


The Crack-Up Boom

Mises warned that credit expansion ends not in deflation but in a flight from the currency itself. Six of seven G7
nations now exceed 100% debt-to-GDP. The preconditions are no longer theoretical.
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THE INTEREST TRAP

U.S. netinterest on federal debt
$970B

$659B
= .
FY20 FY23 FY25

= Netinterest exceeded defense spending for the
first time in 2025 ($970B vs. $917B)

= ~19% of all federal revenue now services debt;
CBO projects $1.8T in interest costs by FY2035

= ~31% of publicly held debt ($9.4T) matures

THE MISES FRAMEWORK

PHASE | Credit Expansion

Interest rates held below the natural rate.

Malinvestment flourishes. Sovereign borrowing

appears costless. G7 governments

accumulated $29T in new debt in 2025 alone.
Recognition

Markets reprice sovereign risk. Long rates rise

even as central banks cut. Six of seven G7

nations now exceed 100% debt/GDP.

PHASE Il Crack-Up Boom
Capital flees monetary instruments for real

values. Gold rose ~70% in 2025 to surpass

within 12 months -- acute refinancing risk $4,500/0z on central bank purchases.
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THE STRUCTURAL IMPLICATIONS

= Monetary policy is subordinated to fiscal sustainability. Central banks cannot raise rates to fight inflation
without detonating sovereign debt spirals. The BoJ held negative rates for eight years before its first hike in
2024 - with government debt at 230% of GDP.

= Financialrepression is already the policy. When nominal GDP growth exceeds the average cost of debt,
the debt-to-GDP ratio falls without spending cuts or tax hikes. This requires holding real rates negative - a
silent, compounding tax on all holders of nominal claims.

= No G7 government has a credible consolidation path. The IMF projects global public debt above 100% of
GDP by 2029 - the highest since 1948.

Mises wrote: "There is no means of avoiding the final collapse of a boom brought about by credit expansion.'
The G7 debt service has begun to consuming a larger share of output than governments can plausibly
reclaim through growth or taxation.

Sources: IMFWEO (Oct 2025) for G7 debt/GDP; IIF Global Debt Monitor (Feb 2026) for global aggregates; CBO Monthly Budget Review (FY2025) and U.S. Treasury MTS (Sep 2025) for

U.S. fiscal data; IMF Fiscal Monitor (Oct 2025) for projections. Nominal G7 debt from Visual Capitalist / IMF. France downgrades: S&P, May 2024 (AA- from AA) and Oct 2025 (A+ from
AA-). Gold: LBMA/WGC, avg Q4 $4,135/0z. CBO baseline projections from The Budget and Economic Outlook: 2025-2035 (Jan 2025).
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DISCLAIMER

Ourreports, including this paper, express our opinions which have been based, in part, upon generally available public information and
research as well as upon inferences and deductions made through our due diligence, research and analytical process. The information
contained in this paper includes information from, or data derived from, public third-party sources including industry publications, reports
and research papers. Although this third-party information and data is believed to be reliable, neither Omnigence Asset Management nor its
agents (collectively "Omnigence") have independently verified the accuracy, currency or completeness of any of the information and data
contained in this paper which is derived from such third party sources and, therefore, there is no assurance or guarantee as to the accuracy
or completeness of such included information and data. Omnigence and its agents hereby disclaim any liability whatsoever in respect of any
third-party information or data, and the results derived from our utilization of that data in our analysis. While we have a good-faith belief in
the accuracy of what we write, all such information is presented "as is," without warranty of any kind, whether express or implied. The use
made of the information and conclusions set forth in this paper is solely at the risk of the user of this information. This paper is intended only
as general information presented for the convenience of the reader and should not in any way be construed as investment or other advice
whatsoever. Omnigence is not registered as an investment dealer or advisor in any jurisdiction and this report does not represent investment
advice of any kind. The reader should seek the advice of relevant professionals (including a registered investment professional) before
making any investment decisions. The opinions and views expressed in this paper are subject to change or modification without notice, and
Omnigence does not undertake to update or supplement this or any other of its reports or papers as a result of a change in opinion stated
herein or otherwise.
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