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motivation

▶ Renewed attention to political dimension of U.S. monetary policy

▶ Trump’s tweets moved markets (Bianchi et al., 2023)

▶ Empirical research largely cross-country, e.g. Alesina and Summers (1993)

▶ Limited use of modern macro identification techniques

▶ This paper:

▶ Identifies shocks to political pressure on the Fed over time

▶ Quantifies effects on inflation and other macro variables
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this paper

▶ Newly collected archival data

▶ Personal interactions between U.S. Presidents and Fed Officials 1933–2016

▶ Amount, length, type of interactions → construct long time series

▶ Narrative identification

▶ Exploit variation from Nixon and Johnson administrations

▶ SVAR with narrative sign restrictions → “political pressure shocks”

2 / 29



preview of findings

When the President pressures the Fed to ease monetary policy . . .

1. Inflation and inflation expectations increase gradually and strongly

2. Insignificant response of real economic activity

3. Transmission is different from typical monetary policy expansion

50% as much pressure as Nixon, for six months, raises U.S. price level by 7%
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data construction and descriptive evidence



data source

▶ Daily calendars of U.S. Presidents provided by Presidential Libraries

▶ Available online or on site – quality varies

▶ With RAs, collect all interactions of Presidents with Fed Officials 1933-2016
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example of presidential schedule
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THE WHITE HOUSE
WASHINGTON, D.C.

- - -

THE DAILY  DIARY  OF  PRESIDENT  JIMMY CARTER I
DATE  I MO.. Clay.  Yr.:

JULY 19,  1980
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5:30  a.m. SATURDAY 1
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5:30  R  The President received a wake up call from the White House
signal board operator.

1 6:06 1 The President went to the Oval Office.
I I

t

1 8:oo  t 8:01   P  The President talked with the First Lady.
I
: 8:08
I
1  8:15

The President returned to the second floor Residence.

The President and the First Lady had breakfast.

’ 8:31
I

!
g:10

The President returned to the Oval Office.

The President participated in a photo opportunity  with:
Mrs. Carol Anderson, Plains, Georgia
Jill Anderson, daughter
Tim Lawson, Americus,  Georgia
Mrs. Tim (Peggie) Lawson
Wendi  Lawson, daughter
Keeli  Lawson, daughter
Lorri Lawson, daughter

The President went to the South Grounds.

The.President motored from the South Grounds to the Shoreham .
Hotel.

The President was greeted by:
Clifford L. Alexander, Secretary of the Army
Robert McIntosh, General Manager, Shoreham  Hotel

The President, escorted by Secretary Alexander, went to the
VIP Room.

The President met with:
Secretary Alexander
Mrs. Clifford L. (Adele) Alexander
Gen. Edward C. Meyer, Chief of Staff, U.S. Army
Mrs. Edward C. (Carol) Meyer
Lt. Col. Matt Urban, U.S. Army and recipient of

the Medal of Honor
Mrs. Matt (Jennie) Urban
Jennifer Urban, daughter
Kris Johnson, daughter
Ms. Sophia Rockwell, governess

The President participated in a ceremony to present the Medal
of Honor to Lt. Col. Urban.

Members of the press
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The President went to the offstage announcement area.

The President went to the podium inside the Regency Ballroom.

The President addressed approximately 1,200 guests attending
the presentation.

The President presented the Medal of Honor to Lt. Col. Urban.

The President returned to his motorcade.  He was escorted by
Secretary Alexander.

The President motored from the Shoreham  Hotel to the South
Grounds of the White House.

The President returned to the Oval Office.

The President met with Chairman of the Board of Governors of
the Federal Reserve System, Paul A. Volcker.

The President talked with the First Lady.

The President telephoned his daughter, Amy Carter. The call
was not completed.

The President went to the doctor's office.

The President talked with Amy  Carter.

The President returned to the Oval Office. Enroute,  he
greeted:

Richard I. Queen, released U.S. Hostage
Harold Queen, father, resident of Lincolnville Beach,

Maine
Mrs. Harold (Jeanne) Queen
Alexander Queen, brother
Warren M. Christopher, Deputy Secretary of State.

The Presidential party went to the Oval Office.

The President met with:
Mr. Queen

 Mr. and Mrs. Harold Queen
Mr. Alexander Queen
Deputy Secretary Christopher
The First Lady

I
I. .

