


Trumpageddon
America’s weakness was decades in the making. It took one man to 
put it on display for the world — and then fold.
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E X E C U T I V E   S U M M A R Y

In June 2026, on the sidelines of a G7 summit at Versailles, the President of the 

United States signed a memorandum with Iran — a ceasefire, unfrozen assets, 

and a reconstruction fund of “at least $300 billion” — in exchange for the 

reopening of the Strait of Hormuz. The strongest military power on earth had 

folded to an oil shock. The obvious reading is that Iran had become a new great 

power. The truth is more troubling: what folded was not American resolve, but 

the structure of America’s own balance sheet.

The test was not fate; it was authored. America’s fiscal fragility was structural 

and decades in the making, but latent fragility does not detonate on its own. 

The  escalation  that  drove  Iran  to  close  the  Strait  —  the  ultimatums,  the 

maximalist  demands,  the threats  with  no exit  ramp — was Trump’s.  The 

powder was America’s;  the match was his. On the narrow but decisive 

question — would this confrontation, at this moment, with the world watching, 

have happened without him — the answer is almost certainly no.

Once lit, the mechanism is mechanical. An oil spike toward $300 is survivable 

in  isolation,  but  it  is  never  the  whole  event;  it  detonates  downstream.  A 

confidence shock strikes a Treasury market near $28 trillion, a third of which 

must be refinanced within a year. The Federal Reserve is forced to choose 

between defending the bond market and defending the dollar — and if its 

support fails, the end-state is a forced monetary regime change: high inflation, 

financial repression, an equity drawdown of 80–90 percent in real terms, a 

debased reserve currency. Not collapse. A reset.

That is the true stake, and it dwarfs a news cycle. What stood in question was 

not an American recession but the model the world has run on since 1945 — the 

dollar as the riskless asset, U.S. Treasuries as the global store of value. A forced 

reset of the reserve-currency order is the gravest geopolitical event short of 

war: when the anchor moves, every ship moves. America stood closer to that 
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hinge than at any time since Bretton Woods — and the distance between “did 

not”  and  “could  not”  had  narrowed  to  a  single  oil  shock  and  one  man’s 

willingness to provoke it.

And Iran? It exposed the weakness; it does not own it. It holds a veto — the 

power to break the order — not a scepter, the power to rule it. It took the 

envelope and reopened the Strait, because the only card it could play destroys 

itself in the using. The episode announced a new kind of power in the world — 

but the new superpower is not Iran. It is the arrival of veto power as a force the 

order-setters can no longer ignore, and the proof of how quietly fragile the 

order had become.
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THE ARGUMENT IN ONE VIEW  ·  PART I

The Financial Chain

From a single act of disruption to a forced monetary reset — the full chain, and how fast it moves.
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THE ARGUMENT IN ONE VIEW  ·  PART II

The Human Floor

And from the reset, the cascade runs on — through households, firms, and labour, and finally into the politics  
of the street.
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A   N E W   W O R L D

n June 2026, at a dinner inside the Palace of Versailles, the 
President  of  the  United  States  signed  a  memorandum  of 
understanding with the Islamic Republic of Iran. He did it on 

the  sidelines  of  a  G7  summit,  between courses,  after  weeks  of 
insisting he would never make a deal. The agreement handed Iran a 
ceasefire,  the  unfreezing  of  assets,  and  the  promise  of  a 
reconstruction  fund  of  “at  least  $300  billion.”  In  return,  Iran 
reopened the Strait of Hormuz and lifted its grip on roughly a fifth 
of the world’s seaborne oil — some 20 million barrels a day, and a 
comparable share of its liquefied natural gas.

I

The man who once called the Obama nuclear accord “the worst 
deal ever” had just signed something that went further. Asked why, 
he did not hide behind strategy. He said he had not wanted to see 
an economic catastrophe. He said that without the deal, the market 
“would go down at levels that nobody ever saw before.”

That is  an extraordinary admission, and it  is  the right place to 
begin. Because the obvious reading — that Iran had become a new 
great power, a third pole capable of bending Washington to its will 
— is both more interesting and more wrong than it first appears. 
The truth requires walking through exactly what Iran did, exactly 
what it threatened, and exactly what kind of power that represents. 
The journey ends somewhere unexpected:  not  in  a  denial  that 
something new has arrived, but in a precise definition of what it is.

The hand that lit the fuse

Before any of the economics,  one fact  has to sit  at  the center, 
because everything downstream flows from it:  America did not 
stumble into this test.  It  was marched into it.  The fragility was 
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structural and decades in the making — but latent fragility does not 
detonate on its own. It needs a hand. And the hand was Trump’s.

The confrontation that drove Iran to close the Strait of Hormuz in 
late February did not fall from the sky. It was the product of a 
posture:  ultimatums delivered by social-media post,  maximalist 
demands with no exit ramp, threats that read like taunts — at one 
point, that “a whole civilization will die tonight.” Between March 
and June, by CNN’s count, he proclaimed a deal imminent dozens 
of times while the actual  policy lurched between bombing and 
bargaining. This was not a strategy with a bad outcome; it was the 
absence of strategy — escalation as instinct, with no one apparently 
asking what happens on the day after the threat.

