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					The average person’s security is no greater than the stability of the economy in which he is a participant.

					—Marriner S. Eccles

				

			

		

	
		
			CONTENTS

			Introduction

			1. The Before Times

			2. The Month Markets Melted

			3. One Nation, Under Banks

			4. The Fed’s Second Act

			5. The Temple Is Under New Management

			6. A Polarized Fed

			7. March Madness

			8. A Corporate House of Cards

			9. The Day the Fed Changed

			10. Racing Across Red Lines

			11. Culture Wars and Capital

			12. Love Songs to Full Employment

			13. A Fed Restrained

			14. The Creeping Crises

			15. A Year of Uncomfortable Questions

			Epilogue

			Acknowledgments

			Bibliography

			Notes

			Index

		

	_151269552_

	
		
			
			
				INTRODUCTION

				The interviewer on the April 9, 2020, webcast had a simple question for the chair of the Federal Reserve: How much support could the central bank provide to businesses and households using its emergency powers? Markets were flailing and people were suddenly losing their jobs as the coronavirus pandemic swept the nation and the world. America was looking to Jerome Powell for help.

				“There is no limit on how much of that we can do,” Powell sternly explained, dark eyebrows knitted below his silver hair. “Other than that it must meet the test under the law.”

				Central banking doesn’t offer a lot of mic-drop moments, but that was one. Powell’s assertion came about a month and a half after the pandemic had begun to batter global asset prices and a few hours after the Federal Reserve had unveiled a rescue program unlike any it had previously attempted, one that would stretch the central bank’s abilities further than they had ever extended before.

				The Fed had once been definitively limited. Upon its creation in 1913, some of its founders didn’t even want to call it a “central bank.” It was supposed to monitor commercial banks to prevent risky business and to keep cash flowing around the financial system, so that it didn’t get stuck in Memphis when it was needed in Montgomery. It was set up to help banks function smoothly in times of trouble, an ability that was curbed by strict rules. But as of Powell’s tenure, decades of crises and a few pivotal characters had fundamentally changed the Fed’s purpose and function in America’s economy. By the time we all learned the term “social distancing” and became armchair experts on mRNA in 2020, the Fed had become central banker to the world, the most important economic policy setter in history, and the enabler of modern finance. And the following year, as inflation took off in the wake of the government’s sweeping response to the pandemic, it was the Fed that America would look to as its first line of defense.

				

				—

				In the modern era, the central bank’s most basic job is—as it has been for decades—to keep the economy humming along at a steady but sustainable pace. The goal is to foster maximum employment but also slow and stable inflation. The Fed attempts to achieve those targets by guiding the cost of money—interest rates—in a way that encourages people to save during good times and spend during bad ones. Doing so can help to heat up a tepid economy, like the one that followed the Great Recession of 2008, or slow down an overheating economy, like the one that followed the onset of the pandemic.

				But the Fed’s twenty-first-century role goes far beyond economic management, especially during moments of financial crisis. Central banks around the world have long played the role of “lender of last resort,” keeping credit flowing through the plumbing of financial markets in moments of panic. The Fed began to stretch its backstop role notably during the 2008 financial meltdown, helping to save large banks and a wide variety of other financial companies from disaster. In 2020, it took those emergency powers to new lengths. As the coronavirus caused a society-wide scramble for cash, the Fed leveraged its ability to create money to promise to keep credit flowing to big corporations, state and local governments, and midsize businesses on Main Street. In doing so, it redefined itself as a potential last-ditch financing provider to the entire economy, rather than simply to Wall Street.

				The Fed’s modern footprint has also expanded in other ways. Perhaps most controversially, the Fed purchased government-backed debt in massive sums in response to both the 2008 meltdown and 2020 Covid-related events. The goal each time was to soothe markets and help to pull a flagging economy back from the brink by lowering interest rates on all kinds of debt, from business loans to mortgages, in hopes of prodding companies and consumers to borrow and spend. But the effects and side effects of the policy remain hotly debated. While fans of the post-2008 program have credited it with supporting an economy in need at a time when Congress was failing to pass legislation to jump-start growth, critics have blamed bond buying, often called quantitative easing, or QE, for fueling excess on Wall Street and worsening wealth inequality. Even so, when 2020 threatened a repeat disaster, the Fed rolled out bond buying again on an even bigger—for a brief time, literally unbounded—scale. The Fed under Jerome Powell was not just a powerful force in markets and society. It was limitless.

				

				—

				The Fed’s towering role in modern America has been enabled by its most special authority: It can create money from nothing. While that ability works through the banking system and has been constrained by strict rules since the central bank’s founding, more than a century of necessity, invention, and evolution has brought us to a moment in which the Fed’s limits are fuzzy and its capabilities vast.

				Now lawmakers, economists, and the public have begun to grapple with the potential consequences of the Fed’s huge sway. Some of the questions are diagnostic. Have the Fed’s bond purchases really widened the gap between the rich and the poor? Did the most recent round contribute to the post-2020 inflation? Others are fundamental. Is it healthy for our democracy to have a Fed this powerful?

				The Fed itself is grappling with its role. It has tried to become more transparent and publicly accountable as it has grown more important, and that openness has helped to pull it into society-wide conversations about fairness, equality, and opportunity. In the time that I have covered the Fed for Bloomberg and The New York Times, it has gone from insisting that social issues are not its domain to flying Pride flags and shaping conversations about racial, gender, and geographic inequity with research and expert advice. Now central bankers are hurtling toward a future in which they could play a more critical role in policing climate risk and digital transactions. Fed officials often talk about “staying in their lane,” but that lane has been expanding into an avenue.

				Limitless is a book about a central bank that is wrestling to define its place in a changing world. It traces the period surrounding 2020, because the pandemic years distilled and put on display the challenges confronting the Fed. It is an institution that needs political independence to function well, but it is operating against a highly partisan backdrop. It wants to help Main Street, but it is best suited to supporting Wall Street. Its officials increasingly recognize the need to serve a diverse constituency, but they themselves tend to have elite backgrounds. And while the Fed is constantly battling cutting-edge problems, its ability to anticipate them can be hampered by an at times myopic focus on avoiding past mistakes.

				At the time of this book’s publishing, in early 2023, the Fed has spent months waging battle on what has been the fastest inflation since the early 1980s, slowing the economy and the job market in the process. From today’s vantage point, what central bankers did and thought in the years around 2020 may seem almost quaint. Nevertheless, they laid the groundwork for this moment. The debates that happened before and amid the early pandemic, together with the Fed’s longer history, are the key to understanding how we got here. And while inflation has captured the attention of central bankers and the world, it is essential to revisit the Fed’s broader response to 2020 before it fades from memory. The central bank’s actions both underlined weaknesses in our financial system and set out precedents that could shape the not-too-distant future.

