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The Good News:  Long-Term Trends Don’t Change Quickly

HALO Branded Solutions Nets Debt Financing for 
Acquisition by TPG Growth

 Antares Capital will provide debt financing to 
back TPG Growth’s and management’s purchase of 
HALO Branded Solutions, a marketing services plat-
form that distributes promotional products and pro-
vides employee-recognition services, sources said.
Details of the syndication haven’t yet emerged.
 Audax Private Equity is the seller. The transac-
tion is expected to close during the second quarter.
TPG Growth’s other investments in the business 
services sector include Medical Solutions, a provider 
of healthcare staffing solutions for acute and post-
acute care facilities in the U.S., and Frank Recruitment 
Group, a U.K.-based specialist IT staffing firm.
 Headquartered in Sterling, Illinois, HALO 
partners with more than 60,000 clients across the 
country. The company operates across two business 
lines: HALO Branded Solutions, one of the world’s 
largest distributors of promotional products; and 
HALO Recognition, which designs and administers 
employee incentive and rewards programs for enter-
prise customers.

 - Chris Donnelly
chris.donnelly@levfininsights.com
917.654.0319

Lower Middle Market: Vision Integrated Partners 
platform nets LBO financing from Firmament Group, 

Cadence Bank

 The Firmament Group has team up with several 
ophthalmology practices in California and Florida to 
launch Vision Integrated Partners, a management ser-
vices platform for the eye care industry.
 Financing for the deal was provided by Firma-
ment and Cadence Bank.
 Washington, D.C.-based Firmament, formerly 
known as McLarty Capital Partners, invests $5 million to 
$30 million in companies that generate $3 million to $30 
million of EBITDA. 

—Kelly Thompson
kelly.thompson@levfininsights.com
773.867.1080

Lower Middle Market: Destiny Solutions sponsor hits 
Saratoga Investment Corp for LBO financing

 Saratoga Investment Corp. has provided 
Riverside Co. with debt financing to back the buyout 
of Toronto software company Destiny Solutions. 
Riverside announced the deal yesterday. Terms were 
not disclosed.
 Destiny Solutions software is used by higher 
education institutions to manage continuing educa-
tion and nondegree programs for “new traditional” 
students who do not fit the traditional definitions of a 
young adult pursuing a full-time degree.
Riverside said it plans to pursue add-on acquisitions 
to expand the product suite and add new capabilities.

—Kelly Thompson
kelly.thompson@levfininsights.com
773.867.1080

The Dollar, Deficits and Oil 

 In light of the continued trade war between the U.S. and China, this research piece will examine how 
the U.S. dollar gained its position as the world’s reserve currency, how this relates to international trade and 
its macroeconomic consequences. Topics included in this exploration will delve into a brief history of 
commodities and currencies, the use of oil as the de facto “gold-standard” for the U.S. dollar, and the U.S.-China 
trade balance. The role of the dollar as the de facto international currency has had numerous effects on the 
composition of the U.S. economy, access to capital and deficit spending. As this relationship changes it will 
create knock-on effects throughout the domestic economy that will have reverberations for credit in the U.S. 

Modern History to 1970’s 

 For much of recorded history currencies have been related to a commodity as a way to indicate their 
value. Obviously, there are some major generalities in this statement but, nonetheless, a commodity has been 
involved in many societies and civilizations for conducting commerce. This pegging has been done for behavioral 
and psychological reasons as much as it has been done for economic reasons. Currencies like commodities 
only have as much value as people demand them. Similarly, with a currency, if there’s no desire for that 
currency then individuals will seek some other currency or a physical asset to exchange the currency. Since 
gold (particularly gold) and silver have always had an element of desirability using these metals as a currency 
was a natural starting place for mediums of exchange. 

 Eventually as economies grew and technologies advanced the limits of finding, excavating, refining 
gold into currency, nonetheless transferring gold bullion, became too great, paper currencies thus entered 
into circulation and use. Pegging a paper currency to gold was a signal of economic stability and status. A 
currency backed by gold was a sign of economic prudence and discipline. Ultimately, currencies that were 
convertible into gold helped international trade expand by providing reliable pricing of goods and ease of 
convertibility into other currencies.  

