Powell’s unexpected decision to remain on Fed board signals potential shift in US monetary policy independence
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Jerome Powell said he will stay on as a Federal Reserve governor after his term as chair ends on 15 May, in an unusual move that keeps him inside the central bank as the White House prepares to nominate his successor. Speaking after the Fed’s latest policy meeting, Powell said his term as chair was ending but that he intended to remain on the board for an unspecified period, describing the decision as a response to recent developments around an investigation into the central bank. Reuters has reported that the move blocks President Donald Trump from immediately filling the seat Powell would otherwise vacate.
Powell framed the choice as a matter of institutional stability, warning that the pressure surrounding the Fed was undermining confidence in its independence. In remarks reported by several outlets, he said the central bank’s ability to set monetary policy without political interference was what mattered most to the public. He also said he had planned to retire but felt compelled to remain until the matter was fully resolved.
The decision follows the closure of a criminal investigation by the US attorney for the District of Columbia, which Powell said he welcomed, even as officials indicated the matter could be revisited. According to the reporting, the Justice Department then provided assurances that it would not reopen the case unless there were a criminal referral from the Fed’s inspector general. Powell said those steps were a key reason for his staying on, adding that he would not act as a "shadow chair" once a successor takes over.
The timing adds another layer to the Fed’s already delicate transition. Powell’s governor term runs until January 2028, meaning he could remain on the board even after Kevin Warsh, Donald Trump’s nominee for the chairmanship, is confirmed by the Senate. That prospect has already stirred political tension, particularly after the Senate Banking Committee advanced Warsh’s nomination along party lines, while the Fed itself has just held rates steady amid persistent inflation pressures and signs of cooling growth.
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