
The Federal Reserve is stepping back to examine how it operates. At his first meeting as Chair last month, 
Kevin Warsh signaled a change in style – a shorter policy statement, no forward guidance, and no 
personal interest rate projection in the committee’s forecasts. He also launched five task forces to review 
core aspects of the Fed’s work, and last week he named the outside advisers leading them. The reviews 
span productivity and jobs, data, the balance sheet, communications, and inflation. In this Sight|Lines, we 
walk through the mission of each task force, what we expect it may recommend, and why communication 
may be the area that changes most.

THE TAKEAWAY: THE WARSH FED PUTS ITS OWN PRACTICES UNDER REVIEW
Chair Warsh has asked five groups of outside experts to review how the Fed measures the economy, 
manages its balance sheet, communicates, and thinks about inflation and growth. In summary:

•	 At his first meeting, Warsh adopted a plainer style – a brief statement, no forward guidance, and no 
personal rate projection – and launched the five task forces, with public findings due by year-end.

•	 The Productivity and Jobs task force will assess how artificial intelligence and automation are reshaping 
the economy’s growth and employment potential.

•	 The Data task force will study how the Fed can measure the economy closer to real time, rather than 
relying on lagged data series.

•	 The Balance Sheet task force will weigh the costs and benefits of the Fed’s roughly $6.7 trillion portfolio 
and how it is managed.

•	 The Communications task force will reconsider how the Fed conveys its decisions and intentions to the 
public and to markets.

•	 The Inflation task force will rework how the Fed models inflation, including supply shocks, tariffs, and 
rising energy demand tied to AI.

•	 The advisers span academics, former central bankers, and market practitioners with a range of views 
(Exhibit 1), suggesting a genuine review and debate rather than a preordained result.

•	 With Warsh’s first congressional testimony as Chair passing quietly this week, we expect shorter 
statements and less forward guidance over time – a shift toward real-time interpretation that argues for 
a modestly higher risk premium, without reducing the Fed’s overall transparency.
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IN-DEPTH: THE FIVE TASK FORCES WILL OFFER REVIEWS AND DEBATES THIS YEAR (AND BEYOND)
Each task force will be led by outside experts and supported by Fed staff, with findings coming by year-end. Going deeper:

•  Warsh set the tone at his first meeting and then opened the reviews:
o	The June policy statement ran to 129 words, down from 282 a year earlier; the Chair dropped forward guidance and left his 

own rate projection out of the Summary of Economic Projections (SEP), the Fed’s quarterly forecast.
o	He announced five task forces, each led by external advisers with Fed staff support, and last week named their members; 

each panel is expected to deliver a succinct, public report by year-end to anchor the debate over reform.
•  Productivity and Jobs will study how new technology is changing the economy’s potential:

o	The focus includes the impact of AI and automation on the economy’s capacity to grow and employ – questions that feed 
directly into the Fed’s view of potential growth and the neutral interest rate.

•  The Data task force will modernize how the Fed sees the economy:
o	The aim is to fold in higher-frequency, real-time information rather than leaning on lagged weeks-old “official data;” its 

private-sector leader is a former Walmart CEO accustomed to real-time reads on demand, prices, and supply chains.
•  Balance Sheet Policy will revisit the size, role, and management of the Fed’s roughly $6.7 trillion portfolio: 

o	The group will weigh the costs and benefits of the current regime, and its members are set up to debate both sides – some 
have written on the practical challenges of shrinking the balance sheet, others more favorably about a larger one.

o	The future shape of the Fed’s balance sheet will have a direct effect on the supply of Treasuries and longer-term yields.
•  Communications is the area we expect to change the most, as it is already happening:

o	We expect the Fed statements to remain short and free of forward guidance under Warsh’s leadership.
o	We expect the SEP to survive and press conferences to continue, with the Fed saying less but remaining transparent.

•  Inflation Frameworks will rebuild how the Fed models price pressures:
o	The task force is charged with better capturing supply shocks, tariffs, and the growing electricity demand tied to AI – forces 

that a demand-focused framework can miss.
•  The membership of these task forces signals a serious review rather than a rubber stamp approach (Exhibit 1):

o	The advisers include leading academic economists, former central bank governors, and seasoned market practitioners, 
who hold genuinely different views.

o	We expect the panels to lean toward reform and restraint, making sweeping recommendations less likely.
•  Warsh’s first appearance as Chair before Congress this week seemed deliberately low-key, reflecting his less-is-more style:

o	Less Fed forward guidance means investors must refocus on real-time data, which may lift near-term volatility and support 
a modestly higher term and risk premium – consistent with a higher-for-longer rate environment.

