-Holding Countries, Review of 
International Political Economy, 20(1): 180–2014.  
 
Page, Benjamin I., Bartels, Larry M. and Seawright, Jason. 2013. Democracy and the Policy 
Preferences of Wealthy Americans, Perspectives on Politics, 11(1): 51–73. 
 
Patomäki. Heikki. 1996. How to Tell Better Stories about World Politics, European Journal of 
International Relations, 2(1): 105–133.  
 
Pew Research Center. 2014. A Deep Dive into Party Affiliation, Pew Research Center Report, 9 
April, http://www.people-press.org/2015/04/07/a-deep-dive-into-party-affiliation/  
 
Piketty, Thomas. 2014. Capital in the Twenty-First Century, Cambridge MA: Belknap Press of 
Harvard University Press.  
 
Prasad, Eswar. 2014. The Dollar Trap: How the U.S. Dollar Tightened its Grip on Global Finance, 
Princeton: Princeton UP.  
 
Rajan, Raghuram G. 2010. Fault Lines: How Hidden Fractures Still Threaten the World Economy, 
Princeton: Princeton UP.  
 
Rhodebeck, Laurie A. 1993. The Politics of Greed? Political Preferences among the Elderly, 
The Journal of Politics, 55(2): 342–364.  
 



 24 

	  
Roosevelt Institute. 2011. Refuting the Reagan Legacy: Progressive Taxation is the Key to 
Prosperity, Next New Deal: The Blog of the Roosevelt Institute, 7 February, available at: 
http://rooseveltinstitute.org/refuting-reagan-legacy-progressive-taxation-key-prosperity/ 
[accessed December 21, 2015].  
 
Saez, Emmanuel and Zucman, Gabriel. 2014. Wealth Inequality in the United States since 
1913: Evidence from Capitalized Income Tax Data, NBER Working Paper Series, No. 20625: 
1–65. 
 
Schwartz, Herman M. 2009. Subprime Nation: American Power, Global Capital, and the Housing 
Bubble, Ithaca: Cornell University Press.  
 
Stiglitz, Joseph. 2012. 



 25 

	  
Winters, Jeffrey A. and Page, Benjamin I. 2009. Oligarchy in the United States? Perspectives on 
Politics, 7(4): 731–751. 
 
Wolff, Edward N. 2014. Household Wealth Trends in the United States, 1962–2013: What 
Happened Over the Great Recession? NBER Working Paper Series, No. 20733: 1–69. 
 
Wray, L. Randall. 2012. Modern Money Theory: A Primer on Macroeconomics for Sovereign Monetary 
Systems, Basingstoke UK: Palgrave Macmillan.  
 