And here is the cruelty of it, the part the world will remember. 
Trump campaigned, and governed, on the projection of strength. 
He wanted to display American dominance. What he actually did 
was engineer the one confrontation that exposed its limit — and 
then, when the oil price spiked and the bond market strained, fold. 
He lifted the cover on America’s  weakness himself,  in front of 
every adversary and ally on earth. The image that remains is not of 
dominance but of the strongest power on the planet flinching at an 
oil shock because its debt market could not take the strain. The 
bully’s instinct, meant to radiate power, is precisely what revealed 
its ceiling. The strength was the performance; the weakness was the 
fact.

None of this means Trump created the fragility; he did not. The 
$39 trillion of debt, the 123 percent of GDP, the trap that leaves the 
Fed no good move — those  were  built  over  decades,  by  both 
parties, and would have sat there, loaded, regardless. But loaded is 
not the same as fired. The powder was America’s; the match was his. 
And on the narrow, decisive question — would this test, at this 
moment, with the whole world watching, have happened without 
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him? — the answer is almost certainly no. That is the weight of one 
man:  not  that  he  made the  country  fragile,  but  that  he  chose, 
needlessly, to prove it.

The trigger and the fault line

Oil was never the disease. It was the match.

When Iran closed the Strait in late February, Brent ran from the 
high $70s to above $120. Gasoline spiked, inflation reignited, and 
the President’s approval ratings — already fragile — slid with the 
price at the pump. But a doubling of oil is something the modern 
American  economy  has  survived  before,  repeatedly,  without 
collapse: 1973, 1979, 1990, the spike to $147 in 2008. None produced 
a sovereign default. If an energy chokepoint were enough to break 
the United States, it would have broken long ago.

The genuine fragility lies elsewhere — not in the price of a barrel, 
but at the fiscal-monetary junction. Federal debt of roughly $39 
trillion — about 123 percent of GDP, up from 64 percent in 2007. 
Net interest of more than $1 trillion a year, now larger than the 
entire  defense  budget  and the  third-biggest  line  in  the  federal 
budget,  behind  only  Social  Security  and  Medicare.  Structural 
deficits with no political path to closure. Inside that structure, an oil 
shock is  far more dangerous than it  was twenty years ago,  not 
because oil bankrupts America, but because it forces an impossible 
choice on the central bank: raise rates to fight imported inflation 
and detonate the cost of the debt, or hold rates and let inflation run. 
That is the trap. Oil is merely the match held to it.

So  the  right  question  is  not  “can  Iran  collapse  the  American 
economy with oil?” It is: “what happens to a structurally fragile debt 
system when something lights the fuse?”
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What $300 oil would actually do

Take the most extreme version seriously. Brent today sits near $78. 
Suppose a sustained physical loss of supply drives it to $300 — 
nearly four times the current price, two and a half times the 2008 
peak, beyond anything the modern system has experienced in real 
terms.

$300 is not the 2008 peak with extra zeros — it is roughly double the worst the modern era has seen.

At $300, you are no longer in a world of high prices. You are in a 
world of rationing and allocation. Gasoline runs to eight or nine 
dollars a gallon; diesel worse, which is what raises the cost of freight 
and food. Headline inflation could leap by five to ten percentage 
points at the peak. GDP contracts — but the size of that contraction 
is easy to lowball, so it is worth stating with care. Taken in isolation, 
an oil shock of this magnitude knocks perhaps two to five percent 
off output: a real recession, the worst since the 1970s. But that is the 
damage from a single channel, and it is the wrong number for what 
$300 actually triggers — the oil is never the whole event, only the 
match. The compounded figure, once the bond market and credit 
are in play, comes later in this analysis, and it is far larger.
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And yet. Three things blunt even this. First, the United States of 
2026 is a net petroleum exporter; a higher oil price is now, at the 
national  level,  closer  to  an  internal  transfer  of  wealth  — from 
consumers to the shale states — than the pure import shock of 1973. 
Second, the oil-intensity of American GDP has fallen by more than 
half  since  the  1970s;  the  same  percentage  move  does  far  less 
damage. Third, and most important: $300 destroys itself. At that 
price,  demand  collapses  because  people  cannot  pay,  and  the 
collapse pulls the price back down. Add strategic reserves, shale 
ramp-up,  OPEC  spare  capacity,  and  substitution,  and  the 
conclusion is structural — $300 sustained is nearly impossible to 
maintain, because it annihilates the demand that creates it. Even 
$147 in 2008 lasted weeks, not years.

So $300 is a brutal stagflationary shock, not a doomsday device. 
The system contracts and distorts. It does not stop. The danger it 
exposes is the one named above — the fiscal-monetary trap — not 
“Iran bankrupting America.”

