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Time Ticks For Iran 

 

W hen the Green Movement erupted across Iran 

nearly a decade ago, it was the largest mass 

demonstration since the 1979 Islamic Revolution. The 

protests centered around a supposedly fraudulent 

election and were effectively coordinated via social 

media outlets. Despite their peaceful nature, they were 

quickly stifled by the government and resulted in mass 

incarcerations and several executions. As the new year 

begins, thousands of Iranians are once again taking to 

the streets albeit with a less clear objective. It is diffi-

cult to find a single reason for the protests, but politi-

cal analysts have identified economic hardship, poor 

government response to a recent earthquake, and the 

restrictive theocratic authoritarianism as possible moti-

vations.  The ongoing demonstrations started on De-

cember 28, 2017 and like the Green Revolution, were 

organized through social messaging apps. Official fig- 

ures state that over 90% of 

the arrested protesters are 25 

or younger.  In attempt to 

quell its rebellious youth, the 

government has detained 

campus leaders and students 

from Tehran University where 

its Vice President reported 

that close to 100 students 

were arrested in their homes 

and detained by the govern-

ment.  The frustration of 

Iran’s youth is justifia-

ble.  Federal Reserve Eco-

nomic Data (FRED) estimates youth unemployment 

rate (ages 24-16) to be 26%.  Over half of the pop-

ulation is under 30 years old and the economic 

prospects are dim.  Current president Hassan Rou-

hani succeeded the conformational radicalism of 

Mahmoud Ahmadinejad in 2013 with a platform 

that sought to accelerate economic growth and 

combat corruption. The P5+1 Talks aimed at cur-

tailing Iran’s nuclear ambitions while dismantling 

sanctions have not produced the macroeconomic 

results that were initially projected. Overall infla-

tion and unemployment hover above ten percent. 

Despite Iran’s undeniable potential as an educated 

and young market, supreme leader Ayatollah     

Khamenei’s unconstrained efforts to maintain an 

Islamic theocracy have had long-term economic 

repercussions. His paranoid reactions against any 

Western influence have emboldened hardliners, 

and alienated investors. For example,  when an un- 

Persian Potential Iran has ten percent of 

the world’s oil reserves an d a GDP of $460 

Billion. The Tehran Stock Exchange is 

among the best performing in the world.  

Tehran, Iran 



 -official, Istanbul-based copy of a KFC restaurant 

opened in Tehran’s leafy western suburbs in 2013, it 

was closed by government authorities twenty-four 

hours later due to its “decor too closely resembling the 

U.S. flag”. This week, Khamenei ordered a ban on teach-

ing English in primary schools, fearing a “cultural inva-

sion”. Iran’s economy has an enormous potential. Yet 

the conundrum that is to balance religious supremacy 

and an inclusive democracy results in a cyclical dynamic 

where the religious figurehead antagonizes the West, 

the Trump administration legitimizes its fear of Iran as 

an anti-American pariah, therefore making presidential-

led negotiations that aim to open up Iranian markets  

much more difficult..—PS 
Sources: http://lat.ms/2CRIbzF; http://www.cnn.com/2017/12/30/

world/iran-protests-issues/index.html; http://cnn.it/2AyHJjA; http://

on.cfr.org/2CSCly0 

 

Making Labor Markets Great Again 

 

S ince the end of great recession in June 2009, the 

U.S economy has been experiencing periods of fall-

ing unemployment reaching a current level of 3%. How-

ever, workers did not receive any significant wage in-

creases despite the in-

creased labor demand. 

The areas where the la-

bor markets are the 

tightest include Minneapolis, Denver, and Fort Myers. 

The low levels of unemployment has now forced busi-

nesses to increase wages to attract employees. These 

bright prospects  

Mile-High Labor A new 625-foot office tower under construction in central 

Denver. The city has a 2.2% unemployment rate, making it one of the tightest 

labor markets in the United States.  

push discouraged workers to rejoin the workforce,  

causing a further tightening of the labor market. 

