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I write regarding my significant concerns with your nomination to the Board of Governors of the
Federal Reserve. On April 4, 2019, President Trump said that he would nominate you after you
are vetted by The White House.! As a member of the Senate Committee on Banking, Housing,
and Urban Affairs, whose jurisdiction includes your nomination, it is my responsibility to
carefully scrutinize your views and record on issues relevant to the job for which you are
nominated, and I have attached a list of questions to this letter accordingly. The decisions that
you will be asked to make if you are confirmed affect the health of our economy and the
wellbeing of every single American family. Given the gravity of the task you will face if your

nomination is approved and you become a Governor of the Federal Reserve System, it is critical
that you are able to provide assurances that you can make decisions about the economy
-independently of politics, with good judgment, and based on sound data.

The seven members of the Board of Governors have ultimate control over the policies of the
Federal Reserve, and, once confirmed by the Senate, generally serve for at least a 14-year term.?
These powerful individuals are tasked with pursuing full employment and stable prices by
adjusting the monetary supply and interest rates, supervising banks to protect consumer rights,
preserving the stability of the nation’s financial system by monitoring systemic risk, and
operating the nation’s payments system and providing other financial services to the government
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and to financial institutions.®> And while the Federal Reserve should be accountable to the
public, Congress designed it to be largely independent of short-term political pressures by
instituting lengthy, staggered terms for its Governors, separating it from the Congressional
appropriations process, and prohibiting administration officials from serving on its Board.*

The Federal Reserve’s structure and extraordinary responsibilities require that its Governors are
willing and able to act based on evidence, with care and attention to the best interests of the
American people, and independent of short-term political pressure, such as from the President.
Your history indicates you are unable to do so.

History of Inaccurate, Radical, and Dangerous Statements Related to Economic Policy

First, you have made comments regarding Federal Reserve policy that suggest an alarming lack
of understanding of important aspects of the Federal Reserve’s role and monetary policy—an
unusual gap in knowledge for a potential member of the Board of Governors—and carelessness
in your statements and actions relevant to the Federal Reserve’s responsibilities. Examples of
these statements include:

e In the Federal Reserve Act of 1913, Congress gave the Federal Reserve a so-called “dual
mandate:™ to conduct monetary policy “so as to promote effectively the goals of
maximum employment, stable prices, and moderate long-term interest rates.”® But on
several occasions, you denied that the Federal Reserve’s mandate to pursue full
employment exists. In a December 2017 op-ed, you wrote that “the Fed thinks its job is
not just to maintain the stability of the currency (which is its real job), but also to control
inflation and battle unemployment.”’

e You have repeatedly advocated for a return to the gold standard, which would tie the
value of a dollar to a specific amount of gold. In a 2012 Wall Street Journal op-ed, along
with your “9-9-9 tax code replacement plan,” you argued in favor of the gold standard,
writing that “a dollar should be defined...as a fixed quantity of gold.”® This is an
extreme and dangerous view disavowed by virtually all economic experts. A 2012 poll
of nearly 40 prominent economists asked whether a gold standard would mean “price-
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stability and employment outcomes would be better for the average American,” and
every single one disagreed.” Your claim that “the debate over sound money has moved
from whether we need it to how we get there”!? underscores a concerning lack of
awareness about the recklessness and radicalism of your position on exactly the area of
policy you would be in a position to influence if you were confirmed.

e Through an email list bearing your name, originally set up to support your 2012
presidential campaign, you repeatedly urged subscribers (or profited off sponsors urging
your subscribers) to purchase so-called “penny stocks,”!! which the Securities and
Exchange Commission (SEC) has warned is a “very dangerous market for retail
investors.”'? These emails made fantastical claims about certain investments, such as that
they “could easily double or triple in the next 18-24 months,” or “could turn $5,000 into
more than $40,000 within a few short months.”!® In fact, according to one report, at least
ten of those emails advertised stocks that are now worthless.'* And at least one of these
emails included a pitch from a salesman who, according to the SEC, “agreed to settle
charges that he and his company fraudulently promoted a penny stock...to investors,”
and “agreed to be barred from involvement in any future penny stock offerings.”!®> This
evidence that you participated in, at best, the propagation of misleading and dangerous
financial advice is particularly concerning in light of the Federal Reserve’s significant
responsibilities to protect consumers in financial markets.