The fertiliser fault line

And oil is not the only thing that moves through that water. The 
same  chokepoint  carries  more  than  30  percent  of  the  world’s 
traded urea and roughly a fifth of its ammonia and phosphate — 
the nitrogen feedstocks beneath modern agriculture. It is the quiet 
artery almost no one watches, and it matters because roughly half 
of all  food production depends on synthetic fertiliser;  nitrogen 
alone  lifts  world  cereal  yields  by  about  62  percent.  Take  the 
fertiliser away and the soil does not feed eight billion people. It 
feeds far fewer.

But the damage does not work like an oil shock, and the difference 
is what makes it insidious. A fertiliser disruption is delayed and 
non-linear. Prices spike at once, yet the harm arrives a full growing 
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season  later:  a  farmer  who  cannot  afford  nitrogen  this  spring 
simply  applies  less,  and  the  yield  collapses  at  harvest,  six  to 
eighteen months  after  the  strait  closed.  The blow lands  not  as 
empty shelves but as food inflation and hunger, concentrated in the 
import-dependent economies of South Asia and Africa — the same 
places, the IEA notes, that run their fertiliser plants on the very 
LNG the strait also carries, so the input is severed twice over.

The transmission is lagged and non-linear: the input-cost shock is instant, the food-price wave arrives a  
season later. (Schematic.)

Quantify it honestly and it is neither trivial nor apocalyptic. This is 
not a uniform halving of world food output; the great producers — 
China, India, the United States, Europe — feed themselves largely 
from domestic supply. What the chokepoint strands is the traded 
layer: cut a third of globally traded urea and you remove on the 
order of a tenth of the world’s nitrogen supply, almost all of it from 
the most price-sensitive buyers on earth. The result is a regional, 
lagged, combustible food crisis — yields falling by tens of percent 
among  the  vulnerable  a  season  later,  tens  of  millions  pushed 
toward food insecurity. Deformation, again, rather than death — 
but this time with a human cost, and one that the financial pages 
will register only long after the harvest has already failed.
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The bond market and the dollar

Push the fuse to where it matters: a loss of confidence in the U.S. 
debt market itself.  Here is  the first  thing to hold clearly.  For a 
sovereign that borrows in a currency it prints, and whose currency 
is  the  world’s  reserve,  a  debt  crisis  does  not  take  the  form of 
contractual  default.  It  takes  the  form  of  inflationary  default. 
Creditors are repaid — in eroded dollars. That is the mechanism, 
and keeping it clear dissolves most of the confusion.

The chain runs: loss of confidence › demand for higher yield › a 
buyers’ strike at Treasury auctions › yields spiking › debt service on 
123-percent-of-GDP debt exploding › the Fed cornered. And at the 
end, the decisive turn —  fiscal dominance — where the Fed is 
forced to cap the yield curve to prevent the bond market’s collapse. 
That is, forced to print. And that printing is the un-anchoring of 
expectations. It is not a malfunction on the road. It is the road.

And  the  rollover  is  not  theoretical.  Roughly  a  third  of  the 
marketable market — about $9 trillion — matures within twelve 
months and must be refinanced at whatever rate prevails. A yield 
spike does not wait for new borrowing to bite; it hits a third of the 
existing stock almost immediately. That short maturity profile is 
precisely what turns a rate shock from a slow-building problem 
into an instant one, and it is the mechanism behind “debt service 
exploding” above.

The dollar’s response is where intuition fails. “Loss of confidence 
equals the dollar collapses” is wrong, or at least incomplete, because 
there are two distinct regimes. In a liquidity panic — a global risk-
off event — the dollar strengthens, even when the United States is the 
source  of  the  trouble,  because  some  $13  trillion  of  dollar-
denominated debt sits outside America and everyone needs dollars 
to service it. This is the dollar smile, and 2008 and March 2020 
both proved it: U.S.-origin crises that sent the dollar up. But in a 
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solvency crisis — a loss of faith in the sovereign itself — the picture 
inverts and turns dangerous: yields rise and the currency falls at 
the same time. That is the signature of an emerging-market crisis, 
and it is exactly what happened to Britain in September 2022, when 
Liz Truss’s budget sent gilts and the pound down together. That 
simultaneity is the tell that says: this time it is the sovereign, not 
merely risk.

Even then — decline, not annihilation. Reserve-currency status is a 
genuine  moat:  around 57  percent  of  global  reserves  remain in 
dollars — down from 72 percent in 2001, but a gradual two-decade 
drift, not a collapse — and there is no alternative at scale. The euro 
(about  20  percent)  is  structurally  fragmented,  the  renminbi 
(around 2 percent) non-convertible and untrusted, gold and crypto 
far too small to absorb the world’s savings. Foreign investors hold 
some $9 trillion of Treasuries, about 32 percent of the marketable 
market,  down from nearly  50 percent  in  2014  — so  a  foreign 
buyers’ strike bites at the margin. The quieter signal is elsewhere: 
the gold share of official reserves has more than doubled since 2015, 
from  under  10  percent  to  above  23  percent.  That  is  the  real 
diversification — a  years-long erosion,  not  an  overnight  crash. 
There is no off-switch, because there is nowhere for the money to 
flee overnight.

