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A broad-spectrum rant on our hopeless mainstream media 
When covering macro at least, the mainstream media  seem unable to resist the temptation to veer 1

recklessly from fad to fad, with little concern for reality and no tendency to account for past mistakes.  

Eleven years ago, the fed funds rate hit the effective lower bound, which is about zero in the US.   On the 2

most conventional of interpretations, the one taught in economics 100, this meant that monetary policy 
had largely run its course and would henceforth be constrained for a while to be insufficiently stimulative.  

Leading into and in the immediate wake of the funds rate falling to zero, the US economy suffered the 
deepest contraction since The Great Depression.  And the recovery from that catastrophe has been the 
slowest  economic expansion in US history, marked by a chronic inflation undershoot.  Yet throughout, the 3

MSM has insisted on describing monetary policy here as “extremely accommodative,” as if monetary 
policy can be assessed with no reference to its effects. 

In fairness to the gullible rubes and fantasists, “accommodative” doesn’t actually mean anything, quite by 
design.  The term is meant to connote stimulus, while carefully preserving deniability and avoiding any 
accountability for actual results.  It is tailor made, at the Fed, for our hopelessly lazy media.  For clicks, 
extremely accommodative beats meh, I guess.  

Then came QE, which was little more than interest rate signaling, symbolism, and maturity shortening by 
the Fed on behalf of the Treasury.   To achieve the latter, the Fed issued interest bearing reserves to 
purchase long-maturity bonds, achieving precisely the same mechanical effects as would have been 
delivered by the Treasury merely issuing more bills and fewer bonds.  And to dial down the potentially-
adverse aspects of the symbolism, the Fed formalized an inflation target, with the rate set at what markets 
had long assumed was the Fed’s objective anyway.  In other words, no change. 

But this did not stop the MSM from droning on endlessly about “monetization” and “money printing”, both 
of which were — and are — extremely misleading.  After about five years of seeing none of the effects 
that one might associate with monetization and money printing, the MSM gradually accepted that the 
purpose of QE was merely to reduce the term premium in the Treasury market. 

Well that’s kind of boring. What is to be done? Eureka! Exaggerate the effects.  Thereafter virtually all 
movements of the term premium were ascribed to QE.  And if the conventional measures of the term 
premium were falling while QE was being withdrawn, well that's  obviously because of Euro-QE or 
speculations about Euro-QE or the “sheer weight” of the remaining stock of assets on the Fed’s balance 
sheet.  Or leads and lags that switch signs as required.  It makes no sense, but it does make for good 
drama.  And there is no plausible set of information that would have the MSM come clean on this issue, 
that they got it wrong twice. 

      

 Please forgive me for generalizing so fairly. 1

 In principle, the Fed might be able to force rates below zero. But the key practical point is that they have been disinclined to do 2

so.  At the last FOMC Press Conference, Powell confirmed that they remain disinclined. 

 Being so slow has probably contributed to being so long.  Weakened monetary policy is not necessarily such a bad thing, 3

although that is a separate unresolved debate. 
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The new thing to be absurd about is helicopter money.  I will not bore you here with yet another attack on 
that foolish idea. I have had my say.  But just to highlight another example of the MSM being (one hopes) 
intentionally misleading on this, here is Bloomberg suggesting again that central bankers and other 
mainstream policy intellectuals are newly open minded about adopting helicopter money.  4

No.  It’s the opposite.  

There is a reassessment here, but it has nothing to do with helicopter money.  Rather, people have come 
to realize that the US has more fiscal capacity than previously recognized, and that major fiscal stimulus 
may be the most realistic path out of the next slump.  While the fiscal stimulus is being delivered, central 
banks can hold down bond yields, via low rates, aggressive guidance, and perhaps some additional QE.  
But there is no reference to money in this argument, unless one mistakenly believes that interest-bearing 
reserves act like money. 

And that brings me to the final point of this rant: semantics.  At some, point probably in the next five years, 
we will see central banks acting to depress interest rates at the same time that they (successfully) agitate 
for fiscal stimulus.   

We already have a hint of this in Europe and it will probably come to the US shortly after the next 
business cycle peak.  The MSM seems fated to call that helicopter money or — to be max weasel — 
“basically” helicopter money.   And when the effects “basically” associated with helicopter money, high 
and indeterminate inflation, fail to arrive, the MSM will just move seamlessly on to the next fad.  

Same for bubble fighting, the “rising trade deficit”, policy activism worsening income inequality, and — my 
personal favorite — “financial repression”, even after the alphabet soup of liquidity programs and bailouts 
to save the financial intermediaries. The list goes on. 

I suppose we should not let this bother us. As a financial luminary once told me, it is only money. Besides, 
these fairy tales have a tendency to be deconstructed by markets as soon as they become actually 
relevant and investors therefore have the incentive to look into them as more than a source of mere 
entertainment.   

But what if the MSM were similarly clueless and click-driven about stuff that actually matters, like, say, 
foreign policy or the constitution itself?  Wow.  That idea is so dark it is imponderable.  
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 It took two “journalists” and at least one “editor” to come up with that beaute. 4
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http://One%20solution%20is%20to%20combine%20them%20%E2%80%93-%20for%20example,%20by%20letting%20central%20banks%20create%20money%20to%20finance%20government%20budget%20deficits.%20The%20challenge,%20say%20the%20BlackRock%20authors,%20is%20to%20encase%20such%20%E2%80%9Chistorically%20unusual%E2%80%99%E2%80%99%20measures%20in%20explicit%20rules%20--%20so%20that%20central%20bankers%20retain%20their%20independence,%20and%20can%20apply%20the%20brakes%20if%20government%20spending%20gets%20out%20of%20control.
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