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A New Chair For The Fed 

President Trump nominated Jerome Powell to be the 

new chair of the Federal Reserve. Mr. Powell has de-

grees from Princeton and Georgetown Law and was 

nominated by former President Obama to be a mem-

ber of the Board of Governors in 2011. While the nomi-

nation was expected, the Dow Jones Industrial Average 

increased by sixty points. The change is unlikely to 

cause a drastic divergence in monetary policy. Jerome 

Powell is expected to continue with Janet Yellen’s plans 

of gradually normalizing interest rates. Critics have 

pointed out that Powell is not an academic like Yellen, 

and has previously worked in investment banking. This 

change marks the end of the Yellen era, which will like-

ly be remembered for prolonged low interest rates and 

an eight year bull market. During the announcement of 

Jerome Powell’s nomination Mr. Trump said she has 

done a “terrific job...and is a spectacular person”.—PR 

Jerome Powell’s nomination implies continuity for monetary policy. 

Photo Credit: Carlos Barria/Reuters 

Sources: http://cnb.cx/2z8cX1W 

 

Prince Alwaleed's Kingdom Centre rises 300 meters above Riyadh. 

All The King’s Men 

On November 4, Saudi Arabian authorities arrest-

ed eleven princes, four current ministers, and tens 

of former government officials.  This purge includ-

ed the arrest of Prince Alwaleed bin Talal, a billion-

aire investor with stakes in major companies such 

as Citigroup and Twitter.  Shortly after the arrests 

were made, share prices for Alwaleed’s company, 

Kingdom Holdings, fell by 9%.  The detentions 

were orders of Prince Mohammed bin Salman, 

whose father, King Salman, serves as head of the 

anti-corruption committee.  While the prince had 

been supportive of Saudi leadership, it is speculat-

ed that the arrests were made in order to eliminate 

rivalry in the event that King Salman soon abdi-

cates the throne.  The arrests happened at a time 

of political upheaval in Saudi Arabia.  It is im-

portant to note that the new government has 

quickly become one of the closest Middle Eastern 

allies to President Trump.  This new power given to 

Prince Mohammed is in efforts to eradicate cor-

ruption; however, it is possible that the Crown 

Prince is using his position to eliminate potential 

opposition to his goal of becoming King. -AR 

Sources://goo.gl/Ld9LWt:  
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 PERSPECTIVES 

Now Is The Time For Deficit Hawkishness 
 

If I were to attempt to summarize Keynesian theory in 

two sentences it would look something like this:  Run 

deficits during recessions.  Run surpluses during expan-

sions.  These two sentences would do wonders 

for certain members of our national legisla-

ture.  While their opinions may be based 

more on political climate than economic 

policy, they seem to have it backwards.  The 

Paul Ryans and Jeff Sessions of this world 

were critical of the Obama administration's 

stimulus during recessions and are supportive 

of Trump’s unnecessary spending near the busi-

ness cycle peak. The former deficit hawks need to 

return their old ways, because the time for hawkishness 

is now. It was not long ago that the U.S. economy was 

coming out of a massive recession, Obama was facing 

reelection, the unemployment rate was hovering above 

8%, and the federal government was trying to increase 

spending as much as possible in order to kick the econo-

my into high gear.  During this time previous Senate 

Budget Committee member Jeff Sessions was warning, 

“Next year, the United States could be like Greece” and 

fellow Budget Committee member Paul Ryan claimed 

that the budget bill was “bringing America perilously 

close to a European-style crisis” as the Obama admin-

istration was attempting to stimulate the econo-

my.  Sessions and Ryan were the most vocal deficit 

hawks who thought, in complete contrast to established 

macroeconomic ideas, that no recession was crippling 

enough to run up debt. In 2017, the economic environ-

ment could not be more different.  The economy is 

booming, unemployment is running about what most 

economists would consider the non-accelerating infla-

tion rate of unemployment, and a new administration is 

beginning its first term.   
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Likewise, the deficit hawks, who now hold senior 

positions in the federal government, have re-

versed course as well.  Jeff Sessions, acting At-

torney General, and Paul Ryan, current Speaker 

of the House, back an administration that has 

no qualms appoint running up the deficit, de-

spite excellent economic conditions. The 

recently passed budget resolution is 

expected to add $1.5 trillion to the 

deficit over the next ten years, with 

the deficit forecasted to be at $1 tril-

lion dollars by the year 2020.  These 

former hawks have become turncoats 

to their previously fiscally conservative 

principles and instead embrace excessive, 

unnecessary spending.  With the economy 

booming, and likely near its peak, now is the 

time for the deficit hawks to flourish.  The feder-

al government should aim to run surpluses to 

prepare themselves for the eventual reces-

sion.  By continuing to run increase deficit 

spending, short-sighted politicians are throwing 

basic Keynesian theory aside and coming up 

with their own macroeconomic ideas: Deficits 

when my party is in power.  Surpluses when the 

other guys control government.—PS 
The views expressed in this column do not necessarily represent those of PSUEA. 

Sources: http://53eig.ht/2hc117o; http://bit.ly/2ziFvZ5; http://

nyti.ms/2hKJKCQ; http://cnb.cx/2hgpz2I; http://bit.ly/2p5tDpa 

 

 

English Rates 

 

The Bank of England raised interest rates for the 

first time in a decade, triggering several implica-

tions for the British economy. Bond yields and 

the value of the pound plummeted sharply im-

mediately after the announcement. Combined 

with uncertainty over the Brexit referendum, the 

decline in the value of the pound caused a de-

crease in investor confidence. Some investors 

are doubtful that a weaker pound would be able 

to support the FTSE 100 index over a long peri-

od of time. Despite this, the fall in the value of 

the pound was good for some of the FTSE 100 

companies as their foreign revenues climbed 

immediately after the BOE announcement. A 

declining value of the pound is desirable for ex-

port-oriented companies as they can witness 

rising demand for exports.—NM 
Sources: http://on.wsj.com/2zA5JqH 
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