The Fed’s shrinking toolbox

This is where the analysis sharpens to its hardest point, and where 
the numbers matter most. In 2008 the Fed entered the crisis with a 
balance sheet of roughly $900 billion and inflation near zero. It 
expanded that balance sheet to about $2.2 trillion within months, to 
$4.5 trillion by 2014, and ultimately to nearly $9 trillion at the 2022 
peak — on the order of $8 trillion of expansion — and the world 
absorbed almost all of it with no inflationary penalty, because a 
liquidity trap and a global scramble for dollars soaked up every 
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dollar printed. Every unit of intervention bought stability and cost 
no credibility.

Today none of those conditions holds. The balance sheet never 
returned to its pre-crisis size; it still sits near $6.7 trillion. Inflation is 
no longer zero. And the market the Fed would have to backstop is 
no longer $5–6 trillion — the marketable Treasury market has 
grown to roughly $28–29 trillion, five to six times its 2008 size, 
against federal debt of about $39 trillion. The Fed begins this crisis 
already extended, into an inflationary wind, facing a market several 
times larger than the one it once rescued.

After every crisis the balance sheet ratchets up and never fully retreats — each rescue starts from a higher base.

The Fed’s room, then and now

Indicator 2008 Today (2026)

Federal debt / GDP ~64% ~123%

Marketable Treasury market ~$5–6 trillion ~$28–29 trillion

Fed balance sheet (pre-crisis › held 
today) ~$0.9 trillion ~$6.7 trillion

Fed balance-sheet peak ~$2.2T › $4.5T* ~$9.0 trillion (2022)

Net interest on the debt (annual) ~$0.25 trillion >$1.0 trillion**

Inflation backdrop when the Fed 
eased ~zero / disinflation elevated, sticky
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*Balance sheet rose to ~$4.5T via QE by 2014.  **Net interest now exceeds the entire defense budget and trails  
only Social Security and Medicare.  Sources: U.S. Treasury; Federal Reserve H.4.1; IMF; BIS.

So the flexibility of 2008 is gone — not in the mechanical sense, but 
in the sense that matters. The Fed never loses the ability to print. It 
loses the ability to print for free. The balance sheet has no ceiling; 
ten trillion, thirty, fifty are mechanically identical. But each unit of 
intervention is now paid for — in the currency and in expectations. 
The question was never how much the Fed can do. It is what each 
unit costs.

And the scale changes the math directly. To defend a given yield 
level in a market five to six times bigger requires intervention five 
to six times larger — meaning inflation and currency cost five to six 
times larger. Another $8 trillion of purchases, the size of the entire 
2008–2022 expansion,  would now be a  fraction of  the market 
rather than a backstop for it.  Scale does not disarm the Fed. It 
dramatically brings forward the moment when the cure becomes 
worse than the disease.

There is a menu, and it splits in two. There are tools that buy time 
—  balance-sheet-neutral  operations  that  are  not  quantitative 
easing:  Operation Twist,  relief  on the  leverage ratio  so  private 
balance sheets can absorb supply, a standing repo facility that lends 
against bonds without buying them. These are real, and they are 
exactly  what  distinguishes  a  fixable  plumbing  failure  from  a 
solvency crisis. But they buy time; they do not solve.

Then there is the fork — yield curve control, the nuclear option. 
Capping the curve does stop the nominal crisis in the bond market. 
But in an inflationary environment it requires unlimited buying to 
defend  the  ceiling  —  open-ended  printing,  guaranteed 
debasement. It does not escape the trap. It chooses to take the loss 
on the currency side instead of the bond side. Japan could run YCC 
because it had deflation, a current-account surplus, and debt held at 
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home. America, in this scenario, is the exact opposite on all three. 
Same tool, inverted environment, far more dangerous.

The only concrete precedent is the Bank of England in September 
2022. Facing precisely this — a buyers’ strike in gilts, pension funds 
unwinding, in an inflationary setting — the BoE did buy assets at 
the height of a confidence crisis. But it declared the intervention 
temporary, capped, and for market-functioning only — not policy. 
And the decisive point: what actually solved the crisis was not the 
buying. The fiscal side blinked. Truss and Kwarteng reversed the 
budget and were gone within weeks. The lesson is razor-sharp: the 
central bank can buy a bridge. Someone has to be on the far side of 
it. If the fiscal side does not blink, printing alone merely converts a 
debt crisis into a currency-and-inflation crisis.

So the Fed’s role contracts from solver to allocator of losses and 
buyer of time. No tool makes the loss disappear; someone always 
absorbs  it  —  bondholders  through  inflation,  savers  through 
financial repression, or growth through recession. The Fed only 
chooses who. The real solution — fiscal credibility — lies entirely 
outside its hands. In Congress, not the Fed.

