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A BACKLASH Demonstrators rallied in March outside the Greenwich, Conn., estate of Paul Tudor Jones II to protest the influence of hedge fund managers like him.
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KEEPING A LIST Mr. Jones created
an organization in 2013 to monitor
corporate behavior.

The Federal Reserve raised interest
rates last month for the first time
in nearly a decade. To understand
what it means — and doesn’t mean
— consider a previous year in which
interest rates rose.

In 1920, borrowing costs soared
to their highest levels since the end
of the Civil War. Some people were
terrified of what it was doing to the
economy. Higher rates “would prac-
tically legalize usury,” a real estate
trade group warned.

The interest rate that caused this
anxiety? A mere 5.4 percent on the
10-year Treasury note — lower than
the rates during the 1980s and most

of the 1990s.
For years, financial commenta-

tors had predicted an imminent rise
in rates.

But if you look at history, a dif-
ferent possibility emerges. Very
low rates have often persisted for
decades, pretty much whenever in-
flation is quiescent, as it is now. The
interest rate on a 10-year Treasury
note was below 4 percent every
year from 1876 to 1919, then again
from 1924 to 1958. The real aberra-
tion looks like the 7.3 percent aver-
age in the United States from 1970
to 2007.

“We’re returning to normal, and
it’s just taken time for people to
realize that,” said Bryan Taylor of
Global Financial Data which cal-
culates historical financial data. “I

think interest rates are going to stay
low for several decades.”

If so, it would mean that many
predictions have misread the sit-
uation. In 2014, 67 economists sur-
veyed by Bloomberg predicted
higher rates six months later; they
fell sharply instead.

What that analysis may have
missed is that interest rates his-
torically are closely tied to infla-
tion. How much investors demand
as compensation for lending their
money is shaped in no small part
by how much they think that mon-
ey will be able to buy when they
get it back. And the pressures that
normally generate inflation seem to
have disappeared in recent years.

In a world awash in workers, oil
and more, financial markets show

little sign that investors think that
will change anytime soon. Current
Treasury bond prices predict annu-
al inflation in the United States of
only 1.7 percent a year over the next
three decades.

That would imply that we are in
an economic era more like the late
19th century, with persistent low in-
flation or mild deflation, or perhaps
like the 1950s, when the economy
was growing but inflation was firm-
ly in check.

“If we keep inflation under con-
trol, maybe we’ll enter a period
like the ’50s,” said Richard Sylla, a
financial historian at New York Uni-
versity and co-author of “A History
of Interest Rates.” “Those were nor-
mal rates, and they were accompa-
nied by a slight amount of inflation,

1 or 2 percent. That worried people
then, where now it’s a target to be
reached.”

A crucial driver of long-term in-
terest rates (which the Fed doesn’t
directly control) is what investors
think the Fed will do with short-
term interest rates (which it does
control). If people thought the Fed
was going to raise short-term in-
terest rates up to 5 percent, no one
would lock their money up in a 10-
year bond paying only 2.2 percent.

But history offers this lesson:
Whether rates will be high or low a
few years from now has very little
to do with the Fed’s recent action. It
has a lot to do with what happens to
forces deep inside the economy that
are poorly understood and hard to
forecast.
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Talking Points

Warnings About Steering
On the 2012 Ford Focus
Federal safety regulators have
received about 150 complaints from
owners of the 2012 Ford Focus who
say the power steering can turn off,
and have received 124 reports from
Ford of injuries and one death at-
tributed to what was broadly termed
a steering problem. Regulators
have reviewed some cases but have
not opened a formal investigation,
and Ford has not taken any action
beyond twice alerting dealers to po-
tential problems. The power steering
system on the 2012 model uses an
electric motor instead of a hydraulic
pump.

About the Tie You Gave Dad
As e-commerce shopping surges and
free return shipping becomes the
norm, returned gifts are becoming a
big environmental burden. Instead of
going back to retail shelves, a major-
ity of returned items go to liquida-
tors, wholesalers and resellers, and
many end up in landfills. According
to some estimates, as much as two
million tons of returned merchan-
dise — most of it undamaged — is
thrown away each year, enough to fill
200,000 garbage trucks.

The Numbers on New Life
The National Center for Health
Statistics reported recently that the
number of births in 2014 — 3,988,076
— was 1 percent higher than in 2013.
Among the data: The teenage birth-
rate fell 9 percent, to 24.2 per 1,000,
and the birthrate for unmarried
women declined for the sixth straight
year. Since the long-term decline in
teenage births began in 1991, the rate
has gone down by 61 percent.