				The chapters ahead jump around chronologically. They will start at an event in late 2019, which I will use to explain the economic context—both in terms of employment and inflation—that the Fed faced coming into the tumultuous period that started in 2020. They will then move to mid-March 2020, detailing one particularly important day in the Fed’s coronavirus rescue to show just how high the stakes were as it scrambled to blunt the financial and economic impact of the pandemic.

				After setting the stage for the modern discussion, the book will jump back in time in Chapter 3, providing an overview of the history that brought us to this moment in American central banking. It will explain the Fed’s early years partly through the eyes of Marriner Eccles—perhaps the most important person in the central bank’s early development and almost certainly the funniest. As the chapters work their way back up to 2019, 2020, and 2021, they will track a wide cast of characters but focus on a few key ones. Those include Powell, the Fed chair at the time of the events in question; Lael Brainard, a governor who would go on to become vice-chair; Randal Quarles, the vice-chair for supervision for much of our story; and Neel Kashkari, the Federal Reserve Bank of Minneapolis president. Kashkari was less central to the main action in 2020, but he offers an interesting perspective, partly because of his position at the Treasury Department in the 2008 crisis and the way it haunted him, and partly because of his own considerable shift in thinking over the course of the pandemic and the inflation that followed.

				As the modern part of this book tries to answer a deceivingly simple question—What does it mean to be the twenty-first-century Fed?—it will also take you to an oatmeal café in Manhattan’s West Village, an elementary school in postindustrial Connecticut, an Orlando nightclub, Pittsburgh’s airwaves, and the offices of Capitol Hill. The Fed’s tale is, at its core, a story about all of America.

				While Limitless is mainly a fact-based account of politics, economics, and public figures meant to show how American central banking works in the twenty-first century, it does make one big point. The argument is straightforward, but, I think, important: The Fed has fundamentally changed since its founding, a slow-burning evolution that sped up in 2008 and came fully to bear in 2020. Now it is essential for our democracy that the public understands just how far the Fed’s authorities stretch.

				America has placed a huge amount of power into just a few pairs of hands at its central bank. Many of the Washington-based Board’s most important emergency tools are exercised without buy-in from the rest of the institution, giving the seven presidentially appointed Fed officials enormous license. In 2020, a handful of Fed Board members worked with the Treasury secretary to make critical choices about which businesses would receive potentially make-or-break financial help. And the Fed chair alone wields vast capabilities. During the 2008 financial crisis, for instance, chair Ben Bernanke unilaterally approved a $600 billion bond-buying program to shore up crumbling markets.[*] Checks and balances, meanwhile, are sparse. The Fed answers to Congress, but Congress can change it only if lawmakers reach a political compromise, which is often a slow and unsure process. Presidents cannot easily remove Fed chairs.

				The Fed is purposefully insulated from politics so that it has room to make hard decisions. Most important, it sometimes needs to harm the economy to contain inflation, a difficult short-term decision that leaves society better off in the longer run. That freedom to maneuver is critical to the Fed’s mission and worth protecting. But because the central bank is only distantly accountable to voters, and because its role in our economy has expanded so much, society needs to pay attention to the Fed’s abilities—and experts, the media, interest groups, and the broader public must keep pressure on lawmakers to appoint and confirm apolitical central bankers. Fed independence has always been important, but it now matters to more than just price stability. If elected officials were to place partisan loyalists on the Fed Board, the unconventional and emergency tools that the central bank used in 2020 to help stabilize markets and the economy could instead be leveraged to quietly circumvent the democratic process. Favored constituencies or even a handful of favored companies could be given cheap credit through the Fed even if it proves too hard to pass funding for those entities through Congress. The Fed’s mass bond buying could also be wielded for political ends, for instance driving the value of the dollar to give the United States an advantage during trade wars. Much like the Supreme Court has sweeping authorities that can be wielded in partisan battles, the Fed’s control over money could be used to quietly achieve political goals that are too divisive to accomplish with legislation. That risk is not entirely hypothetical, as this book will show, including through previously unreported details about the political wrangling that helped to shape the Fed’s 2020 actions.

				Since at least the 1980s, Fed officials have typically believed that the central bank should operate free of politics. Elected politicians have in recent decades mainly respected that independence, appointing officials with expertise to offer and technocratic rather than partisan views on the world. That could change. President Donald Trump carried out a pressure campaign on the Fed in 2019, and in 2020 nearly succeeded at appointing a nominee to the Fed Board who praised him lavishly in published writings and interviews. Likewise, prominent Democrats in 2020 considered trying to use one of the market rescue programs the Fed had established to funnel cheap money to state and local governments in lieu of passing legislation.

				These issues are unlikely to go away. While the Fed’s actions in 2020 came in response to an unprecedented global pandemic, the pages ahead will make clear that the financial vulnerabilities that necessitated huge Fed action were kindling waiting for a spark. They were known weaknesses, and many of them still exist. It is somewhere between possible and likely that Fed market interventions like the ones that took place during the pandemic will be required again in the future. A widespread understanding of what the Fed is capable of—one that keeps its emergency actions in particular under the scrutiny of the public eye—may be the best way to ensure that the institution is never transformed into a partisan instrument.

				Limitless is the product of years of reporting and hundreds of interviews. To protect my sources and allow a narrative format, I generally do not cite people directly unless I’m referencing another journalist’s reporting that I did not independently confirm. The endnotes provide details on publicly available material. Quotations from meetings do not always come from the speaker, but they do come from someone with firsthand knowledge. My descriptions of events draw on my own attendance, first-person accounts, public information, or records requests filed under the Freedom of Information Act.

				I should offer a word of warning before you get started. Many people who write about the Fed (a) suggest that its officials have saved the world, (b) suggest that they have ruined the world, or (c) suggest that they’re some sort of secret cult trying to take over the world. If that is what you’re looking for, this is not the book for you. This is the tale of a mighty but fallible institution at a moment of intense soul-searching.

				Central banking is one big experiment, and people who claim to have it all figured out are oversimplifying. On the other hand, writers have at times treated Fed policy makers as modern oracles who know something the rest of us do not. That also invites trouble, because the Fed’s existence has been one extended parable on the perils of overconfidence.

				If these chapters do convince you of something, I hope it is that Fed officials are ordinary people who control increasingly potent tools. Power like that doesn’t necessarily make its holders good or bad, and it certainly doesn’t make them priests or prophets. It does make them uncommonly interesting.

			

			
				Skip Notes

				
					* Bernanke notes in his 2022 book, 21st Century Monetary Policy, that he first authorized the bond-buying program by relying on a rule that allows the Fed chair, based on economic or financial developments between meetings, to order the purchase of securities with the goal of adding reserves to the banking system and adjusting the Fed’s main policy interest rate. The committee ultimately voted on the policy before purchases started.

				

			

		

	
		
		
			Chapter 1

			THE BEFORE TIMES

			
				“Normal” may vary from time to time.