When the tools stop working

Suppose the Fed’s support loses its effect — suppose the market 
sells  into  its  buying.  The  diagnostic  signal  is  the  moment 
intervention stops calming and starts igniting: the Fed deploys, and 
yields keep rising while the dollar falls. From there the sequence is 
mechanical. The leveraged basis trade unwinds into forced selling; 
repo seizes because the collateral itself is the thing falling; banks 
crystallize unrealized losses in a national-scale version of the SVB 
mechanism; money funds risk breaking the buck; private credit 
freezes; the consumer is crushed between collapsing real income 
and debt service that spikes exactly as employment disappears.
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That SVB mechanism is not hypothetical, and it is rate-sensitive in 
a  way  that  makes  it  dangerous  here.  Industry-wide  unrealized 
losses on bank securities portfolios peaked near $684 billion in 
2022 and have since drained to around $306 billion as rates eased. 
But “drained” is the wrong word for “latent”: a yield spike to finance 
the fiscal  crisis  re-inflates  those losses  almost  instantly,  turning 
paper marks into the same solvency scare that felled Silicon Valley 
Bank — only system-wide, and at the exact moment the Fed is least 
able to ease.

This is also where the earlier recession figure must be corrected, 
because it understates the real risk. Minus two to five percent is an 
oil shock  in isolation; it  is not what happens when the channels 
compound.  Stack  them — the  energy  shock,  the  bond-market 
break, fiscal dominance, a credit freeze, and a consumer who is 70 
percent  of  GDP  cracking  under  all  three  at  once  —  and  the 
contraction is not additive but multiplicative, because each channel 
feeds the next. The honest range is therefore graded: around minus 
five percent if it stays a deep, oil-driven recession; widening toward 
minus fifteen to minus twenty-five percent if  the bond market 
breaks and credit seizes. The reference class is no longer 2008 — a 
single-channel,  privately-sourced  shock  the  Fed  extinguished 
freely — but Greece after 2010, which lost roughly a quarter of its 
output to a sovereign-and-banking spiral, or, at the tail, the Great 
Depression.  That  is  a  depression,  not  a  recession.  And  the 
distinction matters in both directions: a contraction on that scale is 
historic  and  dispossessing  —  and  still,  as  everywhere  in  this 
analysis, a system that contracts violently, not one that stops.

But here the thread held throughout this analysis holds again. Even 
at the extreme, the result is not “the machine stops.” It is a forced 
monetary regime change: high inflation plus financial repression 
plus restructuring, with the currency absorbing the loss the bond 
market refused to take. That is the closest one gets to “absolute” — 
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and it is genuinely severe, genuinely historic. But it halts precisely 
where the decentralized capacity to improvise and the privilege of 
the reserve currency slow the fall.

This matters because of a distinction people collapse too easily. 
Irreversible is not the same as absolute. Irreversible is the axis of 
time: no return to the prior order. Absolute is the axis of depth: 
zero function,  a  void.  One can be entirely  irreversible  without 
being absolute — and that is the common case in history, not the 
exception. Britain after 1945 never returned to being an empire — 
wholly irreversible. It also did not collapse; it became a mid-sized, 
functioning European state. Deep, irreversible regime change with 
no “absolute” anywhere.

And the reason America does not become Weimar is mechanical, 
not  optimistic.  Weimar  was  not  “very  high  inflation.”  It  was  a 
specific machine requiring specific conditions: debt denominated 
in foreign currency and gold (reparations that could not be inflated 
away), a collapse of the real production base (the loss of the Ruhr), a 
central bank that actively and openly financed the state, and an 
institutional vacuum — a four-year-old republic with no reservoir 
of trust. America has the opposite of the first three. Its debt is in the 
currency it prints; it can inflate it away — which is exactly what 
makes its default “soft” rather than “hard.” Its production base — 
food, energy, technology — contracts but does not vanish; excess 
money chases a shrunken economy, not a void. And a state that can 
still levy real taxes is never forced into hyperinflation, because it 
always retains the exit of financial repression: the slow, controlled 
erosion of debt on the backs of savers, which keeps the system alive. 
Hyperinflation is what happens to states that have lost the ability to 
collect.  America  has  other  options.  It  will  choose  the  slow 
dispossession over the explosive erasure, because that leaves it alive 
as a sovereign.
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The variable that decides which of the two it becomes is velocity — 
the speed at which money changes hands. It sits near 1.4 today, 
having climbed off its 2020 record low of 1.1, and well below the 2.2 
of  the  late  1990s.  The  danger  is  not  the  level  but  the  turn: 
hyperinflation  is  never  simply  a  quantity  of  money,  it  is  the 
moment the public loses faith and flees the currency — everyone 
spends at once, velocity spikes, and the spiral detaches from any 
monetary anchor. That switch is psychological, not arithmetic, and 
it can run faster than institutions can respond. It is the one channel 
on which an America that prints into a confidence collapse could, in 
principle, cross from severe inflation toward the Weimar machine 
— which is exactly why the credibility of the backstop, not the size 
of it, is the whole game.