1
I
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f
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example of presidential schedule (zoomed in)
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basic statistics

▶ 857 personal interactions from 1933 to 2016

▶ Average length 53 minutes

▶ 92% with Fed chair, 8% with other Fed Officials

▶ 36% are 1-on-1 interactions

▶ 11% are on Saturdays or Sundays

▶ Enormous variation through time...
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president-fed interaction count through time
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▶ Clinton: 6 interactions in 8 years; Nixon: 160 interactions in 5.5 years

▶ Second half of 1971: Nixon speaks with Burns on average every 5 days
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identification strategy



narrative identification

▶ Challenge: personal interactions do not necessarily capture political pressure

▶ Solution: find increases in President-Fed interactions that ...

▶ ... took place for political reasons only, i.e. is plausibly exogenous

▶ ... arguably impacted monetary policy

▶ Exploit two historical episodes in SVAR

▶ Main specification: Nixon’s pressure on Burns in 1971

▶ Additional variation: LBJ’s pressure on Martin in 1967
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nixon’s appointment of arthur burns

▶ Nixon during Arthur Burns’ swearing-in ceremony in 1970:
“I respect his independence. However I hope that – independently – he will
conclude that my views are the ones that should be followed.”
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some quotes from arthur burns’ diary

▶ “I am convinced the President will do anything to be reelected.” (March 1971)

▶ “I watched his face, as he spoke, with a feeling of dismay; for his features became
twisted and what I saw was uncontrolled cruelty.” (July 1971)

▶ “I got a stern letter from the President urging me start expanding the money
supply and predicting disaster if this didn’t happen.” (Oct 1971)

▶ “President at this meeting again expressed his concern about the money supply. I
reminded him that I was looking after that properly.” (Nov 1971)
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narrative identification: corroborating evidence

Before Nixon re-election

(Feb 1970 - Nov 1972)

After Nixon re-election

(Dec 1972 - July 1974)
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definition of political pressure shock

▶ Long quarterly data (Ramey and Zubairy, 2018) + President-Fed interactions

▶ Narrative sign restrictions (Antolin-Diaz and Rubio-Ramirez, 2018)

Variable Traditional sign restrictions Narrative restrictions
President-Fed interaction count + 1971:Q3, 1971:Q4
3-month T-bill rate –
Log GDP deflator +
Log real GDP
Log government expenditures
Nom. Deficit / Nom. GDP

▶ SVAR different from event study: can ‘detect’ shock anywhere in sample
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political pressure vs. monetary policy shocks

▶ Assume one period; π: inflation, i: interest rates, x: President- Fed interactions

π = ϕπii+ ϕπxx+ επ

i = ϕiππ + ϕixx+ εi

x = ϕxππ + ϕxii+ εx

▶ Rewrite second equation: i = ϕiπ+ϕixϕxπ

1−ϕixϕxi
π + ϕixε

x+εi

1−ϕixϕxi

▶ “Romer-Romer”: regress i on π and get residual ξm = ϕixε
x+εi

1−ϕixϕxi

▶ If President has no effect on Fed, then ϕix = 0 and ξm = εi

▶ Goal is to separately uncover εx with data on x and appropriate restrictions

▶ Transmission is different from εi, in particular if ϕπx ̸= 0
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results



impulse response functions cholesky event study

President-Fed interactions
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irfs over 1933-1987 sample other samples

President-Fed interactions
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▶ Political pressure not “successful”? popularity
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historical variance decomposition shock series other decomps
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▶ Evidence of political pressure shock affecting 1970s inflation, less elsewhere
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irfs to ‘standard’ monetary policy shock 1933-1987
President-Fed interactions

 0  9 18 27 36
-2

-1

0

1

2

3

4
Tbill rate

 0  9 18 27 36
-1.5

-1

-0.5

0

0.5

p.
p.

GDP deflator

 0  9 18 27 36
-4

-3

-2

-1

0

1

2

3

%

Real GDP

 0  9 18 27 36
quarters

-2

0

2

4

%

Real government expenditures

 0  9 18 27 36
quarters

-10

-5

0

5

10

15

%

Deficit-to-GDP ratio

 0  9 18 27 36
quarters

-2

-1

0

1

2

3

p.
p.