				—Daniel Tarullo, then a Fed governor, December 2014 Federal Open Market Committee meeting transcript

			

			The school gymnasium in East Hartford, Connecticut, did not share much in common with the swanky Washington, D.C., dining establishment that Jerome Powell had frequented before becoming chair of America’s Federal Reserve.

			At the Metropolitan Club in D.C., which he had once visited regularly for work lunches, gentlemen were expected to wear ties. Real ones. String ties, ascots, and turtlenecks were “not acceptable,” the bylaws of the members-only institution sniffed. If a gentleman were to make the faux pas of arriving without appropriate neckwear, something fitting would be loaned to him.

			At Silver Lane Elementary School, where Powell had traveled on a late November morning in 2019, it was obvious that many of the jacket-wearing attendees had donned them for the chairman’s benefit. Schoolchildren wore purple polo shirts, and at least one person had on blue jeans. The guest list, too, couldn’t have been more different. He had usually held one-on-one meetings at the Club, joining high-ranking government officials—generally white men—for American fare served beneath chandeliers.[1] Nearby diners were often known figures from exclusive backgrounds. Women, banned for the bulk of the club’s 150-year history, remained relatively scarce.

			That gray autumn day in Connecticut, a diverse set of manufacturing workers, teachers, and community advocates sat around a horseshoe of cafeteria tables hidden underneath black tablecloths. They spooned Mexican rice and roasted chicken from a local grocery store out of buffet-style aluminum steamers. Powell went back for seconds.

			The chair of the Federal Reserve was the son of a D.C. lawyer, had been a private equity power player in his middle age, and was perhaps the mightiest economic policy maker in the world at sixty-six. That he had chosen to forsake Washington’s more sumptuous halls for a squeaky-floored gym, where the waxy scent of crayons lingered in the air and industrial bulbs cast a cold white light on the proceedings, said something important about his priorities at the central bank he was quietly reshaping.

			The Fed had ascended to become the nation’s most important economic institution by the early twenty-first century. It guided the economy by setting interest rates, the price of money. It lowered rates to encourage lending and spending when the economy was weak or raised them to slow it down when consumption and hiring were running hot. It was a technocratic job, but an important one with big consequences for the American population. The Fed used its policy to achieve the two main goals Congress had assigned it: keeping inflation low and fostering full employment. Prosperity turned on whether it succeeded.

			The Fed’s role in society didn’t stop there. As of 2019, it also regulated and supervised the nation’s largest bank holding companies, monitored financial stability, managed the nation’s cash supply and core payments system, and performed extensive economic research. Its officials often gave lawmakers advice, typically vague and nonpartisan, about the national debt or the importance of an unfolding labor force trend. It was, effectively, the government’s largest economic and financial think tank. It also served as Wall Street’s insurance policy. The central bank had the power to backstop troubled markets in times of extreme stress by lending money and smoothing over trading in hard-to-sell financial assets, a role it had filled most dramatically during the financial crisis that had rocked the world in 2008.

			It was a big job, but the Fed was a big institution. It consisted of twelve regional banks scattered across the country and a Board of Governors in Washington, D.C. The regional Fed branches kept commercial banks in their districts supplied with cash, supervised those banks, and employed economic researchers. Regional bank presidents took turns voting on monetary policy—five had a vote at any given time, and one of those was always New York—and held a seat at every policy-setting Fed meeting. The presidents were selected by reserve bank boards, which consisted of local businesspeople and nonprofit representatives, and were confirmed to their posts by Washington-based officials. They typically stayed in their jobs for as long as they wanted, with some serving for decades. The reserve branches were set up like private corporations, though they functioned in the public’s interest.

			If the semiprivate regional banks were the Fed’s limbs, the Washington-based board was the beating heart of the system. It was fully public, with its seven governors appointed by the president and confirmed by the Senate. The Fed’s chairperson, vice-chair, and vice-chair for supervision were all governors, and board members had authorities that presidents lacked. They held constant votes on monetary policy, and they alone regulated the nation’s largest banks and voted to create financial rescue programs in times of crisis. They also had very long terms: fourteen years if served from start to finish, though people rarely stayed for full stints. Thanks to how powerful the positions were and how long they could last, the White House typically treated appointments to the Fed Board with gravity, carefully vetting candidates and floating names in the press to make sure they didn’t stir up too much controversy.[*1]

			Powell had first come to the Fed Board in 2012, when President Barack Obama appointed him as one of its seven governors. He was chosen, funnily enough, partly for his Republican politics. The president’s latest nominee had failed to pass the Senate Banking Committee, his chances tanked by a Republican senator, and the Democratic administration felt it needed to make a bipartisan offering to the Senate to get a candidate confirmed. As Obama officials searched for qualified candidates to appoint to two open Fed seats, they landed on Jeremy Stein, a financial regulation expert and Harvard University academic who would bring needed expertise to the Board. Other economists insisted that Stein was a Republican, but when it turned out that he was actually a registered Democrat, the administration decided it wanted him anyway. Officials briefly contemplated pairing Stein with Richard Clarida, a genuine Republican who was a professor at Columbia and adviser at the asset management behemoth Pacific Investment Management Company, or Pimco. Clarida, unfortunately for them, decided that he didn’t want to leave his job. They homed in on Powell.

			The lawyer and financier had cut a low profile in the Washington policy scene until then, but he was an attractive pick for the political horse trade. He was a moderate Republican, and he was working at a think tank called the Bipartisan Policy Center when the administration came calling, earning $1 per year for his efforts, something unheard of at the institution. He had wanted to get a toehold in the Washington policy discussion, and he had already made tens of millions of dollars in his private-sector career. The debt ceiling crisis of 2011 had given him a major project. That year, congressional conservatives threatened not to raise the nation’s borrowing limit, which would have prevented the country from continuing to pay its bills. As a former Treasury official and a clear public speaker, Powell had been able to wage a sober informational campaign detailing exactly when the debt limit would be breached and what that would mean.

			Powell had compiled spreadsheets that allowed him to guess the “X Date” when the government would no longer be able to make payments. The government did not produce its own projection, so journalists began to regularly reference the estimate. In a seemingly endless string of meetings, Powell, a trim man with tidy suits and side-combed hair, explained the timeline to senators without hyperbole or judgment, using the same no-nonsense tone that had served him well through long years of private equity dealmaking. The national debt was on an unsustainable path, he agreed, but there was no real choice. Defaulting would pose a huge risk to markets, the economy, and America’s standing in the world order.[2]

			Republicans got the message, and though it came late in the game, the ceiling was lifted. Powell had been just one voice urging lawmakers to make that evidence-based choice, but the episode had left him looking savvy and, compared to some of his party colleagues, sane.

			“Secretary Geithner and Treasury staff got to know Powell well during the debt limit debate when he was one of the most helpful Republican validators for their views,” White House economic officials wrote in a memo to President Obama suggesting his potential nomination to the Fed. Still, Powell was not a credentialed academic economist or a storied monetary thinker.

