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Confluence Investment Management offers various asset allocation products which are managed using 

“top down,” or macro, analysis.  We publish asset allocation thoughts on a weekly basis in a special 

section within our Daily Comment report, updating the piece every Friday.   
 

October 27, 2017 
 

It is expected that over the next two weeks President Trump is going to appoint a new Federal 

Reserve Open Market Committee (FOMC) chair and vice chair.  In this report, we will build 

scenarios of how policy could change depending upon whom the president appoints. 

 

This spreadsheet details our estimate of policy preference, with one being the most hawkish and 

five the most dovish. 

 

all 2017 FOMC 2018 #1 2018 #2 2018 #3 2018#4

Yellen 3 3 3 Powell 3 Taylor 1 Yellen 3

Fischer 3 3 3 Taylor 1 Warsh 2 Taylor 1

Brainard 4 4 4 Brainard 4 Brainard 4 Brainard 4

Powell 3 3 3 vacant Powell 3 Powell 3

Quarles 2 2 3 Quarles 2 Quarles 2 Quarles 2

vacant vacant vacant vacant

vacant vacant vacant vacant

Dudley 3 3 3 Dudley 3 Dudley 3 Dudley 3

Evans 4 4 Evans Evans Evans

Bullard 5 Bullard Bullard Bullard

George 1 George George George

Mullinix 1 1 Mullinix 1 Mullinix 1 Mullinix 1

Bostic 3 3 Bostic 3 Bostic 3 Bostic 3

Williams 2 2 Williams 2 Williams 2 Williams 2

Mester 2 2 Mester 2 Mester 2 Mester 2

Rosengren 2 Rosengren Rosengren Rosengren

Kashkari 5 5 Kashkari Kashkari Kashkari

Kaplan 3 3 Kaplan Kaplan Kaplan

Harker 2 2 Harker Harker Harker

2.82 3.20 2.70 2.33 2.30 2.40  
(Sources: Federal Reserve, CIM) 

 

The first column shows the members of the FOMC with the chair in green and vice chair in blue.  

We have Fischer still on the roster even though he is now leaving.  The “all” column lists our 
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estimates of policy bias.  The Fed has eight permanent voters—the seven governors and the New 

York Federal Reserve Bank (FRB) president.  The other 11 regional FRB presidents rotate into a 

voting position roughly every two to three years.  The last row shows the average of our 

hawk/dove rankings.  The current voting roster is more dovish than the FOMC as a whole.  

Scenario #1 assumes no changes to the chair and vice chair roles, although we know that Fischer 

is leaving so this scenario is purely hypothetical.  This is to show that even with no changes at 

the governor level, next year’s voting roster would have been markedly more hawkish 

regardless, with an average ranking of 2.70 compared to the current ranking of 3.20. 

 

Scenario #2 assumes Jerome Powell, a current governor, is appointed to chair with John Taylor 

as vice chair.  Powell’s seat is assumed to remain vacant for the foreseeable future, which leads 

to an even more hawkish FOMC, with an average of 2.33.   

 

Interestingly enough, the FOMC voters are just about as hawkish under the next most likely 

scenario, with John Taylor as chair and Kevin Warsh as vice chair (Powell remains as a 

governor).  Finally, if Trump re-appoints Yellen but adds Taylor as vice chair, the average is 

2.40; again, not a significant change in policy stance. 

 

So, what is the most likely outcome?  Currently, Powell is considered the front-runner1 and 

would be the safest candidate.  He is a moderate like Yellen and would probably maintain the 

current arc of policy.  According to reports, President Trump had a good meeting with John 

Taylor and he might select him for vice chair.  There is no indication at this point who would be 

selected to fill out the rest of the three open seats if Powell is appointed.  It’s possible that Kevin 

Warsh could be offered one as a consolation prize but, for now, we would not expect the 

remaining vacancies to be filled until much later in 2018. 

 

The bottom line is that next year’s FOMC will take on a decidedly more hawkish stance due 

mostly to the hawkish lineup of regional bank presidents.  This is a factor that will affect our 

outlook for next year.   

 
 

 

Past performance is no guarantee of future results.  Information provided in this report is for educational and illustrative purposes 
only and should not be construed as individualized investment advice or a recommendation.  The investment or strategy discussed 
may not be suitable for all investors.  Investors must make their own decisions based on their specific investment objectives and 
financial circumstances.  Opinions expressed are current as of the date shown and are subject to change.   
 

This report was prepared by Confluence Investment Management LLC and reflects the current opinion of the authors. It is based 
upon sources and data believed to be accurate and reliable. Opinions and forward looking statements expressed are subject to 
change. This is not a solicitation or an offer to buy or sell any security. 

                                                 
1 https://www.predictit.org/Market/3306/Who-will-be-Senate-confirmed-Fed-Chair-on-February-4%2c-2018  

https://www.predictit.org/Market/3306/Who-will-be-Senate-confirmed-Fed-Chair-on-February-4%2c-2018

