
President Trump to Reshape Central Bank on Heels 
Of Gov. Tarullo’s Resignation from Federal Reserve Board

Gov. Daniel Tarullo recently 
announced his resignation from 
the Board of Governors of the Federal 
Reserve, effective in early April. With 
two positions already vacant, President 
Trump now has the opportunity to 
fill three of the board’s seven seats, 
making his mark on the central bank. 
Additionally, the president will have the 
chance to shake up Fed leadership 
next year when Janet  Yellen’s tenure 
as chair expires in February 2018. The 
president can then either reappoint 
her or nominate a new head of the 
Federal Reserve.
 
The exiting governor championed 
banking reform and his resignation 
will likely lead to reduced financial 
regulation, something the new 
administration has aggressively 
sought. Though specifics remain 
unclear, Trump has already taken 
steps to review and scale back 
provisions advanced by the 2010 
Dodd-Frank banking reform bill. 
Outright repeal of the legislation 
appears improbable and deregulation 
will likely take the form of an 
unwinding of specific components 
and rules deemed burdensome. 
He will also have the opportunity 
to appoint the Fed vice chair for 
supervision, a key banking oversight 
role. Though former President 
Obama never nominated a governor 
to fill the seat, Tarullo unofficially 
acted in its capacity.

Turnover and vacancy on the 
board is not uncommon. Since 
2000, 16 Federal Reserve governors 
have resigned their post prior to the 
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end of their term, serving an average 
of six and a half of their 14-year 
engagement. Additionally, there have 
been at least two vacant seats at 
approximately 80 percent of Federal 
Open Market Committee (FOMC) 
meetings since former Chairman Ben 
Bernanke took office in early 2006. 
Inaction and political gridlock have 
been significant factors keeping the 
Federal Reserve Board incomplete. 
One of Obama’s nominees withdrew 
candidacy after a 14-month wait for 
Senate approval.

A temporary imbalance emerges 
on the FOMC, the body responsible 
for directing monetary policy and 
setting the benchmark lending rate. 
Regional Federal Reserve Bank 
presidents will outnumber the sitting 
Board of Governors five to four, 
depending on how quickly vacant 
seats are filled. Regional Bank heads 
tend to be more hawkish with their 
approach to lifting interest rates, 
favoring a tighter monetary policy 
directive. Historically, Regional Bank 
presidents have aligned with policy 
set by the chair; however, opposition 
throughout the recovery has been 
elevated. Though changes not 
supported by the chair are unlikely 
to pass, the vacant seats will lend 
more weight to the votes of the 
Regional Bank presidents, fostering 
a unique dynamic on the FOMC. 
Moving forward, the Fed will likely 
sustain its tighter monetary policy, 
even with three seats to be filled by 
the president. Therefore, investors 
should anticipate rising interest rates 
over the course of the year.
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Fed Dissents Elevated but Still Nominal
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