			“Perhaps the biggest downside of Powell is that he would bring less thought leadership and creativity to the Federal Reserve than some other candidates might,” the memo went on. “Nevertheless, he brings many other strengths” and “is well above average compared to previous Fed governors.”

			

			—

			People seek out big government jobs for different reasons, and Jerome Powell seemed to be driven to the higher reaches of American bureaucracy by some combination of a do-gooder attitude and genuine curiosity. The big questions plaguing the world had always piqued his interest. As a Princeton undergraduate in 1975, he had written a thesis on what could spur societal change in South Africa, then enforcing a gruesome apartheid segregation that discriminated against Black people. He had long seen public service as a high calling and a goal, inspired by lessons from the nuns of his Catholic school youth and by familial example. His father, a Washington-based lawyer, had been unable to take a job in the Nixon administration because of financial constraints. The Powell clan was rich by any reasonable standard, but the family of eight didn’t feel they could bear the pay cut.[3]

			The younger Powell had set out to make a fortune large enough to permit a career that flitted between the private sector and government, and he had succeeded.

			After attending Georgetown’s law school and beginning his professional life as a Wall Street lawyer at Davis Polk & Wardwell and the firm Werbel & McMillen, Powell in 1984 became an investment banker at the elite firm Dillon, Read & Co., focusing on financing and mergers and acquisitions.[4] The following year, he married Elissa Leonard, a Harvard graduate from Rockville, Maryland, who was then writing a science program for PBS.[5] Like Powell, Leonard was the daughter of socially engaged parents: Her father, a public health administrator and science fiction writer, had marched from Selma with Martin Luther King, Jr., in 1965, and her mother was a public school librarian and later a volunteer art museum docent.[6] Powell and Leonard were known by friends and acquaintances as lovely, charming, active in the world around them. They were the kind of people who seemed destined for higher things.

			When George H. W. Bush was elected president, Powell’s boss at Dillon, Read & Co., Nicholas F. Brady, became secretary of the Treasury Department. Powell, by then in his late thirties, decided to follow Brady to Washington in 1990. He became assistant secretary at the Treasury, and, at thirty-nine, moved up to become undersecretary for finance. Powell’s various positions put him at the center of government debt issuance, giving him a bird’s-eye view of the backbone of global bond markets. They also earned him a reputation as a master consensus forger.

			As assistant secretary for domestic finance in 1991, Powell had helped to orchestrate a solution when it became clear that the bank Salomon Brothers had been rigging part of the Treasury market. Salomon was then a primary dealer, one of the few select institutions that could buy bonds directly from the government, and it was one of the largest financial firms of its time. If the government punished Salomon for its misdeeds by revoking its primary dealer status, it risked toppling the firm and causing it to dump assets on the market in a rush, which would have been dangerous for the broader system. Over a frantic weekend, officials had wheeled and dealed to keep Salomon in the fold, with some restrictions, while replacing its leadership with Warren Buffett, the famous investor who was then one of its major shareholders. The thorny decisions he was involved in forced officials to exercise one of the principles that would define Powell’s later career as a policy maker: relentless pragmatism. If Treasury had made an example of Salomon, it could have sparked wider economic damage. Keeping it alive looked bad, but it was less painful.

			“It still gives me nightmares,” Powell would say of the episode a quarter century later.[7] Immediately following the disaster, Powell shepherded a government report calling for big changes to the way that Treasury securities were sold to fix the vulnerabilities that had allowed the problem to develop. Quoting one of his counterparts on that project, The New York Times reported that Powell had achieved “far more consensus” than had been thought possible while heading the committee of Treasury, S.E.C., and Federal Reserve officials.[8]

			Following his early stint in government, one that had left him respected in Washington, Powell had worked in banking briefly before moving in 1997 to Washington-based private equity giant The Carlyle Group. While his experience in government had begun to build up Powell’s reputation, his time in private equity would complicate it. Thanks to its proximity to the seat of government power and intricate web of relationships in D.C., Carlyle was the subject of frequent criticism about the revolving door between Washington and finance.[9] Powell spent about eight years there, closing or helping to close deals worth hundreds of millions of dollars.[10] His time at Carlyle, and the debt-laden companies he left in his wake, would provide grist for his critics for decades.[11]

			After he left Carlyle, Powell continued to dabble in private equity before making his way into the Washington think tank world and then to the Fed. Once he had been confirmed to the central bank, he chaired a range of committees and kept a low profile as he brought himself up to speed on a complicated array of topics. Monetary policy was anything but simple in the lackluster economic era that followed the 2008 financial crisis. Before he began to deliver speeches or appear in public, Powell spent long months studying, asking Fed economists for briefings, and researching the issues of the day so thoroughly that he built a reputation among the staff for intellectual modesty and extreme meticulousness. Powell might not have been a trained PhD economist, but he was bent on becoming an economic expert.

			The job was an interesting one, and over the years Powell earned the esteem of Janet Yellen, then the chair, and his other colleagues for his willingness to take on assignments that ranged from large and consequential to small and mundane. He weighed in thoughtfully on policy decisions. He helped to monitor reserve bank affairs. He pitched in on minor building and budget issues at the Fed’s Washington headquarters. Powell found life as a Fed governor frantically busy, but he was the type of person who thrived on activity. He still managed to spend time with his wife and teenage children at their home in Chevy Chase, Maryland, where he and his family were active community members,[*2] and to ride his beloved road bike to and from work and around the paved paths that crisscross the Washington metro area. He also golfed and read for fun (spy novels by John le Carré were a favorite).[12]

			Then Donald Trump surprised much of the nation in late 2016 by winning the election to be its forty-fifth president. As the Fed Board’s sole Republican, Powell—though he didn’t know it at that point—had been abruptly catapulted into the role of heir apparent to the most powerful job in the economic world.

			

			—

			Janet Yellen was in charge at the Fed when Trump took office, having become the first woman to lead the institution in its century-long history in 2014. Yellen was a storied labor economist who came across as professorial and polite. But beneath her friendly Brooklyn accent and dimpled smile she possessed a quiet force. Yellen had inherited rock-bottom interest rates meant to spur growth by encouraging spending. She spent her early tenure working to keep them low, leaning against a faction of the policy-setting Federal Open Market Committee that wanted to raise rates to cool the economy. Five years after the recession that spanned 2007 to 2009 had ended, the labor market was still clawing its way back from a deep abyss and inflation remained short of the Fed’s goal for slow but steady price increases. Despite that, some policy makers surveyed the landscape and saw signs that the economic rebound might overheat. Once inflation took off, their logic went, it could become hard to control.