 Under a gold standard a nation’s wealth or economic superiority was tied to the amount of gold it had, 
hence economists and policy makers of the day sought mercantilist policies (trade surpluses and protecting 
domestic industries) to ensure enough gold was maintained to support the exchange rate. The major currencies 
of Europe and the U.S. dollar were tied to gold creating a reliable pricing and balance of payment network 
that directed investment (gold) to the most attractive investment country and trade through the most 
competitive country. Essentially trade and investment were ordered through of system of invisible weights 
and balances that forced economies to correct any serious imbalances. 

 This system of pricing currencies against gold worked well for hundreds of years, preventing any one 
country from running too high of a deficit and any one country accumulating too much gold. The system 
broke down quite dramatically between the two World Wars and arguably helped create and exaggerate the 
global depression of the time. The re-introduction of the gold standard after WWII in the Bretton-Woods system 
created more stability and flexibility in the currency markets. The stability of this system was dependent on 
U.S. economic stability. In hindsight this system was unstable, and unsurprisingly, this system did not last due 
to continued deficit spending by the U.S., the gold standard broke in 1971. 

 This appeared to be the end a century’s long tradition of backing a currency to a physical asset. 
Instead, an outright abandonment gold was simply replaced, albeit unofficially and more loosely. Gold was in 
many ways replaced by oil during this time frame; both a political and economic transition. The USD’s connection 
to oil has had monumental effects on the U.S.’s position in trade, deficit spending and low costs of capital. 
The dollar’s connection to oil helps explain current economic circumstances providing a backdrop to the 
very recent trade issues with China. As China continues to nudge its way onto the world stage, one can expect 
China to mimic prior U.S. economic policy. If properly implemented, these policies can affect the dollar’s 
international standing and ultimately the functioning of the U.S. economy. 

Beginning of the Oil and the Dollar: 1970’s 

 In order for the U.S. government to avoid the currency and monetary dilemmas that plagued it in 
the run-up to the collapse of the Brenton Woods system and if the U.S. wanted to continue persistent trade 
deficits a more fluid backing to the dollar was needed. Although never publicly stated as the peg for the 
U.S. dollar, oil and the dollar have been inextricably linked since the 1970’s. Under the gold standard the U.S. 
would have had to increase interest rates and decrease its deficit in order to ensure convertibility, not so now. 

 The U.S. dollar has maintained its top position and arguably increased its dominance after the collapse 
of Bretton-Woods by creating a new supply-demand relationship. To create this relationship, the U.S. made
 a number of agreements with Saudi Arabia, going into detail on those isn’t the scope this article, but the key 
for the U.S. was the exclusive pricing of oil in dollars. By tying the U.S. dollar to the oil trade, the government 
ensured that foreign buyers would need to hold and use dollars for a commodity that every country was 
expected to need. Additionally, the absence of a technical peg gave the U.S. economy the flexibility to borrow, 
trade and deficit spend without the worry of causing a run on its currency. This process is reinforced through 
a process coined as  Petrodollar recycling. 

 This agreement has been crucial at keeping the dollar as the global reserve currency, it also has been 
instrumental in allowing the U.S. government to run a persistent deficit. Simply put, if other nations with large 
current account surpluses need dollars to purchase oil it the dollar’s network effect increases as it encourages 
investment in dollar denominated assets. Foreign creditors are therefore incentivized to ensure the dollar 
retains its relative value as creditors don’t want to see the value of their assets decrease through mere 
currency depreciation or in the case of many foreigners the cost of their debt increase due to a rise in the 
value of the dollar. 

 As this system grew it became self-reinforcing, as the U.S. grows through continued foreign investment 
more dollars entire the system, more growth leads to more consumption, etc. Today, this trade system has 
allowed the U.S. to avoid saving (running consistent deficits) as capital will be provided by foreigners. China 
is beginning to challenge this system through its increased demand for oil and growing economic and 
geo-political influence. 

China’s Economic Growth: 1980’s – 2000’s 

 China’s economic growth and the accompanying influence has been an unprecedented accomplishment 
in modern history in terms of the speed and scale in which this growth has come about. In order to grow, 
the Chinese government liberalized many aspects of the economy in the 1980’s and 1990’s, paving the way 
for export-led growth leading to a much lower value of the yuan to the dollar  (World Economic Form). 
Subsequently, the U.S. was experiencing strong economic growth from the recessionary period of the 1970’s 
which helped the dollar to appreciate; the perfect conditions for Chinese manufacturers to increase exports 
to the U.S. 