Discouraged workers are defined as those people 

who were previously employed and now have 

stopped looking for work. The equilibrium wage 

rate for workers will be at the point where the 

quantity of labor demanded exactly equals the 

quantity of labor supplied. The fact that the de-

mand for labor is continuously increasing with less 

than proportional increases in labor supply signi-

fies the fact that the economy is approaching its 

long-run equilibrium. The long-run equilibrium of 

the economy is the point where no further in-

creases in output is possible in the short run and 

the economy is at its full potential making labor 

becomes scarce. For this reason, firms are forced 

to make their current workers work overtime and 

7-day per week shifts by offering them higher 

wages. This will lead to inflationary pressures in 

the near term and inflation rate is likely to rise 

more than the Fed’s 2% target. Part-time workers 

are also encouraged to take up full time jobs. This 

will cause the U6 unemployment rate to fall. (The 

U6 unemployment 

rate is a broader 

measure of unem-

ployment which in-

cludes part time and discouraged workers). The 

entry of these previously discouraged workers will 

increase labor supply and will cause a rightward 

shift of the supply curve in the short term. This is 

thought to release some pressures from the firms 

who are struggling to cope with labor shortages. 

Firms will have options to hire more workers in-

stead of making their current workers work over-

time which will cause wages to fall to normal lev-

els shortly. The acceleration of wages is a sign of 

the best to come for the U.S economy in the near 

future. The economy is resilient to face further in-

creases in interest rates and withstand any unex-

pected economic shocks. While President Trump 

has continued the streak of optimistic economic 

outlook, it is important to note that unemploy-

ment has been falling steadily across administra-

tions, and that significant credit goes to Fed’s apo-

litical maneuvers of monetary policy.—NM 
Sources: http://on.wsj.com/2Cqztr1; http://bit.ly/2m5fALW 

 

 The low levels of unemployment has forced firms to 
increase wages in order to attract employees. 



 Cryptocurrency Craziness  

 

R ipple is a cryptocurrency created by executive chair-

man Chris Larsen with the goal of allowing users to 

conduct open financial transactions without paying fees 

or using banks, similar to Bitcoin. The value of the cryp-

tocurrency has risen about 36,000% in 2017 to a current 

price of $3.28 per unit. Chris Larsen currently owns sev-

enteen percent of a company that holds 61.3 billion units 

of Ripple. That makes his part of the company worth 

about $34 Billion.  

Mr. Larsen also personally owns 5.19 billion units worth 

another $17 Billion. As of the writing of this article Mr. 

Larsen has a net worth of over $51 Billion just in Ripple 

coins. This puts him, on paper, as the eighth richest per-

son on Earth, just a few spots behind Mark Zuckerberg. 

He is also, theoretically, wealthier than the founder of 

Google and a net worth seventeen times higher than 

President Donald Trump. Of course, this is all on paper if 

Mr. Larsen actually tried to sell his billions of Ripple coins 

the supply would increase drastically causing the price to 

crash. Also Ripple is much more volatile than Google or 

Facebook and more likely to have the value fall dramati-

cally. Historically, a market bubble has five steps. The first 

step is displacement, this is whenever investors become 

interested in the next big thing which right now appears 

to be cryptocurrencies. Step number two is the boom 

where prices rise slowly and then very rapidly. The third 

step, where assets like Ripple currently are, is called Eu-

phoria where valuations reach extreme levels that don’t 

make any sense. For example, during the Dutch tulip 

bulb craze in the 1600s, one tulip could buy an estate. In 

twenty years when economists look at past bubbles Chris 

Larsen being worth over fifty billion dollars will be an ex-

cellent example of euphoria.  
 

 
 

The fourth step is profit taking with the smartest 

investors taking their money out and accepting 

their profits. The hardest part of this step is tim-

ing what the highest market price will be which 

is usually impossible. Of course the final step is 

panic whenever prices fall as fast as they rose. 

It’s impossible to say when or if the price of Rip-

ple or Bitcoin or anything else will fall dramati-

cally but things that don’t make sense don’t last. 