			“The Committee can no longer justify its continued zero-rate policy,” Jim Bullard, president of the St. Louis Fed, said at the central bank’s December 2014 meeting, at a time when unemployment stood at 5.6 percent, well above the 4.4 percent level it had dipped to during the prior economic expansion.[13] “These data are far too hot to rationalize what was really an unprecedented emergency policy in reaction to a very severe crisis.”[14]

			Yellen was conscious of the serious human consequences of weakening the job market rebound prematurely by acting to slow the economy. Job applicants would compete for fewer open positions and might fail to find work, permanently weakening their résumés, making it harder for them to land positions down the road, and leaving their families with lower incomes and more limited resources. She agreed that the Fed ought to lift interest rates before inflation picked up toward the central bank’s target. “I think we have to base our decisions on where we think inflation and real activity are heading and not where they are,” she told her colleagues not long after Bullard voiced his desire to get moving. Still, she first wanted to see signs that labor market conditions were genuinely heating up.

			“There is more scope for improvement in the labor market before inflation pressures emerge,” she said at the Fed’s September 2015 gathering.[15] Once the Yellen Fed did lift the federal funds rate in December 2015, it followed a glacially slow path relative to history, moving rates once in 2016 and three times in 2017.

			Yellen was far from the fieriest advocate for patience on the Fed’s policy-setting committee. As chair, though, she was both the most powerful voice and the most accountable for the ultimate decision. Her gradualist approach earned her frequent criticism from conservatives on Capitol Hill, who favored higher rates. Yet time proved her patience right. The economy continued to grow, unemployment dropped to unanticipated lows, and inflation was nowhere to be found. For all the real-time warnings that the Fed was moving too slowly and too late, postmortems would eventually criticize the 2015 Fed for raising rates too early. Yellen and her colleagues had been so focused on preventing inflation from heating up that they had started to weigh down the job market to hold price pressures back sooner than was necessary, economists would argue in the years that followed.

			That was a fairly minor quibble. The economy was chugging along at a respectable pace and Yellen’s track record was widely regarded as positive by late 2017, as the end of her first term approached. Despite that, Trump decided to replace her, bucking a long-standing practice in which willing Fed chairs were reappointed even by presidents of the opposite party in a show of respect for the central bank’s independence from partisan politics. When Trump had met Yellen for a job interview, a short woman with an elvish face and a white bob haircut sat across the desk from him. She did not, The Washington Post would later report, look the way the president thought a Fed chair should. Powell, a man with flawless gray suits and an extra eight or nine inches, evidently fit the mold better.

			Whether Yellen’s appearance really weighed heavily on the president’s mind is hard to know. It is more clearly the case that Trump liked Yellen but felt from the outset that it would be better to have his own person in the job. At the same time, Trump liked low interest rates: He was a property developer, after all, and real estate was one of the biggest beneficiaries of cheap money. It was hard to find someone with conservative credentials who could match Yellen’s stance on monetary policy. Powell more or less fit that bill. While he was not an unwavering fan of extensive help for the economy—during his early years as a Fed governor, he had internally questioned the Fed’s policy of buying huge quantities of bonds out of concern that it might fuel financial instability—he was mostly aligned with the chair by 2017. In him, Trump and his team saw a way to retain Yellen’s basic approach to policy without keeping Yellen.

			Plus, Treasury Secretary Steven Mnuchin had interviewed all the candidates for the job, and while there were other Republican contenders, he liked Powell. Mnuchin had been collaborating with the Fed governor closely and found him to be genial and easy to work with. It was a common perception. Powell was a social chameleon who possessed a disarming ability to make whomever he was speaking with feel that he both liked them personally and empathized with their point of view. He never interrupted when others were speaking, he responded to disingenuous or poorly worded questions with courtesy, and he memorized small details about people that he would later unearth at opportune moments in conversation. Powell often let meetings run long, as though his interlocutor were the most important person he would speak with that day. The New York Times would eventually run a guest column, written by one of his former Fed economists, titling him “Washington’s best-liked man.”

			Mnuchin’s recommendation, Powell’s business background and charisma, and the president’s desire to leave his mark on the Fed carried the day. On Halloween 2017, as Washington prepared for trick-or-treat night, the president called Powell to inform him that he would get the job.[16] Powell was sworn into his new position at the very top of the American economy in February 2018.

			

			—

			Nearly two years later, the role had taken him to the school gym in postindustrial Connecticut just before Thanksgiving.

			Powell had launched a two-pronged initiative as chair. Part one was a review of the Fed’s whole approach to setting monetary policy. He was a big-picture guy, and the picture he inherited when he took charge of the Fed worried him and economists whom he respected. Growth had slowed compared to decades past, partly because the population was aging. As that happened, demand for money had declined. Less demand for cash meant that interest rates—which, at their most basic, are how much people will pay to use money today versus tomorrow—had also naturally declined. As a result, the rate setting at which Fed policy would begin to seriously weigh on the economy had dropped steadily lower. The change was sapping the central bank of its power to offset recessions and steady the business cycle by cutting borrowing costs. During the 2007–2009 recession, Ben Bernanke’s Fed had slashed interest rates all the way to zero, then had bought unprecedented sums of government bonds to try to provide more help to the economy by lowering longer-term interest rates and by pushing money out of safe bonds and into riskier and more active uses. As of 2018, the jury was still out on how effective those so-called quantitative easing (or QE) programs had been. Economic progress had mostly been plodding, with surprising consequences.

			Fed policy makers had spent the 1970s and 1980s trying to wrestle inflation lower, but as growth came up short, prices had begun to climb extremely slowly, languishing below the Fed’s target for 2 percent annual gains. Tepid price increases may sound like a good thing, but with inflation low, rates could climb even less before they began to weigh on growth.[*3] That further diminished how much room policy makers had to jump-start the economy in tough times. Weak inflation also increased the risk that prices would decline in a bad downturn, touching off what could be a destabilizing bout of deflation.[*4] Plus, if businesses could not lift prices, they might also struggle to lift wages, sapping a once-dynamic labor market of its vim. A little bit of inflation could be like grease on the gears of the economy. Too little was like rust.

			Powell thought it would be prudent to figure out how policy should work in the new low-growth, low-rate, low-inflation era. It seemed likely that policy tools like bond buying would be needed again, and the new chair thought that those programs should be vetted and discussed ahead of time. It also made sense to revisit whether officials were thinking about “full employment” correctly in a changing world. Other economies, including Canada, had held formal reviews for their policy-setting frameworks. It struck Powell as the right moment to follow suit.

			Alongside the framework review, the Fed was holding a series of community outreach events. The logic was simple. Reworking the Fed’s economic approach with input from the public would look a lot better than handing down a dictatorial new plan from on high, having consulted only bankers and economic policy insiders. The East Hartford gathering was the latest in the series, which the central bank had dubbed Fed Listens, lest the world miss the point.

			Top Fed officials were trekking to charter schools near Philadelphia, food banks in Dallas, and panels in Chicago to hear from “ordinary” people: workers without much formal education beyond their high school diplomas, senior citizens, minority groups, and community development organizations. Fed officials, in turn, tried to explain in basic terms what they were up to and how their policies were playing out in the real world. The point was to make it clear to lawmakers, to the press, and ultimately to the American public that the modern Fed was not the central bank of decades past.