A Matter of Inches
It has been 40 years since the Metric
Conversion Act required the federal
government to endorse, if not adopt,

the metric
system. Offi-
cially, not much
has happened
since then. Many
federal agencies
use the system,
but many others
— particularly
those involving

transportation and construction —
do not. The only other nations that
do not mandate the metric system as
the official measurement standard:
Liberia and Myanmar.

Paul Tudor Jones II, the hedge-fund
billionaire, has a plan to reduce in-
come inequality. He wants to rate
companies on their probity, not
their profits.

“The wealth gap, that’s the single
most important issue in this coun-
try,” he said in September while
unveiling Just Capital, a nonprofit
organization he created with Deep-
ak Chopra, the spiritual self-help
author and wellness entrepreneur.

Just Capital will rank corpora-
tions on how well, or “justly,” they
treat employees, society and the en-
vironment. The idea is to laud com-
panies that offer better pay, happier
workplaces and greater transpar-
ency — and perhaps shame others
to follow suit.

This kind of moral index, Mr.
Jones said, “could not only impact
investors, it could impact consum-
ers, it might impact the way com-
panies hire, the way people go and
work with companies; it will impact
boardrooms, everything.”

Today, with a presidential election
looming and calls for the wealthy to
pay more in taxes coming not only
from populist politicians but also

from billionaires like Warren E.
Buffett, even members of the top 1
percent of the 1 percent are passion-
ately inveighing against the wealth
gap.

“The middle-class guy who’s
making the $50,000 a year realiz-
es, ‘I’m being taken advantage of,’ ”
warned Carl Icahn, a corporate
raider turned activist investor, in a
video titled “Danger Ahead” that he
released in September.

While there has not exactly been
a groundswell among the wealthy to
significantly raise their own taxes,
Mr. Icahn and Mr. Buffett are among
several of America’s prominent top
earners who have endorsed chang-
ing the tax loophole that treats a
large portion of private-equity and
hedge-fund managers’ income as
more lightly taxed capital gains and
require it to be taxed as regular sal-
ary.

“Billionaires see a backlash com-
ing,” said Sam Wilkin, an economist
and author of “Wealth Secrets of the
One Percent.”

Mr. Jones has experienced it first-
hand. In March, the Hedge Clippers,
a coalition of labor groups and com-
munity activists, marched on his
Greenwich, Conn., estate to protest
the influence of hedge-fund manag-
ers.

Some of America’s wealthiest are
responding with an unprecedented
flood of money into politics, largely
supporting Republican candidates
who have promised to cut taxes. A
New York Times investigation in

October documented how 158 fam-
ilies were responsible for almost
half the money raised in the current
presidential race. People from the
finance industry lead the list.

Mr. Jones said in a TED talk that
traditionally there are three ways to
change income inequality: “By rev-
olution, higher taxes or wars.” His
alternative is Just Capital.

Mr. Jones argues that income in-
equality is driven by what he calls
“shareholder hegemony,” the prin-
ciple that companies first and fore-
most should satisfy investors. The
solution is for companies to make
social responsibility as important
as profits and share price.

Mr. Jones, who declined to be in-
terviewed, has a net worth Forbes

estimates at $4.7 billion and was one
of the few hedge-fund managers
who foresaw the 1987 market crash.
He is known for founding the Robin
Hood Foundation, a charitable orga-
nization that raised $132 million last
year for anti-poverty programs in
New York.

Just Capital’s mission fits into an
existing trend. Socially responsible
investing, the favoring of compa-
nies that demonstrate environmen-
tal and social awareness, is a grow-
ing movement. As of December,
Morningstar said about 2 percent
of the mutual funds it tracked were
tagged “socially conscious.”

Not all economists agree with Mr.
Jones’s notion that monitoring cor-
porate behavior would narrow the
distance between the very rich and
the rest. Mr. Wilkin said Just Capital
was “wishful thinking that there is a
market solution to income inequal-
ity that doesn’t involve increasing
taxes.”

The idea for Just Capital emerged
from a seminar Mr. Chopra held at
Columbia Business School called
“Just Capital and Cause-Driven
Marketing.” A student suggested
creating an index of companies
based on their value to society, not
quarterly profits. Mr. Chopra took
the idea to Mr. Jones, who set up the
foundation in 2013. This year, Just
Capital plans to publish a ranking
of the top 1,000 publicly traded com-
panies.

“Americans want a seat at the ta-
ble,” Mr. Jones said.
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A group hopes to reduce
the income gap by ending
business as usual.

Plan to Rank ‘Just’ Companies
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Why Low Interest Rates May Stick Around for a Long Time


