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	On May 13th, the Senate confirmed the appointment of Kevin Warsh as Chair of the Federal Reserve.  This followed his appointment to the Board of Governors the previous day.  Mr. Warsh will succeed Jerome Powell at the expiration of Mr. Powell’s term as Chair on May 15th.  Mr. Warsh’s confirmation as Chair was by the narrowest vote margin in the history of the Federal Reserve and his term as Chair is four years.  This may not be a good omen for his tenue at the Fed.  Mr. Powell has publicly stated he will remain a Governor for the remainder of his term until 2028.
	The President desires lower interest rates and has repeatedly demanded that the Fed reduce short term interest rates.  He has sought to pressure the Fed to do so.  His efforts have included firing Governor Lisa Cook, which was challenged in court and is currently pending before the Supreme Court.  The Department of Justice launched a criminal investigation of cost overruns in the renovations of the Federal Reserve’s headquarters building.  This investigation has been closed, but further review was been referred to the inspector general, which could recommend further action.  This possibility may be a reason for Jerome Powell to stick around.
	`The Federal Reserve operates under a dual mandate for monetary policy:    maximum sustainable employment (full employment) and price stability (inflation).  The jobs market appears to be stable, with unemployment at 4.3%. This is low by historic measure and lower than Fed predictions of this rate rising to 4.5% by year end.  Recent initial jobless claims remain low.  This is at least one box that new Fed Chair Warsh can check.
	Price stability or inflation is another story.   The most recent readings of the consumer price index (CPI) and the producer price index (PPI) indicate rising rates of inflation, above the Fed’s stated goal of 2% annualized inflation.  CPI stands at 3.8% and PPI at 6.0% year over year, through April. The near-term outlook is not favorable for reducing the rate of inflation.
	Despite the Supreme Court ruling that a large number of tariffs were beyond the authority delegated, a number of tariffs, imposed under different enabling legislation, remain in place.  Different tariffs, taking more time to implement, may replace those struck down by the court.  The increase in import costs, due to these replacement tariffs would add to the costs of imported goods and this additional cost could be passed along to the consumer.  The war with Iran has increased the price of oil since the end of February.  In addition to the sharp increase in gasoline and diesel fuel, the hike in oil prices has increased the cost of transportation of goods, travel costs in the form of increased jet fuel, goods and products that require petrochemicals, as well as fertilizers.  So long as the war continues and oil prices remain elevated, these higher costs will remain.  Even if the war ends, the price of oil could remain elevated due to production infrastructure repair, restoring refining capacity and the replenishment of reserves.    Labor force wages may come under pressure due to immigration policies, particularly in construction, agriculture, hospitality and health care sectors, reducing the supply of available workers.  The retirement of the boomer population continues to add some pressure as that age cohort leaves the available workforce.  These are just supply-side pressures.  Projected federal income tax refunds and business tax incentives passed in last year’s tax legislation could add increased demand on the economy.
	It may be a tall order for Fed Chair Warsh to thread the needle of price stability and keeping the White House happy.  Even more so with a Federal Reserve Open Market Committee (FOMC) reluctant to reduce short-terms interest rates.  Grab your popcorn and watch the show!