			That old Fed had been obscure. Alan Greenspan, the chairman who presided over the prosperous 1990s and early 2000s, had once declared that his role had made him an expert at “mumbling with great incoherence.” Monetary policy’s inscrutability had been a sort of merit badge. America was happy with the economy in those days, and content to leave the Fed to tend to Wall Street. Greenspan, a fixture in Washington high society who dated and eventually married a television journalist and who had, in his youth, palled around with the libertarian icon Ayn Rand, was received as a sort of monetary oracle. Investigative journalist Bob Woodward dubbed him the “maestro.” One of his myriad biographies was titled The Man Who Knew.[*5]

			Greenspan’s cult of personality owed in part to the era he oversaw. He had been dealt a winning economic hand by history, presiding at a time of globalization hypercharged by a relatively young working-age population and big advances in computer technology, one in which laissez-faire economics and animal spirits were celebrated as engines of prosperity. Thirty years later, Powell had taken the other side of that shuffle. He had inherited an American economy facing graying demographics and a global backdrop made more tenuous by a destabilizing surge in nationalism, rampant inequality, and obvious financial vulnerabilities. Instead of celebrating the triumphs of modern capitalism, Americans were questioning its foundations, from free trade to the unfettered pursuit of profits.

			Powell could have tried to become a modern Greenspan, attending D.C. society events and operating from behind a curtain. He might even have succeeded, because he certainly had the credentials. He was the richest Fed chairman in more than half a century, with a fortune of as much as $55 million at the time of his nomination (it’s hard to nail down with precision, since government financial disclosures use ranges). He had spent his adult life around a crowd that made that level of wealth feel quotidian. Warren Buffett remained a friendly contact. He had won bipartisan admiration in a hyperpartisan era. Inside-D.C. types still casually recounted conversations with “Jay” or “Janet,” referring to Powell and Yellen, just as they had once name-dropped “Alan.” The role of Fed chair had lost some of its mystery but none of its cachet.

			But Greenspan’s high-flying approach to the job wasn’t Powell’s personal style. He had once told a business school student that his career advice was to work hard and keep his head down, because competent people self-sabotaged all the time.[*6] He was studiously low-key. Nor was aloofness right for the historical moment. The elite university graduates and unelected officials who strolled the Fed’s marble halls were destined to attract skepticism as the nation experienced a populist resurgence that spanned both parties, one that had first landed a new brand of outspoken Tea Party Republicans in Congress, which later put Trump in the White House, and which would eventually help to empower a spate of young and progressive Democrats in Congress. America’s central bank was not positioned to win any popularity contests as citizens questioned the value of institutions and fretted that the economic deck was stacked against the poor and working class.

			The 2008 financial crisis had intensified that reality. It had generated shock waves that ricocheted through society for years, influencing both the way that people saw the Fed and the way that the Fed saw its role so profoundly that the effect was hard to exaggerate.

			That was partly because of how the crisis had played out. Commercial and investment banks had spent the early 2000s making risky bets in the housing market and in housing-related securities, lending to subprime borrowers and rolling those bad loans into complicated and rickety financial securities that were sliced, diced, and shuffled around the banking and insurance system. The Fed had relatively few tools to neatly address the growing vulnerabilities, some of which fell under the purview of other regulators, and it had been slow to use those it did have. It did not want to choke off business needlessly and it did not recognize the extent of the problem until too late.

			It had been quick, however, to save the system as the mortgage debt piles began to crumble, working with the elected government to roll out rescue programs for the bank Bear Stearns and the insurer American International Group. Under Ben Bernanke’s leadership, the Fed had dusted off its emergency lending powers to backstop an array of markets, and it enacted three massive bond-buying programs between 2008 and 2014. The policies propped up asset prices and kept the wheels of credit creation turning in an attempt first to soothe markets and later to prevent economic stagnation.

			Many researchers credited the Fed’s robust response for staving off a far worse disaster and preventing a rerun of the 1930s Great Depression. But the interventions had also saved irresponsible bankers. Before long, the Fed’s policies had helped to send stock prices soaring, even as unemployment remained high and homeowners continued to face life-upending foreclosures. As the deep downturn gave way to a halting recovery, people blamed the central bank for distorting markets and worsening inequality. The libertarian lawmaker Ron Paul had in 2009 published a book titled End the Fed, the Occupy Wall Street protest movement that started in New York City in 2011 had explicitly criticized the central bank, and Texas governor Rick Perry had in 2012 suggested that the Fed’s policies were “treasonous.” Gallup survey data showed that public opinions of the Fed plummeted throughout the 2000s and only slowly began to haltingly recover years after the recession.[17]

			The consequences of the Great Recession were real and painful. Opioid addiction tore through America, a public health tragedy that would come to be seen as partly economic, as a lack of opportunity bred hopelessness. Economists documented a surge in “deaths of despair,” as people overdosed, died by suicide, or drank themselves to death.[*7] Once-vibrant manufacturing hubs that had fallen on hard times before the downturn had decayed almost into ghost towns in its wake. A sense that something had been lost had taken hold across big parts of the country.

			Powell had witnessed cynicism festering throughout the decade that followed the downturn. It was easy to understand why much of the country was skeptical about the economic order and the Fed’s place in it. Powell expected people to question the Fed’s policies as the nation’s growth continued at a historically weak rate, and he and his colleagues had decided to answer that public concern with transparency.

			Powell found himself in a strange position. Here was a man who had been privileged from birth, who had cut his teeth in corporate law and high finance, and who had amassed and enjoyed fabulous wealth. Yet he was positioning himself as a sort of champion of the proletariat at the Fed because it was what the moment called for. Powell was unfailingly practical.

			Fortunately, the one gift history had bestowed upon the chair gave him a chance to offer the public a glimmer of hope. The postcrisis rebound had been sluggish, but that gradual healing included a long stretch of steady job gains, ones that proceeded month after month and pulled would-be workers back into paid employment. The unemployment rate had dropped to a half-century low in 2019 without stoking unsustainable wage growth or higher prices, to economists’ widespread surprise. The improvement came at least partly because of the Yellen Fed’s patient approach, which Powell had basically continued.[*8]

			The era of low inflation had enabled the Fed’s gradualism. A set of goods and services that had cost $20 in 1970 had more than doubled in price to $41 by 1980, requiring an aggressive Fed response, but inflation had slowed so much by the twenty-first century that a $20 bundle of goods in 2010 cost just $24 by 2020.[18] Consumers and businesses alike had come to expect a steady creep upward in prices, not the kind of rocketing changes that would influence their decisions about what to buy and when. Perhaps partly because families and businesses had adjusted their behavior, accepting slower wage increases and raising prices less vigorously, low unemployment no longer came alongside high inflation the way it had in the 1970s. Pursuing very low joblessness did not obviously come at a risk of sending prices sharply up.

