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Powell is Fed boss any US 
president would keep

RICHARD BEALES FOR REUTERS

Jay Powell’s job is probably safe whoever 
wins the US presidential election. The chair 
of the Federal Reserve is going to stick with 
ultra-easy monetary policy in the coming 
years. That will make it easy for either 
Donald Trump or Joe Biden to nominate 
him for a second term.

Trump used to tweet complaints 
about Powell all the time, saying other 
countries had lower interest rates and the 
Fed’s slightly tighter monetary policy was 
holding back the American economy. But 
he has gone quiet during the pandemic. 
No wonder: Powell and his colleagues have 
slashed interest rates to near zero and are 
backstopping financial markets in an effort 
to minimise the economic damage.

Biden, the Democratic presidential 
candidate, wouldn’t quibble with the Fed’s 
response to Covid-19. And if he wins, he 
will need to make the most of continuity 
where he can find it since he may well want 
to replace many of the officials Trump 
has installed at the Treasury and in other 
economic roles.

At the same time, the occupant of the 
Oval Office will need the Fed to help ensure 
borrowing costs don’t rise because of heavy 
federal expenditure to counteract job losses 
and business pain caused by the pandemic.

Washington ran a $3.1 trillion deficit 
in the fiscal year to September, according 
to the Treasury Department, more than 
doubling the previous record. The nation’s 
debt-to-GDP ratio was on track to hit 98 
per cent in September, the Congressional 
Budget Office said, and could rise to 
nearly 200 per cent by 2050. The Fed may 
have to buy yet more government debt to 
prevent market indigestion. Powell is on 
that path already.

Republicans used to favour fiscal 
discipline, but in the circumstances even 
Trump might warm to what’s known as 
Modern Monetary Theory, the idea that 
governments which print their own money 
can and should spend whatever they want 
provided it’s fuelling economic growth 
and productive employment. Biden is 

already a partial convert, with Stephanie 
Kelton, an MMT proponent, on a task force 
that in July laid out 110 pages of policy 
recommendations.

If the Democrat wins, there’s one area of 
fit with the Fed that Trump doesn’t share: 
a focus on racial equity. Both Biden’s task 
force and the central bank have put this 
on the agenda. Powell has indicated the 
Fed will let the economy run hotter for 
longer so that improving conditions reach 
disadvantaged Black workers and other 
minorities.

It’s part of a new, ultra-supportive model 
of US central banking that neither Trump 
nor Biden is likely to want to change.
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Powell testifies during a Senate’s 

Committee, in Washington.

Global investors bet tight US 
election points to gridlock
REUTERS, London/New York

Investors moved to price a greater 
chance of US policy gridlock after a 
close and tightly contested election on 
Wednesday.

Strength in US Treasuries and 
the dollar indicated that even if 
Democratic challenger Joe Biden were 
to win the race for the White House 
his party may not have the support of 
the Senate needed to push through 
the large fiscal stimulus investors had 
hoped for.

Furthermore, technology stocks 
surged, with tech-heavy Nasdaq 
futures gaining 1.9 per cent, on the 
expectation of receding chances of 
a Democrat presidency, that could 
usher in rising capital gains taxes or 
tougher antitrust measures.

Even though Wall Street’s “fear 
gauge”, the CBOE Volatility Index, 
eased slightly, it remained unusually 
high, reflecting the likelihood that 
it may be days before the result is 
known in the three key Rust Belt 
states of Michigan, Wisconsin and 
Pennsylvania.

Reflecting that uncertainty, 
betting markets swung violently on 
the Presidential vote. Early in the 
count, bookmakers flipped from 
having for months assumed a win 

for Biden to suddenly pricing a high 
probability President Donald Trump 
would keep the White House. But 
as votes streamed in they reversed 
again and now strongly favour of 
Biden’s chances - up to 70 per cent 
or more.

“Vote tallies in key Senate races 
are consistent with no overall 
Democrat control even in the event 
that Biden wins the Presidency,” said 
Toby Nangle, Global Head of Asset 
Allocation at asset manager Columbia 
Threadneedle in London.

 “As such the abolition of the 
filibuster, feared by tech investors wary 
of the prospect of regulatory hardening 
looks less likely. The prospect of a very 
substantial fiscal package that would 
boost nominal GDP ... looks lower 
with a split Congress.”

President Trump won the 
battleground of Florida and with the 
race down to a handful of states, and 
both Trump, 74 and Biden, 77, had 
possible paths to reach the needed 
270 Electoral College votes to win the 
White House.

The US dollar jumped to it highest 
in three months against the euro 
before giving up some gains, while 
the yield on the 10-year US Treasury 
note slipped off five-month highs 
as investors prepared for prolonged 

political uncertainty.
Mexico’s peso and South Africa’s 

rand rallied as MSCI’s emerging 
market currency index hit a 12-
day high as Biden appeared in the 
ascendancy again.

He re-emerged as favourite to win 
the election in online betting markets, 
a reversal of fortune for Trump who 
was favourite overnight, according to 
data from three aggregators.

 “The polls are proving wrong 
again,” said Giles Coghlan, chief 
currency analyst at HYCM. “They 
predicted an overwhelming Joe Biden 
victory, but the outcome of the US 
presidential election is currently on a 
knife edge.”

In addition to the presidency, 
control of the US Senate was 
potentially up for grabs in Tuesday’s 
vote, with Democrats hoping to wrest 
power from Republicans.

But some investors saw fading 
chances for Democrats to score a big 
win in the Senate as Republicans held 
the line in several contests that had 
seemed up for grabs.

Markets have been fixated in recent 
weeks on prospects for a massive fiscal 
relief stimulus to help the economy 
recover from the coronavirus 
pandemic that has killed more than 
230,000 Americans.

India’s largest bank 
SBI sees stronger 
credit growth after 
profit beat
REUTERS, Bengaluru/Mumbai

State Bank of India, the 
country’s largest lender 
by assets, on Wednesday 
forecast stronger annual 
credit growth and beat 
estimates for quarterly 
profit as economic activity 
gathers momentum after 
being hammered by one 
of the world’s strictest 
lockdowns.

SBI rounds off a strong 
quarterly earnings season 
for Indian banks as many 
benefited from a drop in 
bad loan provisions or 
increased interest income 
and pointed to improved 
retail demand during the 
festive season.

The bank now expects 
credit growth to be between 
8 per cent-9 per cent for 
the year, it said, compared 
with an earlier forecast 
of 8 per cent. Retail loans 
grew 14.55 per cent in the 
second quarter.

“Retail will continue 
to be our major lever for 
growth going forward,” 
said Dinesh Kumar Khara, 
who took over as SBI’s 
chairman in October.

Khara said some 
recovery was expected in 
corporate loans growth as 
well, though the segment 
remained tepid.

NCC BANK

SM Abu Mohsin, chairman of NCC Bank, launches the bank’s VISA Signature card at NCC Bank Bhaban in Dhaka 

yesterday. Md Abul Bashar, vice chairman, and Khondoker Nayeemul Kabir, managing director (current charge), 

were present.