History of Forming Views on Policy Based on Political Loyalties

Americans should also know that a Governor of the Federal Reserve will form opinions and
recommend policies based on evidence and the country’s best interests and data, rather than
shifting political winds. But I am very concerned, based on a number of your actions and
statements in recent years, that, if confirmed, you will form opinions on policy based not on the
national interest, but on an intense loyalty to President Trump.

e In February 2014, while President Obama was in office and the unémployment rate was
6.7%,'¢ you criticized the Federal Reserve for setting interest rates too low, tweeting
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“The FED can’t keep the economy running on the fumes of artificially low interest rates
forever. 2014 could be brutal.”!” In December 2017, you wrote an op-ed expressing
support for higher interest rates and noting that “ever since the market crisis of 2008, the
Federal Reserve has kept interest rates lower than they probably should have been.”!®
But in February 2019, two years into President Trump’s term and after you were
reportedly under consideration for a Federal Reserve nomination, when the
unemployment rate was just 3.8%,'° you reversed your position on the topic, expressing
far more openness to expansionary monetary policy. While discussing your nomination
to the Board of Governors, you said on Fox Business Network, “If I were offered the job,
I would try to encourage the Fed not to make inflation a fear factor because deflation...is
more of a fear factor than inflation.”?°

e In2017, you set up a super PAC that, according to its website, was “created by a group of
President Trump’s most committed supporters,”?! and that has given hundreds of
thousands of dollars to support President Trump’s reelection. On February 5, 2019, you
wrote in an email, “I couldn’t stand to see our President and his family abused and
attacked by the mainstream media and Washington swamp any longer,” and asked
supporters to donate money “to help us take on all the D.C. forces out to get President
Trump.”?? You sent that email five days after numerous outlets reported that Trump was
considering nominating you,?* and he announced his intention to do so just two months
later.

These and many other statements you have made in your public career strongly suggest that you
lack the capacity to exercise the seriousness, care, consistency, and political independence
expected of members of the Board of Governors by policymakers and the American public
across the political spectrum.

In order to better understand your history of statements and actions that call into question your
economic expertise and judgement, as well as your propensity to act independently of politics, I
ask that you respond to the following questions no later than April 29, 2019:
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1. Do you still hold this view that the United States should use a gold standard to define the
value of the dollar?
a. Ifnot, why did you change your mind?
b. If so, which economists share this view?

2. Do you believe that the Federal Reserve should link monetary policy to commodity
prices? Why or why not?

3. Do you believe that the Federal Reserve should pursue full employment? Why or why
not?

4. Why did you write in 2017 that the Federal Reserve’s “real job” is “just to maintain the
stability of the currency?”** Why would the Federal Reserve’s “real job” be different
from what Congress has mandated it to do?

5. Are your actual views on monetary policy better reflected by the views you expressed
before or after you reportedly came under consideration for a Federal Reserve
nomination?

a. Do you believe that, from the perspective of the Federal Open Market Committee,
“deflation...is more of a fear factor than inflation?”

b. If so, please describe how and why your views on monetary policy have changed
since you stated, about a year earlier, that “ever since the market crisis of 2008,
the Federal Reserve has kept interest rates lower than they probably should have
been.”?

6. In August 2014, on Fox Business Network, you said, “over the last 40 years, real wage
growth has been flatlined because of the policies of the Federal Reserve. It had nothing
to do with greedy CEOs, nothing to do with what companies wanted to do. It was all
driven by the Federal Reserve trying to control unemployment with the faulty control of
wage growth."26

a. Do you still hold the view that wage stagnation over the past 40 years was due
entirely to “the Federal Reserve trying to control unemployment™?

b. If not, why did you change your mind?

c. If so, which economists share this view?
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7. Are you currently the Co-Chairman of the America Fighting Back PAC, as its website

indicates??’
a. If so, do you plan to maintain that position if and when you are formally
nominated?

b. Which individuals or corporate entities have contributed the most to this PAC?

Sincerely,

ElizaBeth Warren
Unite#l States Senator

27 America Fighting Back, “About,” accessed April 8, 2019, https://www.americafightingbackpac.com/about/.



