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· I can shed no light on how Mr. Trump came to be US President.
· It is hard to predict what he will do, in most areas, 
· As is true with any new president, he will encounter events and constraints (especially on the international level) that he did not figure on in the campaign.
· Prediction this time is harder than usual.
· He has said so many different things on each issue.

· It is relatively easy, however, to foresee major fiscal stimulus, consisting of tax cuts, especially, and also spending increases.
· He has promised to cut corporate tax rates and income tax rates, and to eliminate the estate tax – all designed to deliver a unique combination of regressivity for income distribution and revenue loss to the budget, and yet relatively little in the way of productivity boost for the economy (it seems to me).  
· Everybody has been assuming that there will also be an increase in infrastructure spending, of the sort that many have been urging since the Obama fiscal stimulus was reversed in 2011. Specific spending plans remain very unclear from what Mr. Trump has said so far.  (“$1 trillion” but “private financing”, so unclear).
· [bookmark: _GoBack]But it is always easier to give money away than the reverse. One thing we learned from the first terms of Reagan and GWB presidencies is that a new president who comes to office thinking the budget can be balanced easily -- by cutting such items as foreign aid and waste, fraud and abuse -- is likely to be running record deficits in no time, not just via the promised tax cuts but via accelerated spending as well, both military and domestic.

· As the US economy is at or close to full employment, the most likely consequences of this pro-cyclical fiscal stimulus are rising inflation, interest rates, and trade deficits.   See twin deficits. See Mundell-Fleming. See the early 1980s.
· The Fed will raise interest rates further.
· Mr. Trump in the campaign attacked the Fed for too much monetary accommodation,
· supporting institutional changes to enforce discipline on the central bank via a mechanical rule or a return to the gold standard.
· But he will immediately switch, and start to attack the Fed for too little monetary accommodation.
· A reasonable prediction would be that the Fed will continue to raise interest rates at the speed that is appropriate to the economy, up until January 2018 when Janet Yellen’s term expires.
· But Trump might be able to apply pressure before then: there are two vacancies (Senator Shelby has been blocking nominees since 2010, and so the Fed has not had its full complement of governors since 2013) and appointments could start to shift the balance of power.
· On the other hand is what I call the Thomas Beckett principle:  even if appointments are politically motivated, the individuals can over time adopt the values of their institution…. as Ronald Reagan found out after appointing two easy-money governors in 1985.
· The dollar is likely to strengthen, further eroding US price competitiveness.
· Indeed bond markets and foreign exchange markets have of course already moved in these directions in the two months since the election.

· Mr. Trump will certainly do some damage on trade policy.
· This might be limited to aggressive enforcement of existing trade remedies,
· but I would bet on at least some actions that are inconsistent with our international obligations. 
· As folks at PIIE first pointed out, the President can do quite a lot to raise import barriers without needing congressional approval.
· But I would bet that the US trade deficit, rather than shrinking as promised, will resume its pre-2008 widening path.
· In many cases, real-world constraints will make it harder to translate crowd-pleasing sound-bites into reality.  
· It is hard to see how pushing harder on China would produce desirable results.  
· To take a peculiar example of ill-informed policy positions, if the Chinese authorities were to acquiesce literally in Mr. Trump’s demands that it stop manipulating its exchange rate, the RMB would depreciate.

· Mr. Trump will do some damage, as promised, to immigration reform, health care reform (Obamacare), and financial reform (Dodd-Frank).  
· Repealing Obamacare is apparently top of the list.  
· But the Republicans are likely to be stymied by the absence of an alternative that does not take health insurance away from those 20 million Americans nor raise the net cost.  
· Some important innovations, such as the switch to electronic patient record-keeping and more emphasis on preventative care, are bound   to survive.  
· Perhaps the eventual outcome will be relatively minor changes in the substance of the Affordable Care Act, together with a new name for it.
·  – like building a big beautiful wall on a quarter-mile of the Mexican border, as a sort of stage set suitable for photo opportunities.

· The biggest worry for me, as for many, is that we are now seeing the end of a 70-year US-led liberal international order that had achieved global progress toward free trade, multilateral institutions, rules, shared prosperity, and political development.      

