Chairman Bernanke Gets Reconfirmed: or, The Return of Bubble Boy!
One definition of insanity is doing the same thing over and over again while expecting different results.  Well, if that is the case, US monetary policy is certifiably insane.  

Former Fed Chairman, Alan Greenspan, in order to stoke the US economy took the Federal Funds Rate below 2% on December 11th 2001.  The rate stayed below 2% for nearly three years until November 10th 2004.  Money was virtually free and people acted accordingly.  People took larger risks with larger amounts of money.  Asset bubbles were created, and then expanded.
As it turns out, Chairman Greenspan is an avid bath taker.  Is this a coincidence that he is most at ease when surrounded with bubbles?  No need to worry about one bath bubble bursting if you surround yourself with thousands of bubbles, right?  Think bubble wrap.  If you are sending a fragile package you wrap it in bubble wrap.  It doesn’t matter if one bubble breaks as long as they don’t all break.

While the bursting of baby bubbles isn’t a big deal, what if mega bubbles get created?  Think kids’ inflatable jumping house.  What if the only thing holding up the inflatable jumping house is hot air?  What if the hot air was paid for with borrowed money?  What happens to the inflatable jumping house when you no longer bother to pay the electricity bill?  Well the hot air stops and the inflatable house collapses all around the screaming kids, and you hope that they don’t die from suffocation.
Once the kids are rescued from the deflated jumping house, the question becomes how do you build a new play house?  Do you figure that your problem was that you didn’t borrow enough money to pay the current electricity bill (see current deficit spending)?  Do you figure that the problem was that your air hose wasn’t big enough (see even lower interest rates from Bernanke than we got from Greenspan)?  Or do you learn your lesson and only build a toy house of wood with money that isn’t borrowed?

Don’t expect anything but more bubble houses from Bernanke.  Maybe his parents didn’t let him blow bubbles in the house as a kid, so now he’s taking it out on the rest of us.  Who knows?  Still the Asian asset bubble Bernanke is now building in currencies linked to the US dollar will pop as every other bubble before them have and when it does we will see another Fed generated global slowdown.  Oh but this time it will be different….