Buying an entire estate for one flower or a ran-

dom guy with almost no tangible assets being 

one of the ten richest people on Earth is proba-

bly not sustainable. Yet as skeptical as investors 

such as Michael Bloomberg or Lloyd Blankfein 

are of ventures in cryptocurrencies, one govern-

ment is betting its most precious resource in the 

cryptocurrency craze. Venezuela will issue 100 

million units of a new petroleum-backed crypto-

currency. Nicolas Maduro, Venezuela’s socialist 

president claims that his decision will help 

“usher his country into the 21st century”. This 

bizarre attempt to evade United States sanctions 

and regain access to hard currency is highly 

questionable. Reuters reports that each unit of 

currency will be pegged to oil, which represents 

95% of the country’s export revenue. It is still 

unclear how this initiative would work in prac-

tice. Maduro has limited himself to saying that 

the cryptocurrency will be issued via virtual ex-

changes. For a government that ranks 166 out 

176 countries in Transparency International’s 

Corruption Perception Index, the decision to en-

gage with the rules-based, transparent world of 

cryptocurrencies should cause unease among 

central bankers in Caracas.—PR 
Sources: http://bit.ly/2mblE6d; http://cnb.cx/2EZgUID; 

http://reut.rs/2CZjI8g 

Illogical Expectations A sign outside the production offices of 

Venezuela’s state-owned oil company reads “Socialism or Death”. 

The Tulip Mania during the Dutch Golden Age was a 

bubble that resulted in collapsed prices in 1637.        

 
Jan Van Kessel (Flemish) 

The Dam with Palace and Scales 

1680 



 BRIEFINGS 

 Dow Jones Hits 2500 On January 4, 2018 the Dow 

Jones Industrial Average hit 25000 points for the first 

time. The record continues the stock market rally into 

the New Year. Positive global outlook has been the 

main propeller behind this streak and bodes well for 

President Trump’s growth agenda. Significant jumps 

in corporate earnings throughout 2017 and tax re-

form also contributed to this historic benchmark.   

 

 Jersey Drone Despite drone sales surpassing $1 

Billion in the United States for the first time, the New 

Jersey State Assembly will vote on a bill that outlaws 

flying drones while inebriated. This measure is de-

signed to prevent potentially fatal accidents, particu-

larly likely in the state’s highly transited airspace.  

 China Liberates Prices  China’s government regu-

lators will allow airline companies to set prices for 

over 300 routes. This led to an rise in airline shares as 

higher profits are expected. Firms will be able to in-

crease fares by up to ten percent during periods of 

high demand.  

 

Sources: Thompson Reuters ® 
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PERSPECTIVES  

Book Review: The Courage To Act 

 

A typical Penn State eco-

nomics student first en-

counters this book in Pro-

fessor Russell Chuderewicz’s 

ECON 304 class.  The Pro-

fessor will allow all the stu-

dents to sit down and the 

room will remain quiet.  He 

then pulls out a thick book 

and opens it to a page.  Like 

a preacher giving a sermon, 

he reads “I emailed Brian Madigan to instruct 

the New York Fed to buy large quantities of 

Treasury securities on the open market.”  For an 

ECON 304 class this is an important passage 

because first, it exemplifies the Fed conducting 

open market operations, and second, it features 

PSU alum Brian Madigan. For those students 

passionate enough to read the other 600 pages 

outside of Dr. Chuderewicz’s  class, Ben Bernan-

ke will take you inside the Fed during the Great 

Recession.  Bernanke first takes readers through 

his academic career and the lengthy list of posi-

tions he held to qualify him for Federal Reserve 

chairman.  The book details how the chairman 

had to be cautious when talking to the media 

and admitted to slipping up with his “helicopter 

money drop” comments.  It also discusses the 

increasing role of the media in influencing mon-

etary policy and how selected forward guidance 

is an available strategy at the zero-bound.  In 

polite language, Bernanke reveals who his favor-

ite senators and Fed employees are, while hint-

ing at his displeasure for certain anti-fed con-

gress members. Lastly, he summarizes the book 

with his analysis and arguments that aggressive 

monetary policy contributed to the U.S. fairing 

better than the rest of the world. what I enjoyed 

most from the book was Ben Bernanke’s back-

ground.  A constant critique of the Federal Re-

serve is that these academic bankers are “out of 

touch” with the struggles of the everyday work-

er. Bernanke did not come from a distinguished 

family and waited tables in the summertime to 

pay for his college education. —PS 

Scan the QR code for 

PSUEA updates.  

A trader wears a celebrational hat on the floor of the 

New York Stock Exchange. 

Photo credit: Mark Lennihan/ The Associated Press 


