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Tariff ‘curveball’ complicates anti-inflation efforts, Fed official says in South Dakota
By Seth Tupper 
South Dakota Searchlight 

 
A national leader in mon-

etary policy said during a 
visit to South Dakota that the 
Federal Reserve was “mak-
ing good progress” bringing 
down inflation until “tariffs 
threw a curveball at us.” 

Neel Kashkari, president 
and CEO of the Federal Re-
serve Bank of Minneapolis, 
addressed dozens of people 
during a question-and-an-
swer session Thursday at the 
Hyatt Place in downtown 
Rapid City. A local econom-
ic development group, Ele-
vate Rapid City, hosted the 
event. 

A tariff is a tax on import-
ed goods. Kashkari said the 
duration and severity of tar-
iff-caused price increases is 
still unknown. 

“The impact of tariffs on 
the economy is taking longer 
to be felt than I would have 
guessed when they were an-
nounced,” he said. 

That’s partly because 
some businesses have used 
their inventories to avoid 
buying imported goods, 
which has allowed them to 
avoid passing the cost of tar-
iffs on to their customers. 

“But as that inventory 
gets worked down, they 
have to replenish it,” 
Kashkari said. “They’re 
telling us, ‘Hey, at the begin-
ning of the year, we might 
start to see more of a tariff 
impact on prices.’” 

Effects on farmers 
Farmers are already feel-

ing the effects of higher tar-
iffs. Responding to a ques-
tion about China’s retaliato-
ry boycott of U.S. soybean 
purchases, Kashkari said the 
situation is changing the 

global marketplace. 
“What’s happening is 

you’re seeing other countries 
respond by growing more 
beans,” he said. “And so 
more supply is coming on-
line, and that is going to 
have a permanent effect on 
the price of soybeans, and it 
really disrupts our markets.” 

He added that “when our 
whole supply lines are set up 
to ship to China, it’s not so 
easy to now turn it around 
and ship it someplace else.” 

Yet he said there’s little 
the Fed can do for affected 
farmers: “All we can do is 
try to keep inflation in 
check, and it really is a ques-
tion for our elected leaders 
and for fiscal policy to try to 
address.” 

Interest rates 
Kashkari is a member of 

the Federal Open Market 
Committee, which sets the 
target for the influential fed-
eral funds interest rate. The 
Fed has kept the rate higher 
in recent years while trying 
to bring inflation down to 
2% over the long term. 

The Trump administra-
tion has publicly pressured 
the Fed to lower the key in-
terest rate faster. At the same 
time, the administration has 
been imposing and threaten-
ing higher tariffs on an array 
of imports from numerous 
countries. 

The measure of annual 
inflation used by the Fed, the 
personal consumption ex-
penditures price index, 
peaked above 7% three 
years ago and was down to 
2.3% this April, but has 
since risen to 2.7%. Last 
month, the Fed reduced its 
key interest rate for the first 
time this year, lowering its 
short-term rate from about 

4.3% to about 4.1%. 
Kashkari supported the 
move and said at the time 
that two more reductions 
could be warranted by the 
end of the year. 

On Thursday, he said “I 
don’t think it’s likely that 
we’re going to wake up to 4 
or 5% inflation,” because the 
Fed can “do the math” to de-
termine how tariff rates will 
impact inflation. 

“So, I think the risk of in-
flation is more one of per-
sistence, that it’s not so 
much of a one-time event, 
but it stays at 3% for an ex-
tended period of time,” 
Kashkari said. 

Other topics 
Kashkari spoke about nu-

merous other topics raised 
by audience members Thurs-
day, including the following. 

Politics: Regarding pres-
sure from the Trump admin-
istration, Kashkari said that 
“the best thing we can do 
when we face political un-
certainty is to do our jobs to 
the best of our ability, leav-
ing politics at the door. And 
the more we do that and the 
more we are seen and ac-
knowledged to be doing that, 
the more credibility I believe 
we will have with the Amer-
ican people.” 

Artificial intelligence: 
Kashkari said he’s “long-
term bullish” on the technol-
ogy’s potential but “short-
term skeptical” about predic-
tions it will cause mass lay-
offs, because most major 
new technologies take 
decades to “get woven into 
the fabric of society.” 

Immigration: The two 
sources of economic growth 
are productivity and popula-
tion growth, Kashkari said, 
and without the latter, 

“you’re going to have slower 
growth unless you decide to 
embrace immigration. And 
that’s just math.” 

Housing affordability: 
Home prices will go up if in-
terest rates are cut without 
more homes being built, 
Kashkari said, so “localities 
need to look at what can you 
do locally to try to remove 
some of the barriers that are 
preventing more supply 
from coming in.” 

Consumer outlook: 

“Consumers keep getting 
asked questions: ‘How are 
you feeling about the econo-
my?’” Kashkari said. “And 
for the last three years, con-
sumers have said, ‘The 
economy stinks. I’m gloomy 
as heck.’ And then they go 
spend thousands of dollars 
on Taylor Swift tickets, and 
they get on planes, and they 
go out to restaurants, and 
people are spending money 
like crazy. And so there’s a 
disconnect between how 

people are feeling and what 
they are actually doing.” 

Seth is editor-in-chief of 
South Dakota Searchlight. 
He was previously a super-
vising senior producer for 
South Dakota Public Broad-
casting and a newspaper 
journalist in Rapid City and 
Mitchell. 

South Dakota Searchlight 
is part of States Newsroom, 
the nation’s largest state-fo-
cused nonprofit news organ-
ization.
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