WHAT WE THINK
Chair Warsh has done something unusual – turning the Fed’s focus on the Fed itself. Five reviews – spanning productivity 
and jobs, data, the balance sheet, communications, and inflation – will run through year-end, led by a credible and 
deliberately varied group of outside advisers, with each panel due to publish its findings. We would not expect sweeping 
change from every panel, and we see the more likely outcome to be thoughtful, incremental reform shaped by public debate. 
Communication may be the exception, as meaningful change is already visible – shorter statements, less forward guidance, 
and more emphasis on letting the data speak. This means many investors will now look to interpret conditions in real time. 
And we believe a Fed that says less while remaining transparent should, over time, improve market structure and further 
strengthen the Fed’s credibility.
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Task Force Focus External Advisers

Productivity and Jobs
How AI, automation, and emerging 
technologies affect productivity, 
employment, and growth

Marc Andreessen (Co-Founder, Andreessen 
Horowitz); Asha Sharma (CEO, Xbox/Microsoft 
Gaming); Charles I. Jones (Stanford University)

Data Improving economic measurement 
with high-frequency, real-time data

Raj Chetty (Harvard University); Doug 
McMillon (former CEO, Walmart); Kevin Murphy 
(University of Chicago)

Balance Sheet Policy
Costs and benefits of the Fed’s 
balance sheet framework and portfolio 
management regime

Jeremy Stein (Harvard University; former Fed 
Governor); Raghuram Rajan (University of 
Chicago; former Governor, Reserve Bank of 
India); Karen Dynan (Harvard University; former 
U.S. Treasury Chief Economist)

Communications
How the Fed communicates policy 
decisions and uncertainty to markets 
and the public

Mervyn King (former Governor, Bank of 
England); Arminio Fraga (Founder, Gávea; 
former Governor, Central Bank of Brazil); Peter 
R. Fisher (University of Washington; former U.S. 
Treasury Under Secretary)

Inflation Frameworks
Drivers of inflation and the policy 
implications of structural economic 
change

N. Gregory Mankiw (Harvard University; former 
CEA Chair); Thomas J. Sargent (New York 
University); William White (C.D. Howe Institute; 
former BIS Economic Adviser)

EXHIBIT 1: THE FEDERAL RESERVE’S FIVE REVIEW TASK FORCES
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a 
complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions 
expressed are subject to change without notice and do not take into account the particular investment objectives, financial situation, 
or needs of individual investors. There is no guarantee that the figures or opinions forecasted in this report will be realized or achieved. 
Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times, release written or oral commentary, technical 
analysis, or trading strategies that differ from the opinions expressed within. Past performance is no guarantee of future results. Indices are 
unmanaged, do not reflect fees or expenses, and you cannot invest directly in an index.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated 
with international investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets 
may involve greater risk and volatility than investing in more developed countries. Due to their narrow focus, sector-based investments 
typically exhibit greater volatility. Small company stocks are typically more volatile and carry additional risks, since smaller companies 
generally are not as well established as larger companies. Property values can fall due to environmental, economic, or other reasons, and 
changes in interest rates can negatively impact the performance of real estate companies. When investing in bonds, it is important to 
note that as interest rates rise, bond prices will fall. The Standard & Poor’s 500 Index is a capitalization-weighted index that is generally 
considered representative of the U.S. large capitalization market. The Bloomberg software Index is a price-weighted index of software 
companies located or doing significant business in the Silicon Valley. The Bloomberg 500 Financials Total Return Index tracks the financial 
sector within Bloomberg 500 Universe. This index includes 87 constituent companies spanning various financial services sectors. The Dow 
Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the 
NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE Index (Europe, Australasia, and the Far East) is a free float-
adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the U.S. 
and Canada. VIX is a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the 
implied volatility of S&P 500 index options. The risk of loss in trading commodities and futures can be substantial. You should therefore 
carefully consider whether such trading is suitable for you in light of your financial condition. The high degree of leverage that is often 
obtainable in commodity trading can work against you as well as for you. The use of leverage can lead to large losses as well as gains. 
Volatility is measured by calculating the standard deviation of the annualized returns over a given period of time. 
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