▶ In pre-Greenspan sample, monetary easing increases real activity

▶ Response of inflation is less pronounced than for political pressure shock

▶ Confirms that the transmission of the two shocks is very different 17 / 29



effects on inflation expectations
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▶ Political pressure shock (blue) raises inflation expectations and disagreement

▶ Stronger effect than for monetary policy shock (red)
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is political pressure publicly observed?

Reproduced with permission of the copyright owner.  Further reproduction prohibited without permission.

INSIDE THE MARKET: Wall Street Fears Whiplash From Nixon-Burns Collision
Schonberger, Ernest A
Los Angeles Times (1923-1995); Feb 28, 1971; ProQuest Historical Newspapers: Los Angeles Times
pg. J1
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news articles about fed pressure (cumulated)
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▶ Based on systematic search of New York Times, Washington Post, Wall Street Journal
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irfs with sign restriction on news articles
President-Fed interactions
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additional results



political pressure shock identified from nixon + lbj

President-Fed interactions
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irfs to generic 1971 inflationary shock
Tbill rate
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▶ Effect on price level smaller and much less persistent (for roughly similar rate reduction)

▶ Highlights that personal interaction data key to my results
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modeling count data & allowing for nonlinearities

▶ President-Fed interactions are count variable instead of continuous

▶ Not Gaussian: long periods of little movement, other periods with spikes

▶ Formal framework to take this into account:

[
yt

x⋆t

]
=

[
B1 b2
b3 b4

] [
yt−1

x⋆t−1

]
+

[
u1

ux∗

]
.

Pr(xt | λt) =
(λt)

xte−λt

xt!
with λt = exp(x∗t ),
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modeling count data & allowing for nonlinearities
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theoretical discussion



theory - simple new keynesian arithmetic
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theory - political pressure modeled explicitly

▶ Barro and Gordon (1983): “inflation bias”

▶ Steady state equilibrium vs. transition dynamics

▶ Recent contributions:

▶ Halac and Yared (2021)

▶ Witheridge (2023)

▶ Afrouzi, Halac, Rogoff, and Yared (2024)
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conclusion



conclusion

▶ Novel data and narrative identification → political pressure shocks

▶ Quantitative results

▶ President acts 50% as bad as Nixon for 6 months ⇒ price level rises by 7%

▶ Benefits of central bank independence often highlighted using cross-country data;
I provide supporting evidence for the US through time

▶ I make the new data and estimated shocks available on my website
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outlook

Year U.S. President Federal Reserve Chair Personal Interactions
2017 Donald J. Trump Janet Yellen 1
2018 Donald J. Trump Jerome Powell 0
2019 Donald J. Trump Jerome Powell 5
2020 Donald J. Trump Jerome Powell 3
2021 Joseph R. Biden Jerome Powell 2
2022 Joseph R. Biden Jerome Powell 1
2023 Joseph R. Biden Jerome Powell 0
2024 Joseph R. Biden Jerome Powell 0

▶ Source: Fed Chair calendars
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narrative identification: corroborating evidence

Before Nixon re-election

(Feb 1970 - Nov 1972)

After Nixon re-election

(Dec 1972 - July 1974)
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irfs based on cholesky (interactions ordered last) back

President-Fed interactions

 0  9 18 27 36
-2

0

2

4

6

8

10

12
Tbill rate

 0  9 18 27 36
-1

-0.5

0

0.5

1

1.5

p.
p.

GDP deflator

 0  9 18 27 36
-2

0

2

4

6

8

10

%

Real GDP

 0  9 18 27 36
quarters

-6

-4

-2

0

2

4

6

8

%

Real government expenditures

 0  9 18 27 36
quarters

-15

-10

-5

0

5

10

15

%

Deficit-to-GDP ratio

 0  9 18 27 36
quarters

-3

-2

-1

0

1

2

3

p.
p.



irfs based on event study back
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irfs over 1933-2008 sample back

President-Fed interactions
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▶ Stopping before 2008 gives similar to stopping in 2016



irfs over 1952-2016 sample back

President-Fed interactions
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▶ Starting after 1952 gives different results

▶ Variation from before the Treasury-Fed accord appears to be important for the results



nixon’s popularity back
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estimated shocks over 1933-2016 sample
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historical variance decomposition: interaction variable
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