			Where the Fed of decades past had focused on the unpopular task of controlling inflation, the Powell Fed could declare loudly and often that its policies were helping the little guy by driving the jobless rates lower without worrying too much that $1 today would buy far less a year from now. That was a pleasant message for Powell to spread during his many meetings on Capitol Hill and at central bank outreach events.

			Evangelizing the good labor market news was part of the goal in East Hartford, where Powell had been shuttled onto a packed tour bus alongside community group members, Boston Fed staffers, and reporters. The excursion took him to see cracked parking lots outside abandoned movie theaters and whisked him past the shell of an abandoned Pizza Hut. Signs of decay waited around every bend. Still, so did signs that employers had begun stretching into the forgotten community to find productive workers. Cars crowded the local food market lot, and some of them were new. In the elementary school gym, after the tour, the chairman had met an eighteen-year-old named Jasmine Ayala who had recently landed a $29-per-hour manufacturing job.[*9] The driven young woman, who was putting herself through college by working late shifts, had convinced her managers at Pratt & Whitney to let her miss work that day for a chance to meet the Fed chair.

			“Keep going to school,” he had instructed her jovially during their brief conversation, sounding like the dad of three that he is.

			He had also chatted with young students, leaning toward them as photographers snapped their pictures. The stories, and the images, would run in publications around the country and online. If Greenspan had mumbled strategically, Powell mingled strategically.

			“There is still plenty of room for building on these gains,” Powell would declare that same night in a dimly lit hotel conference hall in nearby Providence, Rhode Island, as an assembly of business leaders gathered before him, sipping after-dinner coffee as he spoke.

			The optimistic speech had earned him a standing ovation, not a frequent occurrence after orations about monetary policy. The cheerful message had been just interesting enough, coming from the leader of the American economy, that it would be repeated in newspaper headlines across the country the following day.

			Powell could not know on that brisk November evening that within months, the job gains of the last decade would be nothing but a memory. The businesspeople before him, contentedly nibbling their desserts, would find themselves fighting to keep their companies alive. Within two years, the era of quiescent inflation would stage a sudden reversal. And as the world changed abruptly, the very idea that the Fed, a collection of economists with finance-specific tools, could listen to and serve a constituency beyond Midtown Manhattan and Wall Street would face trial by virus.

		

		
			Skip Notes

			
				*1 For those following the arithmetic here, that made for nineteen central banking officials in total (twelve presidents and seven governors), but only twelve with a vote at any given time (five presidents and all seven governors).

			

			
				*2 So active, in fact, that Elissa Powell’s involvement in community governance afforded the financial press a moment of hilarity in 2019. News surfaced that a noisy dog park was dividing the elite Chevy Chase Village, and Elissa, chair of the local board, had to mediate the often overtly snobby fight between people who wanted a spot for their pups to play and those who wanted quiet restored. “At the center of it all is Elissa Leonard, chair of the village board and wife to Jerome H. Powell, who is also a chair,” The Washington Post’s Jessica Contrera wrote.

			

			
				*3 The federal funds rate is what economists call a “nominal” rate, meaning it includes whatever price level change is happening in the economy. If prices were climbing by 2 percent, theoretically that meant that the Fed had an extra 2 percent of room to raise rates before it started to constrain the economy.

			

			
				*4 The logic here is that declining prices might prompt people to hold off on purchases as they waited for things they wanted to buy—cars, televisions, you name it—to become cheaper. Without consumer spending, which makes up 70 percent of the economy, growth would likely struggle to recover, miring America in a downward spiral.

			

			
				*5 Greenspan had inherited a secretive Fed from Paul Volcker, and he embraced obscurity during his early time as Fed chair, but the central bank did become more transparent later on in his tenure. We will get into the whole story later.

			

			
				*6 Nick Timiraos reported this anecdote in The Wall Street Journal in 2017. The student was Sean Gillespie, who went on to work in software.

			

			
				*7 This research was primarily carried out by Anne Case and Angus Deaton, who eventually turned it into a book titled Deaths of Despair and the Future of Capitalism.

			

			
				*8 With some caveats. We’ll discuss this at greater length in Chapter 6.

			

			
				*9 Chris Rugaber, a journalist at the Associated Press, first reported on Ayala’s attendance at the event.

			

		

	
		
		
			Chapter 2

			THE MONTH MARKETS MELTED

			
				Economics is a highly sophisticated field of thought that is superb at explaining to policy makers precisely why the choices they made in the past were wrong. About the future, not so much.

				—Ben Bernanke, then Fed chair, 2013 Princeton University commencement speech

			

			The global financial order nearly crumbled in mid-March 2020. The disaster revealed itself quietly, when a financial analyst at TD Securities in Midtown Manhattan stepped into a meeting with a worried trader, one of the people in charge of buying and selling bonds for the bank. It had already been a disorienting month for the poor analyst. He had been out of the office the prior week with a terrible flu, one that he had picked up while in the Atlanta airport. Still congested and bleary-eyed, he had returned to work to find himself a pariah. A novel coronavirus that seemed to have originated in China had begun to tear through New York City, and while most offices remained open, people were on edge. One of his older colleagues made a point of rapidly backing away anytime the analyst entered a room.

			Adding to the strangeness, his desk had been moved away from his boss’s and placed onto a half-empty trading floor in a different part of the office building. There, he worked alongside twenty colleagues from different teams. He thought of it as the “Noah’s Ark” approach to virus defense: If some people in the office fell ill with the mysterious sickness, there was no way that an entire team would be put out of commission. Still, sitting far from his team was a major inconvenience at a time of plummeting stock prices and wild gyrations in bond markets, where both governments and corporations go to raise money.

			The meeting with the trader took the analyst’s slow-building sense of foreboding and gave it a focal point. The guy wasn’t freaking out, exactly. People like him moved tens of millions of dollars in milliseconds and were generally unflappable. But something weird was happening in the government debt market, he explained. It had become hard to sell some old Treasury bonds, not the ones most recently issued by the government, but securities that still had months or years left before they would expire and pay out invested cash to bondholders.

			Bond traders monitored a stream of security sale data on their computers throughout the day, so they knew what was available and at what price it was selling. As a rule, only huge transactions could “move the market,” because so many people are buying and selling United States Treasury bonds at any given moment that any new deals were just a drop in the ocean. The Treasury market, as people liked to say, was the deepest and most liquid in the world. But it was as if the ability to trade on a dime without sending out ripples, that famed liquidity, had evaporated overnight. Suddenly, the trader reported, even the tiniest deals were causing prices to bounce. It was clear that hardly anybody else was buying or selling. And the reason that the market had dried up was becoming obvious. Sellers who wanted to off-load the securities were asking far more for them than what would-be buyers were willing to pay. Offers to buy, called bids in bond parlance, were nonsensically low.

