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role in Fed policy than has been the case. 
Note, I said “asset price cycles,” not asset 
prices. Chairman Bernanke has long advo-
cated that the Fed eschew “targeting” asset 
prices. I have felt less strongly about that 
than he has. But with his new advocacy of 
macroprudential policies aimed at enhancing 
financial stability, I think we’ve reached the 
point where our differences are but noise. 

Regulatory arrangements – notably restric-
tions on leverage, liquidity and capital 
restrictions – that procyclically turbo-charge 
asset price cycles are an anachronism that 
need to be not just re-examined, but fixed. 
Ben Bernanke just told us that he will be the 
presiding physician. And I have no doubt 
that the spirit of Hyman Minsky will be in 
the re-examination room. 

Bottom Line
Jackson Hole is a very special place. And 
the Kansas City Fed’s annual symposium in 
Jackson Hole is a very special gathering. The 
Tetons are good for the soul, especially when 
soul searching for the answers to the critical 
economic questions of our time. This year, 
there was no table-pounding consensus as to 
how to right all that is wrong with the world. 
Humility, except perhaps for the inflation 
nutters, was very much on display.

And that is all to the good, I think. Finding 
the right answers sometimes requires con-
ceding that yesterday’s answers were actually 
wrong. In the money management business,  
I live with this reality every day. It was good 
to see those who don’t feel similar pains to 
the wallet to at least feel them to the ego. 

The most important conclusion, at least to 
me, was Chairman Bernanke’s open call for a 
shift to macroprudential regulatory arrange-
ments, not to supplant microprudential regu-
lation, but to enhance it, notably by reducing 
its procyclical character. The time for such a 
shift is long, long overdue, as surely Hyman 
Minsky would agree.

In the fullness of time there does come a time 
when time is full. 

Now is such a time.
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