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FOR IMMEDIATE RELEASE 

 

NEW STUDY RECOMMENDS KEY STRUCTURAL REFORMS 
TO PRESERVE FED INDEPENDENCE 

 
 

“The Fed’s independence would be invulnerable if the Fed’s monetary-policy and 
economic-equality record were defensible.” 

 

 

WASHINGTON, D.C., October 6, 2025 – Karen Petrou, managing partner of Federal financial 

Analytics (FedFin) today issued a new policy brief showing why the Fed’s vaunted 2025 model 

redesign did little beyond giving the Fed still more discretion to do as it pleases regardless of its 

statutory mandate.  “Even if the Fed makes the right interest-rate decisions, the way it makes these 

calls is opaque and unaccountable to public scrutiny,” Petrou says.  “Effective monetary-policy 

depends on insulation from political self-interest, but it must also advance the public good or face 

severe consequences.”  

 

Remedies recommended in this paper include strict adherence to the Fed’s mandate as written in 

law (not as preferred by the Fed), new mandate-compliance measures detailed in the report, a sharp 

reduction in the Fed’s portfolio, a new Fed target rate, and public disclosure of the Fed’s best guess 

at the current neutral rate by which to judge just how accommodative or restrictive policy is likely to 

be via an objective criterion. 

 

http://www.fedfin.com/
https://fedfin.com/wp-content/uploads/2025/10/FedFin-Brief_Monetary-Policy-for-Modern-Times_The-Feds-Missed-Opportunity-and-What-to-Do-Instead.pdf


The FedFin report also recommends greater political scrutiny of Reserve Banks, the payment 

system, and bank supervision.  However, greater political control such as that already exerted by the 

White House on supervisory actions needs new, high firewalls to ensure that banks and/or their 

customers cannot be singled out for sanction to meet political objectives instead of to protect safety 

and soundness. 

 

“Secretary Bessent has made it more than clear that next year will be a reckoning for the U.S. central 

bank.  Reform is urgently needed, but it must come with controls preventing pernicious interference 

and unintended consequences,” Karen Petrou concludes. 
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