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Shrink the Fed Before It Shrinksthe Dollar

By Jon N. Hall

At Tea Party rallies and at other get-togethers twelast two years, one could often see placaading "End the Fed."
That also happens to be the title af@thy bookby Rep. Ron Paul. If orgooglesthose three words within quotation
marks, one should get nigh on a million hits. Ornighthconclude that there's a movement afoot in Acaeto abolish our
central bank, the Federal Reserve.

Why are folks getting so exercised about this $eereuasi-governmental agency?

One reason folks are riled at the Fed is that ttbdets interest rates, and rates have beenatihistvs for much of the
last decade. This has really hurt savers. As wiewthie highest rate nationwide for a one-yeaifaste of deposit is
1.35%. Such a rate would require a goodly chunthahge, and yet it doesn't even keep pace withelés target inflation
rate of 2%. The Fed's low interest rates are p&thlame for the real estate boom, which led fiaied home prices, whic
led to the real estate bust, which led to the frererisis of 2008. So the Fed is at least pagiponsible for the flood of
foreclosures as well as the collapse of home vialositIn Las Vegas80 percenbf homeowners are underwater on their
mortgages. Thank the Fed, Nevada.

But the reason folks are truly frightened by thd isebecause the Fed has been busy "printing mb8eyce the 2008
financial crisis, the Fed has created $1.7 trilddmew money (that we know about). Also, the Fasd just embarked on y
another round of "quantitative easing," or QE2 eagel words for money-printing. So in additionead the Fed," we now
hear "sink the QE2." QE2 is the FeHail Mary passaccording to analyst Peter Schiff.

The creation of so many new dollars tends to depiesvalue of old dollars. But the Fed says iidtatsn't a problem rigt
now. Instead, deflation is the problem. But theuguare talking only about "price inflation," as regged by consumer pri
index. The CPI is unreliable, however, as it n@lEmmeasures the most important (and volatile) wmables, food and
energy, and those prices are up.

The economist Milton Friedman thought the Fed cdigldeplaced with a computer. But the Fed alreadgmbles a
computer: HAL in the sci-fi flick001: A Space Odyssey. If you'll recall, HAL was given conflicting progmming and
ended up Killing the crew to save the mission.

Likewise, Congress gave the Fed conflicting missidrhe Fed's primary duty is to preserve the vafuibe U.S. dollar. Bt
in 1978 with Humphrey-Hawkins (the Full Employmeantd Balanced Growth Act), Congress gave the Fextlditional
mission. In "Blame Congress for Inflation," whichpeared in the Wall Street Journal on May 1, 266&). Paul D. Ryan
writes

Humphrey-Hawkins changed the Fed's mandate, digeitto focus on long-term price stability and ghterm
economic growth. Unfortunately, in its efforts tmcamplish both, the Fed could end up satisfyingheei

So Ryan introduced tHerice Stability Act of 20080 return the Fed to a single mandate. The Catiitliteendorsedt. But
in Pelosi's Congress, Ryan's bilént nowhereNow that QE2 is alarming folks, there are renewseks for putting the Fed
on a leash. Rep. Mike Pence just introdugetbw billto end the Fed's "dual mandate."

If the dollar were to collapse, there's wouldn't®eonomic growth" anyway, as there wouldn't beeonomy -- or at least
an economy based on the dollar. So the overridirsiniess of the Fed should be, always and everywtieresoundness of
the dollar. The dollar is too important to leavetie Fed alone. Congress needs to shrink the Féthsd can override sur

things as QE2...and QE3 and QE4, and whatevethadeed thinks up. The Fed's much-ballyhooed "ieddpnce" needs
to be reexamine
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There's a tendency in America to want to lay blédoneverything on a single factor. Some folks blaime unraveling of tk
economy on George W. Bush or on greedy Wall Stvaekers or even on capitalism itself. Others ncawid the Fed or
Ben Bernanke. The Fed certainly deserves muchedbldime. But the Fed was created by, and contitouesist at the
pleasure of, Congress. The Fed's printinfiadfmoneymakes Congress's unholy spending possible. Tipayax certainly
wouldn't underwrite Congress's spending. WithoatRhd, Congress wouldn't have the money for thie pajects that get
incumbents reelected.

Imagine that the Fed refused to float new bondgaaimmint new money to accommodate Congress's pewding. Then
we'd have a truly independent Fed. But then Cosgreght move to impeach Bernanke and his lieutenant

What if the dollar were crashing and burning befaue very eyes? If the dollar went to zero, foreignwouldn't be of a
mood to buy any more of our bonds. In such a se@narinting more dollars would be futile. And itz too late to balanc
the budget. With a destroyed currency, America wave to start over.

For now, ending the Fed may be a bridge too fad Wwa may actually need the Fed for years to comstetguundo all the
harm the Fed itself has done over the last cenBuyfirst we need to spay the Fed, put it on aleand take it to
obedience school. We can't just allow the Fed itat pnroney like it knows what it is doing.

The Fed is playing witbur money. It may be fiat money, but it's our money.

POINTERS: Here's a funny, clevetideo on the Fed for your delectation. You can also firat thisarticle, where Charlie
Gasparino of the Fox Business Network goes todraBérnanke. If you're really interested in sour@hey, watchlrhe
Kudlow Reporton CBNC. When last checked, hisleo galleryhad 265 entries. Kudlow's articles are all overwteb;
archives aréereandhereandhereandhere

Jon N. Hall is a programmer/analyst from Kansas City.
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