US can get away with default and maintain dollar hegemony.
Annie Lowrey 10/20/22, politics and economic policy writer for The Atlantic, previously covered economic policy for the New York Times and prior to that was the Moneybox columnist for Slate, “Why the U.S. Gets Away With More Than Britain Does”, https://www.theatlantic.com/ideas/archive/2022/10/british-europe-us-economies-recession-inflation-unemployment/671795/
The British economy is flailing and the pound is cratering. The American economy is flailing and the dollar is strengthening.
Indeed, the dollar is  it has been in a generation. This year, it has appreciated roughly 16 percent against the euro, 21 percent against the pound, and 30 percent against the yen. It has also gained significantly against the currencies of a number of low-income countries. This is not because the United States is doing well per se, but because it occupies a strange sweetheart position in the global economy—one that stands to become sweeter as the world yet again teeters on the brink of recession.
A few factors have led to the U.S. seeing an unprecedented surge in the dollar, making imports cheap for American consumers. For one, the U.S. economy has its problems. The Fed’s aggressive efforts to tamp down on inflation may end up inducing a recession. The building pipeline is freezing up, a number of local housing markets are seeing significant corrections, and consumers are starting to pull back. Yet the U.S., which has a low unemployment rate, remains strong in comparison with its peers.
Europe, in contrast, has higher rates of inflation, as the continent struggles with a brutal energy crisis and the far-reaching fallout from Russia’s invasion of Ukraine. And many countries within it are facing their own particular struggles: Britain, for instance, has suffered amid a shambolic government, unstable financial markets, horrible fiscal plans, and a raging cost-of-living catastrophe, problems made only worse by Brexit—no wonder investors are ditching pound-denominated investments.
Developing countries are not faring much better. China’s zero-COVID policy has saved lives but hobbled its economy, which the World Bank expects to grow less than 3 percent in 2022, a rate half or one-third of normal. The Chinese housing sector is also collapsing. Many other countries are struggling with high commodity prices and fuel shortages. The strong dollar makes prices still higher, because countries in some cases have to import food and other goods denominated in dollars.
Investors around the world see the global economy stumbling. So they are fleeing to safety—meaning to investments in the United States, jacking the value of the dollar up even more. “The impact of the Russia-Ukraine war is weighing heavily on Europe’s outlook, while China’s COVID-19-related shutdowns and property market weakness are holding back growth in Asia,”  Kathy Jones, the chief fixed-income strategist at the Schwab Center for Financial Research at Charles Schwab. “Even with the recent weak GDP growth, the U.S. still looks better positioned to weather a global economic slowdown.”
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