 Cheap labor in China and a stronger economy in the U.S. led to massive export growth in China and 
dramatic rise in a trade deficit to China. As, Chart I shows the cheaper yuan had significant results, the dollar 
nearly tripled in value to the Yuan and imports from China grew exponentially. The chart is slightly outdated 
but not much has changed in the way of the Yuan’s value or U.S. trade deficits in the past decade. 

Chart I

Source: https://www.businessinsider.com.au/yuan-dollar-conflict-2010-4

 Today, China is being forced to adapt and grow its economy beyond manufacturing into more 
consumption-based growth. This transition is needed in order to avoid what’s called the “middle-income 
trap”. The middle-income trap arises when a developing country rapidly moves from agricultural production 
to manufacturing but stalls in its transition from manufacturing (export-based) growth to consumer-based 
growth. Understanding the economic implications of the middle-income trap is critical to understanding the 
current trade war and China’s approach towards the oil trade. 

 As China looks to move from an export-based economy it has to tactfully shift away from dollar 
denominated assets whilst reducing its dollar reserves to a level that doesn’t spur too much appreciation 
of the Yuan, or equivocally too much deprecation of in the dollar. For reference China has currently has $1.2 
trillion-dollar denominated assets  (US Treasury) and approximately $3 trillion FX reserves, no small amount 
of assets to be considered. 

 While the current news coverage on the U.S.-China trade imbalances focuses largely on tariffs, and 
tit-for-tat attacks, the underlying issues facing the two countries are fundamental economic issues. The 
events of the past 30+ years have brought benefits to both sides, but this economic relationship is being 
forced to change if both country’s want to achieve their stated economic goals. These goals being the U.S. 
decreasing its trade imbalance and brining growth above 3% annually and, China maintaining adequate 
growth and continuing to provide economic progress to ensure a subservient society. 

Oil Consumption and the flow of Credit: Today 

 As mentioned, the U.S. has maintained a hegemonic position in the global oil trade. Brent Crude and 
WTI, the two main classes of oil that are traded in international markets are priced in dollars. China has 
recently disrupted this system, by introducing Yuan based oil futures. Pricing oil futures in Yuan is a significant 
first step to challenging the dollar’s position in international markets. 

 Graph II shows China’s recently priced oil futures contracts which were met with a burst of demand. 
The introduction of Yuan based oil futures is principally a consequence of China’s oil demand and rising 
geo-political influence. In the past 10 years China has quickly surpassed the U.S. in oil imports, and as the 
EIA (U.S Energy Information Administration) has forecasted, this trend is expected to continue into the 
foreseeable future.

 Pricing oil in yuan futures, not only provides China a useful currency hedge, it will give China empirical 
evidence to influence major oil producers to eventually start pricing oil in Yuan for physical delivery. As 
China seeks to expand its geo-political influence growing, its economic influence plays an equally important 
role.  It should be noted that China cannot yet import oil with yuan, dollars still must be used for physical 
purchase. This hinderance obviously limits the effectiveness of China’s progress. 

Graph II

Source: https://oilprice.com/Geopolitics/International/China-Takes-First-Step-In-Paying-For-Crude-Imports-In-Yuan.html 

 In a simplified analysis of this budding situation largely depends on one’s view of the power dynamics 
of the international monetary situation. If one is to view the situation as a zero-sum game then China’s gain 
is the U.S.’s loss. Many of the protectionist and trade-hawk agendas are rooted in this philosophy. While the 
view is easily criticized in todays globalized free-market economy, there are economic factors to consider. 
There simply can’t be two “#1” economies or two “#1” reserve currencies. Two countries or economies can 
share a relatively similar share at the top, but most often economics network effects create the condition 
whereby one economy comes to dominate. 

 If one views the economic system as a non-zero sum, then the gains by China are of less concern. In 
this sort environment, gains and losses do not necessarily offset; suggesting China’s gaining market share 
won’t necessarily pull credit and economic influence from the U.S. in a one-for-one manner. One way to view 
this sort of system is seeing that even for the economic growth and possibilities present in China, foreign 
direct investment (Chart III) in the U.S. has still remained strong despite the rise in investment to China. 

