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US Fed’s QE Policy Is Distorting The US Economy

The US Federal Reserve’s quantitative easing (QE) program is damaging for the economy, says Campbell Harvey, an international business professor

at Duke University’s business school.

“I don’t agree that there should be a QE whatsoever,” Mr. Harvey said in a interview Thursday. ”It is massively distorting for the US and the world economy

to have real interest rates that are negative.”

The low rates created by QE have pushed the USD down, distorting trade flows and misallocating resources, Mr. Harvey says. “We’ve seen a surge in

US exports,” he says. “The reason for the surge is that the USD is artificially cheap.”
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That works out fine in the short term, Mr Harvey says. But, “in the long term, we will pay the price, because we’re seeing right now growth rates in

emerging markets slowing down,” he said. “That will come back and bite the US.”

The Fed doesn’t need to have a $4-T balance sheet, Mr. Harvey says. “That is going to create problems in the future. So taper, actually, for me, I would

prefer that they just end it and start to get their balance sheet in order. If we leave it, the longer it goes, the worse it’s going to get.”

Much attention is focused on the size of Fed tapering. But, “what we should be focusing on” given the explosion of the Fed’s balance sheet and the

continuation of negative real interest rates is “what about the cost?” Mr. Harvey said. “The cost is going to come, and it’s just a matter of time that we have

to pay.”

When banks start to repatriate the more than $2-T that they have sitting at the Fed, that will likely  lead to a burst of inflation, Mr. Harvey said. “That is the

main challenge.”

New Fed Chairman Janet Yellen has extremely little room to maneuver policy, Mr. Harvey says.

“Given that we’ve had a long tenure of Bernanke, her calculus right now is to continue on the path that is set out, have a minimal amount of surprise and

hope that the US  economy continues to grow at 3 or 3% +,” he said.

Growth is the only escape from such a huge balance sheet, Mr. Harvey says. “So if there’s enough growth, that balance sheet can be gradually reduced

without having an inflationary impact,” he said.

“If that growth slows and that money is repatriated, it is like a helicopter drop of cash on the economy, and there could be explosive inflation.”

Stay tuned…
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US Fed Balance Sheet Tops $4-T The Federal Reserve’s reported balance sheet for the week ending 25 December,2013, was at
$4.071-T, and the balance on 25 December was $4.074-T. So, ...
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Jim Rogers: The Fed's Days Are Numbered "Fed's fiscal balance sheet is gargage." Guru investor Jim Rogers says the outgoing US
Federal Reserve Chairman Ben Bernanke has set the stage ...

READ MORE » (HTTP://WWW.LIVETRADINGNEWS.COM/JIM-ROGERS-THE-FEDS-DAYS-ARE-NUMBERED-25393.HTM)

US Senate Confirms Janet Yellen As US Fed Chairman (http://www.livetradingnews.com/us-senate-confirms-janet-yellen-as-us-
fed-chairman-25328.htm)

(http://www.livetradingnews.com/us-senate-confirms-janet-yellen-as-us-fed-chairman-25328.htm)

US Senate Confirms Janet Yellen As US Fed Chairman Monday afternoon, the U s Senate confirmed Janet Yellen, 67 anni, to lead the
Federal Reserve. Ms Yellen is an advocate ...
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Commentary: Gold, Risk In 2014 The biggest risk for Y 2014 could  be economic growth. Economic growth throws sand into the gears
of the  bond market, making it difficult for ...
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China Energy Crisis

Shayne Heffernan of

HEFFX.com takes a look at

the looming energy crisis

in China Country Analysis

Brief Overview China is the world's ...
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CBOE Futures: Buying Index Calls
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Graphics chips manufacturer NVIDIA Corporation

(NASDAQ:NVDA)posted its fourth quarter results for

2014 ...
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Arena Pharmaceuticals Inc

(NASDAQ:ARNA)’s anti obesity drug

called Belviq was reported to ...
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Tesla Motors Inc (NASDAQ:TSLA)’s Model S has

been reported to catch fire ...
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Bitcoin May Collapse After trading at a record price

over $1000 Bitcoin ...
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Ferrari Unvailed The New California As promised

Ferrari unveiled the latest version ...
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CBOE Short-Term Volatility Index opened for

trading for the first time yesterday. ...
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Thai Baht: Battle For Bangkok Begins Police loyal
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Information and opinions contained on this page are for educational purposes only and do not constitute trading recommendations. Trading OTC Forex

on margin carries a high level of risk, and may not be suitable for all investors. The high degree of leverage can work against you as well as for you.

Before deciding to invest in foreign exchange or futures you should carefully consider your investment objectives, level of experience, and risk appetite.

The possibility exists that you could sustain a loss of some or all of your initial investment and therefore you should not invest money that you cannot

afford to lose. You should be aware of all the risks associated with foreign exchange and futures trading, and seek advice from an independent financial

advisor if you have any doubts.
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