TMOSPHERICS

09028

Bottom Line Up Front:

« Economic policies, from the New Deal to recent tariff decisions, have shaped both U.S.
economic trajectories and global trade dynamics. These decisions, whether aimed at domestic
challenges or global interactions, often produce ripple effects impacting global economies, trade
relations, and financial systems.

« Arguably one of the most significant economic policies of ‘recent’ history was the Bretton Woods
system established in 1944, which profoundly influenced the post-WWII international monetary
order and cemented the U.S. dollar's role as the primary global reserve currency, shaping global
trade and economic cooperation for decades.

« While these long-established economic policies have been impactful, they are facing scrutiny in
light of structural shifts in global economies, rising geopolitical tensions, and interconnected
global challenges. This evolving landscape suggests a pressing need for more adaptive and
collaborative policy frameworks.

« Making things even more challenging, the COVID pandemic has disrupted traditional economic
data and trends, making it challenging for policymakers to rely on historical patterns for future
decisions. This introduces uncertainties in policy formulation, as the balance between recent

anomalies and established trends becomes harder to gauge.
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A view of the information space related to the topic of the week, based on headline frequency.

Economic policies defined: Economic policies are strategies adopted by governments to guide
and manage their country's economic activities and overall welfare. These can be grouped into
fiscal policies, which deal with government revenue and expenditure; monetary policy, focused
on interest rates and money supply; trade policy, pertaining to international trade relations; and
regulatory and sectoral policies, which set rules for business practices and target specific
industries, respectively. Central objectives include promoting growth, controlling inflation,
reducing unemployment, and ensuring stability. The effectiveness of these policies varies
based on the economic context, policy goals, and external factors.

Why this topic is important right now: The world in which many of today’s economic policies
were created has changed faster than the policies themselves can keep up with. And it's not
only the rate of change which is proving problematic for policymakers, but also the evolving
interconnected nature of global economies. The result has been an increased level of
uncertainty among traditional economic relationships, and a dwindling ‘playbook’ with regards
to understanding and adapting to a changing global/economic landscape. It's beyond the
scope of this week’s topic to explore all the potential implications this holds, but a couple
examples would be geopolitical tensions/tendencies for reshoring, and persistently higher
prices having an impact on the Fed’s R-star (i.e., goal of keeping inflation at 2%).

A few things to consider: What are the implications of public debts becoming politically and
financially unfeasible to reduce; would a more “disaggregated” approach to policy be more
adaptive; what is the government’s (not just the U.S.) capacity to inject fiscal support in the
face of future global events given the interconnectedness we mentioned earlier only increases
the likelihood of shocks being systemic and not isolated?



"Just as Bretton Woods reshaped
post-WWII monetary order, technology
is the next frontier in economic policy,

shaping global trade and fiscal
stability for the coming era. It's not
just an industry, but a lens for
reevaluating everything from fiscal
capacity to employment and inflation
targets. Its governance is both a
promise and a pitfall, making it
indispensable for our evolving
economic landscape."

- ChatGPT 2023
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In an era of accelerated change, the symbiotic relationship between technology and economic policy
cannot be overstated. As the Bretton Woods system defined international monetary policy in the 20th
century, technology is poised to set the standards for global economic governance in the 21st. The
complexity of this interplay extends beyond fiscal policies and seeps into aspects like monetary
policy, labor unions, and international trade agreements, all of which have become integral to
technological investment and innovation. Yet, this blending isn't a one-way street; technological
advancements reciprocally shape economic directives, influencing everything from fiscal capacity to
employment targets.

Shifting from the simple binary of inflation targeting or interest rate adjustments, regulators face
novel challenges. Concepts like "regulatory sandboxes" now offer controlled environments for
innovation, albeit demanding rigorous cost-benefit analysis. This complex landscape is also laden
with populist policies that are often short-sighted, requiring policymakers to balance social equality
with technological innovation. Just as technology needs the stability and scalability that sound
economic policies can offer, economic plans must also adapt to incorporate the fast-paced,
transformative nature of technology.

The balance is delicate and the stakes are high. Policymakers must steer clear of the pitfalls of
partisan gridlock, striving for policy that is adaptive, forward-thinking, and comprehensive. This
demands more than just interdepartmental cooperation; it necessitates a new paradigm that puts
technological considerations at the core of economic policy. Future governance must transcend
conventional limits, focusing on nuanced, data-driven strategies. These policies should be built on
empirical evidence, avoiding ideological rigidity, and always aware of their potential social impacts.
By adhering to these principles, we create a framework for a future where technology and economic
policy are seamlessly and productively interwoven.
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Generational differences exist when it comes to economic policies. Each generation is defined by
unigue experiences, values and perspectives which inform their views on these matters. Here are
our sentiment observations segmented by generations:

Baby Boomers (born roughly 1946-1964): Born during a period of economic expansion and
experiencing various cycles, Baby Boomers have taken to prioritizing economic stability,
retirement planning and traditional career paths as priorities in life. Some also value fiscal
responsibility by working towards reducing government deficits.

Generation X (born between 1965-1980): Born during an economic and globalization transition
period, Gen Xers have come of age during a time of self-reliance, adaptability and work-life
balance. Gen Xers prioritize self-reliance over adaptability when managing both their parents'
health care and family affairs at once. Gen Xers face concerns over job security while managing
both their own aging parents' care as well as caring for aging relatives themselves.

Millennials (born roughly 1981-1996): Millennials have faced unique economic obstacles,
including student loan debt, the 2008 financial crisis, and changing job markets. They place
importance on education, seek flexible jobs that align with their values, and prioritize work that
promotes these ideals. Furthermore, this group supports social safety nets and government
interventions designed to address economic inequity more readily than previous generations.

Generation Z (born approximately 1997-2012): Generation Z is entering the workforce and
shaping its economic views, and is characterised by digital natives who value technology, social
activism and diversity. Gen Zers may emphasize sustainable practices while being sensitive to
climate change issues and economic injustice in economic policies.
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