Chart III

Foreign Direct Investment (annual investment in $ billions)

Source: The World Bank

 In the realm of these two viewpoints the likely result of China’s foray into commodities markets and 
establishing the Yuan as an international currency is it will force the U.S. and China to enact serious reforms. 
If China is able to exert enough influence in the region the Yuan may very well become the currency of 
choice for trade and credit; creating an economic zone much like the EU. This will undoubtedly to an inde-
terminable extend pull credit and trade influence away from the U.S. The U.S. economy could expect to see 
a more cumbersome trade process with countries in China’s sphere of influence requiring payment in Yuan. 
As an example, major oil trading partners with China, such as Russia, and most seriously Saudi Arabia would 
direct more of their trade surplus into Yuan in this type of scenario. This situation would be the greatest con-
sequence to the U.S. as it would force a reduction in consumption as fewer foreigner investors (savers) would 
provide credit for U.S. consumption. 

 More favorably, the emergence of the Yuan can provide a number of economic benefits, such as 
increased U.S. exports and less reliance on foreign creditors. The tension and fear that has risen between the 
U.S. and China is not unlike prior trading spats. Many of the U.S.’s current trading partners, particularly those 
in the EU were once viewed with hostility and disdain are now cooperated with more favorably and seen 
as key trading allies. If both parties are willing to learn from past trade war mistakes the situation presents 
an opportunity for both countries to achieve desired economic ends and create a more sustainable trade 
environment going forward. As this situation evolves one can expect its long-term consequences to disrupt 
credit flows to the U.S. unfavorably, or create a more sustainable trade and credit situation for the U.S. econ-
omy as the result of substantial reforms. 
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 The U.S. economy is an absolute juggernaut.  We simply do not give enough appreciation to the size, 
strength and capability of the U.S. economy. It is good every once in a while to take a step back and marvel 
at just how impressive and wondrous is the U.S. economy.  The world has never seen anything like it and with 
each generation and decade that passes, it grows considerably larger and more impressive.  There has never 
been a better time or place to be alive, financially or economically than right now in the United States.  

 We take growth and massive daily economic output for granted, living in the U.S.A.  Most countries do 
not have stable, steady, growing economies and even the ones that do, cannot hold a candle to the U.S., in 
terms of size and strength.  These are truly amazing facts and amazing times, in which we live.  Opportunity for 
employment, wealth creation, entrepreneurship and business mobility abound everywhere in the U.S. economy, 
right now.  Access to capital is at an all-time high and our support systems are healthier and more stable than 
ever.  Our debt markets are the most efficient in the world, our banking system is relatively healthy and our 
capital markets dwarf any others operating today.  New York City remains the largest financial center in the 
world by a long shot.

 These facts are the reason why the U.S. dollar is the reserve currency for the world, why English has 
become the primary language for business globally and why the U.S. markets lead all discussions about the 
global economy.

 The United States produces one-fourth of the entire world’s gross economic output.  The U.S. economy is 
larger than the aggregate economies of all countries in the European Union combined, and it isn’t even close.

 And the good news for all of us is that these are long-term trends and long-term trends do not change 
quickly.  Like stopping a large herd of elephants, reversing the positive momentum of the U.S. economy does 
not happen quickly or easily and it rarely happens suddenly.  Millions and millions of people working each day 
and the raw power of the free enterprise system just doesn’t slow down.  Like a raging river surging forward 
toward the sea, the U.S. economy appears to be flowing and knocking down anything that stands in its way, 
right now. The negative news recently has been about Italy and Deutsche Bank, not the U.S. or any U.S. banks.

 But as we all know, things don’t stay the same forever.  We live in a world of constant change.  Everything 
is evolving and changing every minute, every hour and every day.  So the future does hold many mysteries, 
with China’s economy expected to continue to grow at a faster pace than the U.S.  Eventually, China could pass 
the U.S. as the world’s largest economy.  Several countries with large historical economies are now declining 
and could shrink further in future periods (Italy is the most recent newsworthy example, but there are others).  
This could lead the U.S. and China to become a larger and larger percentage of the overall global economy, 
causing many of the other advanced countries to become more and more dependent on these 2 large 
global powers.

 While we certainly don’t expect the current trends to change quickly or suddenly, that doesn’t mean 
that the current backdrop will last forever.  Economies and businesses have cycles and nothing can continue to 
grow unceasingly, without interruption.  And on this beautiful summer day, it may behoove us to take a couple of 
minutes, look around and enjoy just how good we have it.  We are very lucky to be alive in the greatest period 
of economic prosperity, growth and advancement that the world has ever known.  It is happening right here, 
right now in this beloved nation.  Just for today, count us as feeling pretty lucky and thankful to be able to 
experience, witness and benefit from this remarkable story.  
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