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The Political Economy

e The interplay of Political and Economic Theory in the pursuit of financial
interests and power to influence policy.

e The Role of Government - The size of Government — how, when and how much -
market intervention.

e The choice of Policy Transfer Mechanisms
- Fiscal - taxes and programs
- Monetary - interest rates/money supply

- Weighted combination

Transfer mechanisms influence the economy and markets with varying costs,
benefits and consequences.



Financial Repression
The Ultimate Imbalance

Savers are forced to subsidize inflated asset prices through policy engineered
low interest rates.

One man’s borrowing cost is another man’s interest income.

Pushes investment from safe to risk assets to finance growth - increasing risk
in both

Very tight credit spreads - 2008 and 2015

Harming valid business models - insurance, pension funds, local governments
-Zombie companies, obsolete business models survive



Financial Repression
*Hold Government Bond rates artificially low

*Push investment to risk assets

+*Savers and captive investors pay the price
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4004 Implied Fed Funds Target Rate

Dot disbursion reflects Fed uncertainty regarding rate path.
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Bond Prices and Interest Rates

There is an inverse relationship between bond prices and interest rates.

Interest Rates

Prices

Fixed Income Securities
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Duration and Bond Price Volatility

There is a positive relationship between a bonds duration and its price volatility.
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2 Year US Treasury Yield History 1980-Present
30 year bull market covers many mistakes

Yields Down/ Prices Up
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“An optimist’s guide to thriving in the age of accelerations.”

Thank You

for Being Late e Something Big is going on

e Moore’s Law - technology

e Globalization - markets

AN OPTIMIST'S GUIDE TO THRIVING 1> . . .
IN THE AGE OF ACCELERATIONS Clmate Change and BIOdlverSIty

e The Supernova

e Dynamic Stability vs Active Inertia




THE NEW

OF JOBS
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GEOGRAPHY

The New Geography of Jobs
“The Great Divergence”
e 30-40 Year Trend

e Bifurcation of American Economy
 Innovation Clusters Attract Innovators



Economic Growth and Sustainability of Revenue
Local Government as Facilitator

—

Labor Employers
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