What is real, then, in the modal case, is very high, episodic inflation 
inside  a  regime  of  financial  repression.  Historic,  dispossessing, 
painful.  But  a  currency  that  survives  as  a  currency  —  not  a 
banknote thrown away.
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The whole machine in one view: a single act of disruption divides into parallel shocks, which reconverge on 
the Fed’s impossible choice and end in a forced monetary reset. The left axis tracks how fast it moves — hours  

to months.

The human floor

None of this is bloodless. The American consumer is roughly 70 
percent of GDP, and a balance-sheet crisis becomes a social one 
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through that channel. Unemployment rises exactly when the tool 
meant to soften it — rate cuts — is neutralized by inflation; that is 
the heart of stagflation. Household debt, far more rate-sensitive 
than in the 1970s, turns a credit freeze into a wave of consumer 
bankruptcies,  which  feed  back  into  the  financial  core  through 
securitization. And the shock is violently regressive: the bottom 
deciles  spend  the  most  on  energy,  food,  and  debt  service  — 
precisely the three things that explode. Inequality blows open, and 
the question stops being economic.

The second cascade: the monetary reset transmits through households, firms, and labour — and from there into 
the politics. This is the human floor the financial chain finally reaches.

20



Here is the one place where “absolute” is not unreasonable — and it 
deserves to be stated plainly. Markets correct themselves; a bond 
priced too cheap attracts a buyer. Politics has no arbitrage. A state 
that loses legitimacy has no automatic mechanism that re-prices it 
and restores trust. A society can break in a way a market cannot. 
The  polarization  in  a  25-percent-unemployment  America  — 
armed, geographically sorted, institutionally distrustful — could 
reach levels with no clean precedent.

And yet what holds 340 million people is not monetary policy. It is 
three things: legitimacy (the belief that there is a path forward and 
that the system is fair enough), state capacity (and here the physical 
moat  is  decisive  —  America  is  a  giant  exporter  of  food  and 
domestic energy; hunger would come from distribution and price, 
not  absence),  and,  less  comfortably,  coercion.  The  Great 
Depression  held  —  at  25  percent  unemployment  —  because 
Roosevelt deliberately rebuilt the social contract; the New Deal was 
a project to save democracy from collapse. Weimar did not, and the 
result  is  known.  That  is  the fork,  now at  social  scale:  does  the 
political response restore legitimacy in time, or lose it?

The dark modal outcome is therefore not a void. It is a forced 
reconstitution of authority in a harder form — authoritarian drift, 
emergency powers, a hollowed democracy, exploding inequality, 
perhaps severe federal-state strain. History is unambiguous here: 
states reconstitute order more brutally far more often than they 
evaporate. The absolute void is the rarest outcome, because it is 
unstable — someone always fills the vacuum, fast.

This  is  the  full  fragility  chain.  It  is  real,  it  is  severe,  and  it  is 
genuinely worse than the market is pricing. It is also, at every link, 
managed  rather  than  absolute  —  deformation,  not  death. 
Distributed systems under pressure do the same thing everywhere: 
they distort to the edge, and they keep beating.
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What was actually at stake

Step back from the mechanics, because the mechanics obscure the 
magnitude. What the full scenario describes is not a bad American 
recession. It is the end-state of the model the world has run on since 
1945 — the dollar as the riskless asset, U.S. Treasuries as the global 
store of value, American debt as the foundation beneath nearly 
every other balance sheet on earth. Pull the chain to its conclusion 
and that model does not merely wobble; it  resets. Not to zero — 
never  to  zero  —  but  to  something  fundamentally  different:  a 
debased reserve currency, financial repression as standing policy, 
the  dollar’s  share  of  the  world’s  savings  eroded,  and  the 
gravitational  center  of  global  finance  dragged,  however  slowly, 
toward multipolarity. This is the point this whole analysis has been 
circling: the danger was never collapse. It was a forced re-founding 
of the world’s monetary order — which is a graver thing, because it 
is survivable, and therefore plausible.

That is the true stake of the episode, and it is why it deserves far 
more weight than a news cycle gave it. A forced reset of the reserve-
currency order is the most consequential geopolitical event short 
of war: it redraws the economic, monetary, and strategic balance of 
power for every nation at once, because every nation’s reserves, 
trade, and debt are denominated in the very thing being repriced. 
When the anchor moves,  every ship moves.  The United States 
stood, in June 2026, closer to that hinge than at any point since 
Bretton Woods. It did not cross it. But the distance between “did 
not” and “could not” had narrowed to a single oil shock and one 
man’s willingness to provoke it — and the world, having watched 
the strongest power on earth flinch, has already begun to price the 
difference. That repricing does not reverse. Something shifted in 
June that does not shift back.

22



The power question

Now to the heart of it — because everything above was the case for 
taking Iran seriously. It establishes that Iran located, and squeezed, 
a genuine American vulnerability. The question is what kind of 
power that represents.

