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Over the last three years, I have had the pleasure of hosting a weekly SiriusXM Wharton

Business Radio program, “Behind the Markets” (channel 111), every Friday at 1:00 p.m.

EST. 

Wharton Professor Jeremy Siegel, my co-host, and I discuss the market trends and economy

with strategists, economists and the investment community. Recently we spoke with

Philadelphia Federal Reserve president Pat Harker. You can listen to the full podcast he

re. 

Harker, a former dean of Wharton, brings a fresh perspective to the Philadelphia Federal

Reserve. He has a background in operations and information management. He is a self-

described “quant,” but his background is not in the traditional econ Ph.D. mold of monet

ary policy.  

Harker is a voting member of the Federal Open Market Committee (FOMC) this year. This

means he can dissent on policies if he finds the Federal Reserve (Fed) is not moving

fast enough—or if it starts moving too fast—so it was interesting to hear his views on

where the economy stands and how many interest rate hikes he sees coming. 

Three Hikes

Harker penciled in three hikes on his “dot plot” for 2017, subject to a lot of

uncertainty and revision. He had above-average estimates for growth in the economy: 2.3%

in 2017 and 2.1% in 2018 and 2019—a bit higher than the rest of his Fed committee but

not by a large amount. He also mentioned that these estimates do not factor in any

additional stimulus from the incoming administration. Harker sees unemployment

continuing to drift below the natural rate and thus more wage pressures. 

Wage Pressures Mounting

Harker provided an interesting anecdote on wage pressures that could cause the Fed to

tighten policy more aggressively. There was a hospital in his third district that last

year had given a nice wage hike to its nurses, but this year pushed through another 9%

wage hike to retain and please the staff. This is a sign of more tightness in the labor

market. Harker points out that these wage pressures are coming from a continued secular,

demographic-driven decline in the labor force participation rates. And he sees these

pressures in labor force declines continuing in other industries as well. 

On Student Debt: Too Many Attending College?

In addition to some general talk on Fed policy, inflation and growth, Harker has been

commenting on areas he feels have reached the limits of monetary policy in helping the

economy and that need other measures. 

One area he focused on is human capital growth—and the training and education we invest

into young people. As former dean of both Wharton and the University of Delaware, he

speaks with a unique voice here. 

It was thus very interesting to hear Harker say that he thought too many young people

are going to college. One practice he sees as a potential solution to all this student

debt: a model similar to Germany, where they use apprenticeship programs to give high

school graduates more on-the-job training and then have fewer people attending college. 

While Wharton would certainly not endorse this view, I often consider my education there

as being mini-trade school-esque. It prepared me well for a career in finance. Yet even
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if that was perhaps among the most practically minded programs, I still did not learn

anywhere near as much as when I started my hands-on work on real-world projects in my

job. Harker’s model has a deep intuitive appeal to me, and now at the Philadelphia Fed

he has a platform to influence policy in this direction. It will be interesting to watch

his efforts.

We greatly enjoyed the conversation and encourage you to subscribe to our podcast to

stay in touch with future shows. 

Listen to the Podcast: Interview with Philadelphia Fed President Pat Harker

The shows can be found as podcasts titled “Behind the Markets” on traditional podcast

applications.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Monetary policy   : Actions of a central bank or other regulatory committee that

determine the size and rate of growth of the money supply, which in turn affects

interest rates.

Federal Open Market Committee (FOMC) : The branch of the Federal Reserve Board that

determines the direction of monetary policy.

Federal Reserve   : The Federal Reserve System is the central banking system of the

United States.

Rate Hike   : refers to an increase in the policy rate set by a central bank. In the

U.S., this generally refers to the Federal Funds Target Rate.

Dot Plot   : a chart based on the economic projections of the Federal Reserve board

members that illustrates their views on the appropriate pace of policy firming and

provides a target range or target level for the federal funds rat.

Inflation : Characterized by rising price levels.
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