			What the trader was really saying hit the analyst like a bucket of ice water. Nobody wanted to purchase U.S. Treasuries.

			It is hard to describe how insane that was. The market for U.S. debt had, up until that moment, been regarded as risk-free, meaning that holding a Treasury security was basically as safe as holding cash. It paid out interest because you were tying up your money for a given amount of time, not because there was a chance that you might never see it again. If ever you needed to sell a Treasury, a buyer would stand ready to take it off your hands at a predictable price.

			If it was becoming hard to offload Treasuries when you needed to do so, that safety was no longer certain. Worry and confusion reigned on Wall Street that week as other bond-watchers came to the same conclusion. The Treasury market was breaking down as investors panicked about the new coronavirus and scrambled for cash, as foreign holders ditched the bonds, and as popular debt trades turned unprofitable, causing hedge funds and other investors who had been holding Treasuries to try to dump them.

			If Treasury debt would not trade, the strategist wondered, what would?

			The answer, it turned out, was hardly anything. The Treasury breakdown was both a symptom of and fuel to a larger drama playing out across markets. Investors seemed to be attempting to sell off entire portfolios, and they were struggling to do so. Commercial paper, the short-term debt companies use to fund themselves, was hard to renew. Investment-grade company bonds were difficult to trade, junk bonds all but impossible. Money market mutual funds, where companies and investors park their cash to make tiny returns, were seeing massive outflows. Financial publications reported that several hedge funds, including Capula and Bridgewater,[1] were sustaining heavy losses. Word had reached some employees at the New York Fed that several funds might be on the brink of collapse. Another rumor was swirling that major investment vehicles were about to try to liquidate large portfolios of mortgage-tied debt. If they did, that would flood the market with securities it could not handle. The fabric of modern capitalism was coming apart at the seams. The fallout, if it continued and deepened, might make the financial crisis in 2008, which had thrown millions out of work and plunged the world into years of upheaval, look like a mere prelude.

			Carnage in markets may seem a step removed from the real economy, but this was 2020. Wall Street was intertwined with everyday life. Already, the pain in stock markets had wiped out huge portions of American households’ savings: Net worth would ultimately sink by 5.5 percent in the first three months of 2020, falling across wealth and income groups.[2] If something went drastically wrong in the Treasury market, the broader system of debt that stood behind mortgages, car loans, and corporate payrolls could quickly unravel. The problems would not stop there. Investors around the globe might question the sanctity of America’s IOUs. And while they would probably conclude that the debt was safe, because the U.S. government can raise taxes to pay back its obligations, the simple reality that a bout of stress could halt trading in Treasury markets would doubtless make owning those bonds less attractive. Debt might end up becoming more expensive without that truly risk-free backbone, and the market less efficient at getting money to people who wanted to use it. The safety and liquidity of the Treasury market had enabled an era of global financialization; its breakdown could upend it.

			The Federal Reserve averted such a world-changing crisis.

			

			—

			The central bank was already stepping up by the time the TD analyst took his meeting. Lorie Logan, a Federal Reserve Bank of New York official, had spent the tumultuous early weeks of March gathering information from contacts on trading floors alongside her team. Logan had worked at the New York Fed since 1999[3] and had been a key official by the 2008 global financial crisis, coming back from maternity leave to help design and execute the Fed’s sweeping rescue as banks and financial institutions teetered on the brink of collapse. By 2020, she led the Federal Reserve System’s entire trading account, which it used to buy and sell debt, transactions that were key to monetary policy and sometimes to fostering smooth market functioning.[*1] It was a relatively new job for her, and one that made her the central bank’s closest direct conduit to markets. She was the official whom insiders sometimes called “the chief technician of monetary policy.”[4]

			Logan was fitting into the job well. She did not cut an imposing figure: Her voice was youthful, her manner of talking friendly and direct, and she favored simple, dark outfits. She lacked an economics or finance doctorate at an institution where academics dominated, having studied political science at Davidson College and public administration at Columbia. Yet her understated demeanor concealed a sharp intellect, and her lack of ego allowed her to carry out her job with a level head. That was important. When things went wrong in markets and the economy, the Fed was the government’s first line of defense. The first line of defense within the Fed was New York’s markets desk and the portfolio Logan managed. Paul Volcker, the former Fed chair, referred to it as “the holy of holies” in his autobiography.[5]

			As the pandemic shut down entire cities and sent markets into a tailspin, Logan’s team in New York had tried out nearly every policy it could enact on its own authority and in consultation with the Board in Washington. It had offered massive infusions of overnight and short-term funding to the firms at the center of the financial system. At Powell’s instruction, it had accelerated planned bond purchases. Nothing seemed to do enough. Spooked investors wanted cold, hard cash, and they were dumping assets too fast for the system to handle. The banks and broker-dealers that serve as go-betweens to the entire market were choked with a massive inventory of securities and deposits, and banking regulations enacted over the prior decade to protect against crisis seemed to have limited how much they were willing to hold.[6] The Fed’s bond purchases were too small to absorb the avalanche of assets suddenly for sale.

			There was an obvious solution. The Fed needed to become a backup buyer at a massive scale.

			Stock indexes had closed in disarray on Friday, March 13. By then, Fed officials had made what would come to seem like an obvious call. They would meet over the weekend. That way, they could act to stem the crisis before Asian markets opened on Monday, which would be Sunday evening in Washington. It was a familiar playbook from the 2008 meltdown, when the Fed had regularly met before stocks began trading on Monday morning in Asia to make momentous decisions. (Ben Bernanke, chairman of the Fed during the crisis, had famously joked that he would title his memoir Before Asia Opens.) The whole situation carried a sense of sick déjà vu. The global financial crisis that swept the world starting in 2007 was supposed to be a once-in-a-century disaster, but conditions in key markets were at least as bad as they had been at its depths. And this time, they had deteriorated over days and hours rather than months and years.

			Logan gave the first meaningful speech at the meeting, which started at 10:00 a.m. and was held remotely, on account of its suddenness and in recognition of the new threat posed by the virus. Her colleagues were arrayed before her on a screen as she began to speak. Three of the Fed’s five Washington-based governors and top central bank staff had gathered in the boardroom at the central bank’s headquarters on Constitution Avenue, leaving spaces in between them at the mahogany table in the spirit of maintaining proper social distance—still a new concept. Each of their twelve regional colleagues dialed in via teleconference, as did the Fed’s vice-chair for bank supervision, Randal Quarles, who was at his family’s home in Utah and joined from a regional Fed outpost.

			Logan and her fellow New York Fed officials were huddled in their fortresslike offices on Manhattan’s Maiden Lane, along with Vice-chair Richard Clarida, who had come in from his home in Connecticut that morning. The palazzo-style building was decked in wrought iron décor that conjured an almost medieval atmosphere on the sunniest of days. Given the backdrop, it was unapologetically dire.

			On the webcast, Logan found herself pronouncing phrases that would have been
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