Start  with  the  right  definition,  the  one  its  proponents  offer:  a 
superpower is one that can set agendas — geopolitical, economic, 
military. Test Iran against it honestly, on each axis, and a pattern 
emerges. Iran did not set an agenda. It vetoed one, for a moment.

Geopolitically, Iran prevented America from continuing to strike 
it. That is a veto on another’s plan. But did it set the order of the 
Gulf?  No — the U.S.  Fifth Fleet remained, the bases remained, 
Saudi Arabia and the Emirates remained Washington’s allies.  It 
survived the attempt to bend it. Survival is a veto, not an agenda. 
Economically, Iran spiked the oil price for a moment — but Brent 
fell back to the high $70s the moment it signed, with forecasters 
already  calling  for  $80.  Agenda-setting  leaves  a  new  structure 
behind; a passing disruption leaves nothing. The proof is that the 
market priced the entire premium back out within days. Militarily, 
Iran projected power onto the waters in its own backyard and made 
itself expensive to attack. That is deterrence — and deterrence, 
again, is veto: it prevents you from acting against me. It does not 
dictate what I do.

The decisive distinction is  this:  an agenda-setter  shapes others’ 
behavior continuously, even when passive. The world runs on the 
dollar while America sleeps; it adjusts to the Taiwanese chip every 
day;  it  positions against  the U.S.  fleet constantly.  A veto power 
influences  only  when  it  activates  the  threat,  and  only  while  it 
activates it. Iran’s influence lasted exactly as long as the crisis and 
expired with the signature. What expired on the ceasefire was not 
an agenda. It was an attack.
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This is the line that survives every reframing:  disruption is not 
power;  it  is  extortion. A terrorist  with a hand on a switch can 
disrupt a city — that does not make him the mayor. The ability to 
destroy an order and the ability to shape one are different axes that 
have never been the same.

The two axes the analysis refuses to conflate. The economic giants set the order; the veto powers can only break 
it. Iran sits where it does — high and isolated — not because of its size, but because of its position.

The mafioso on the nineteenth floor

The  sharpest  version  of  the  counter-case  is  a  parable,  and  it 
deserves  its  due.  Picture  a  high-rise.  On the  twentieth  floor,  a 
billionaire. On the nineteenth, a mafioso who stops at nothing — 
who  carries  the  character,  history,  and  ambition  that  most 
chokepoint-holders lack. You can call him unproductive, a thug. He 
is also strong, and feared.
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The parable  lands  a  real  point  I  had  missed:  willingness.  Two 
neighbors  can  hold  the  same  gun;  the  dangerous  one  is  not 
whoever’s  weapon is  larger,  but  whoever  will  actually  pull  the 
trigger.  Character,  ideology, tolerance for pain — these are not 
noise around power; they are its multiplier. This is exactly what 
separates Iran from Taiwan, the Netherlands, Morocco: they hold 
leverage but would never pull it. The mafioso would. That makes 
him dangerous and influential  far  beyond what  the size  of  his 
apartment implies.

But run the parable to the end. What can the mafioso actually do? 
Threaten  the  billionaire.  Extract  protection  money.  Burn  the 
building down — his own apartment included. He is real terror. 
What he cannot do is become the billionaire — write the building’s 
rules, own the floors, decide what gets built across the street. His 
power is entirely the power to prevent and to extort. Zero power to 
build. He sets what will not happen to him. He does not set what will 
happen in the building.

And note the resolution the parable supplies on its own: when the 
billionaire offered an envelope — a $300 billion reconstruction 
fund, unfrozen assets, a ceasefire — the mafioso took the envelope 
and calmed down. A mobster who accepts protection money and 
stops  threatening has  proved precisely  what  he  is:  a  successful 
extortionist,  not  the  owner.  Had he  held  the  power  to  set  the 
building’s agenda, he would not have taken an envelope. He would 
have taken the building. He settled for room to breathe. That is the 
self-evidence of veto power, not scepter power.

Which is also the answer to the strongest claim of all — that the 
strong man “gets what he wants, even against America, China, and 
Russia combined.” Imagine it were true. Then why did Iran sign? 
Why reopen the Strait?  One who can impose his  will  on three 
superpowers does not compromise on a ceasefire; he dictates. Iran 
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compromised — took what was offered instead of what it wanted. It 
did  not  get  the  U.S.  out  of  the  Gulf,  did  not  break  the  Saudi 
alliances, did not win hegemony, did not erase Israel. It got survival. 
That is the conclusive proof: strong means I can make you hurt. 
Superpower means I  can make you obey. Iran made America 
decide it wasn’t worth continuing. The decision stayed America’s.

The real test: the bomb

There is one test that could genuinely overturn this, and it deserves 
a direct answer: nuclear weapons. That is what Iran wanted, what it 
holds in suspension, and — in the view of those who see it as the 
new superpower — what it will keep.

Concede the weight of it. The bomb is the one lever that does not 
deplete  with  use  and  does  not  commit  suicide.  It  converts  a 
transient,  self-destructing  veto  —  Hormuz,  water  —  into 
permanent, stable deterrence. It solves exactly the two weaknesses 
of Iran’s leverage: its single-use nature and its suicidal symmetry. A 
nuclear card sits on the table loaded forever, radiating deterrence 
every day without being played. A nuclear Iran genuinely upgrades 
from  “regional  veto  power”  to  veto  power  with  existential 
immunity. That is a real and significant elevation, and it should be 
granted without stinginess.

Two reservations, one factual and one conceptual. The factual one: 
“holds it, and will keep it” is the open question, not a premise. The 
memorandum  establishes  monitoring,  speaks  of  transferring 
enriched material, “cameras on every inch,” and an explicit threat 
that  if  no  nuclear  agreement  is  reached,  the  program  will  be 
destroyed. The bomb is the bargaining chip of the next sixty days 
— not a finished asset in the pocket. Israel has declared it will not 
live with a nuclear Iran. Building a superpower’s crown on an asset 
not yet secured is the heart of the next round, not its conclusion.
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The conceptual one is more important, because it holds even if the 
factual bet pays off. The bomb grants a perfect veto. It still does not 
grant a scepter. And the proof has stood in front of us for two 
decades:  North Korea. It got exactly what Iran wants — a tested, 
fortified, irreversible weapon. What did it buy? Absolute existential 
immunity: no one will attack Pyongyang. And regional hegemony? 
Agenda-setting? Influence over the global order? Zero. North Korea 
is the most isolated, impoverished, and inconsequential state on 
earth. The bomb gave it armor, not a scepter. It guaranteed that no 
one could coerce it — and gave it no ability to coerce anyone.

That is the distinction in its purest form. The bomb is the ultimate 
expression of veto power — and therefore the very proof that veto 
is not superpower. It makes you unkillable. It does not make you 
the owner of the building. A nuclear Iran would be North Korea 
with oil and geography: fortified, dangerous, immune — and still 
not the author of the world’s agenda.

The new superpower, redefined

So return to the question we started with, and let it mean what the 
analysis has earned.

Something  new  has  arrived.  A  regional,  sanctioned,  mid-sized 
economy held a multidimensional veto — a chokepoint over oil 
and gas, a hand on the region’s desalinated water, a willingness to 
pull the trigger that most chokepoint-holders lack — and with it 
forced the strongest military on earth to sit down and sign. That is 
not nothing. It is historic. It is a genuine elevation from “a state that 
can  be  ignored”  to  “a  state  that  cannot  be,”  one  that  reshapes 
everyone’s behavior through fear. The instinct that this matters is 
correct.
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But what it represents is a new kind of power, not a new occupant of 
the top tier. Call it the veto power: the capacity to say no with a 
force that cannot be ignored, and to charge a price for the no. The 
capacity to hold the order hostage rather than to build it. To flip the 
table rather than to sit at its head. This is the category Iran now 
embodies  more  vividly  than  any  state  on  earth  —  more  than 
Turkey at the Bosphorus, more than the chip in Taiwan, more than 
rare earths in Beijing — because it married the leverage to the will 
and, with the water, to the existential.

And perhaps that is the real new superpower of this era — not a 
nation that has joined the United States, China, and Russia, but a 
type of leverage that has come of age. We are entering a world in 
which the agenda-setters — the powers that shape the order others 
live in — can be dragged to the table by actors who cannot shape 
anything,  but  can  break  everything.  The  chokepoint,  the 
desalination plant, the loaded bomb in the basement: these now 
confer a seat that the size of an economy never used to grant.

It is the most consequential shift the system faces, and it is worth 
naming  precisely,  because  precision  is  the  difference  between 
preparing  for  the  right  danger  and  the  wrong  one.  The  new 
superpower is not Iran. It is the arrival of veto power as a force that 
the order-setters can no longer ignore. Iran is simply its loudest 
avatar:  the mafioso on the nineteenth floor,  who can burn the 
building but can never own it — and who, offered an envelope, 
proved he knew the difference himself.

The distinction survived every test in this analysis, and it is the one 
to carry forward. The power to make the world hurt has never been 
the same as the power to make the world obey. The first can be 
enormous in a small and cornered state. The second still belongs 
only to those who set the agenda the rest of us wake up inside. Iran 
reached, decisively, the first tier of veto power. It did not — and 
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with a card that destroys itself in the using, cannot — reach the tier 
of those who hold the pen.

And that is the last irony to hold. Iran never had the power to bring 
America to this point — only America could do that to itself, and 
only one man could choose the moment. The veto on the table was 
Tehran’s; the hand that put the question there, that lifted the cover 
and dared the world to look, was Trump’s. A structural weakness 
can  lie  dormant  for  decades.  It  takes  a  particular  kind  of 
recklessness to insist, in front of everyone, on proving it is there.
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