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     The federal funds rate is the rate charged between financial institutions to lend/borrow reserve monies between themselves; the higher it is, the less likely banks are to borrow excess reserves from each other.  This rate can impact the real interest rates throughout our entire economy though, making it harder to borrow ourselves (Investopedia, n.d.). The drop in our interest rates has occurred for ~ 9 years now; it came after the 2008 financial crisis as part of an economic stimulus package to reinvigorate the economy; the government used quantitative easing. 
     Interest rates and prices are currently low; as are the opportunity costs, which has promoted more investment. Unemployment rates are also lower. The money supply has increased over time as well and our consumption has been on the rise, raising real GDP.   The negative effect of all of this is a weaker dollar, or deflation of our currency (Clark, 2008). 
     The feds have increased rates 3 consecutive quarters in a row, as a method to tighten our financial conditions; however, they feel that prices are not rising quick enough and we are nearing inflation.  Another rate hike, they feel, will help stabilize inflation.  If interest rates are increased, prices will rise and the money supply will be reduced (Appelbaum, 2017).  A rise will affect credit card debt (rising) payments and will increase adjustable rate mortgages. Savings interest rates paid out will not see an impact. Additionally, federal student loan rates won’t change, but private loans may (Dicker, 2017). With higher interest rates, here in the U.S., it also becomes more attractive for foreign investors to move money here.  This has the effect of increasing the exchange rate for our currency (appreciation).  Exports will decrease & imports will increase, causing a reduction in net exports, and GDP.  With a reduced demand for our goods, the output will fall as well (Applebaum, 2017).  
Although we are all enjoying lower interest rates, by raising rates (in small incremental levels) it will help keep inflation at bay, pulling money out of the market, keeping our economy from collapsing.
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                                                                                                                       Federal Reserve System in the United States

Monetary policy is majorly mandated with the function of management of the interest rates as well as the total supply of money in circulation. Central banks such as the Federal Reserve are concerned with carrying out these policies. Taxing and spending actions of the government are known as the fiscal policy. The government generally uses fiscal policy to help her citizens by promoting strong and sustainable economic growth, as well as reducing poverty. At the moments of economic crisis, the role of fiscal policy is demonstrated when the government sets in to jump-start growth in falling businesses, supports financial institutions and helps in mitigating some of the impacts of the economic crisis on the vulnerable groups.
The Federal Reserve System structure is broadly two-part; it consists of a central authority, commonly known as the Board of Governors (this is found in Washington D.C.). Moreover, it has a decentralized network consisting of 12 Federal Reserve Banks, which are spread throughout the country(“What is the Fed: Structure”, 2017). Usually, the Federal Open Market Committee (FOMC) which is composed of members of the Board of Governors, as well as the presidents of the Reserve Banks, sets the monetary policy.
The Federal Reserve System was set up mainly to protect the monetary policy from outside storms such as political pressure. Other arms of the federal government shield it from any interference as well. The board of governors, (Federal Reserve Board) is at the core of the Federal Reserve System and provides its leadership. The board, consisting of seven appointed governors, chairman and vice-chairman have responsibilities such as analyzing both domestic and international economic conditions, guiding monetary policy action, and leading committees that are studying current issues. Reserve banks usually from the operating arms of the Central Bank; with each of them serving its region of the country.
The federal fund's rate is described as the interest rates at which banks in the US charge each other when lending the Federal Reserve funds overnight. These funds help to maintain the Federal Reserve requirement, by ensuring that they have sufficient cash on hand to start each business day. In the recent times, the US economy has grown steadily, and actually, shows no signs of going down. Consumer spending is relatively high, with rates of unemployment decreasing as more people become employed. According to the economic forecaster Fathom Consulting, spare capacity experienced in labor markets was fast becoming a thing of the past, further noting that it would not take a long time before wages start to rise rapidly. With higher wages, demand simultaneously increases thus triggering higher prices. The Federal Reserve has the responsibility to control inflation and at the same time increase the rate of employment (Inman, 2017). It should then raise the federal fund's rate because by so doing, it will be fulfilling both the two mandates.
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In my opinion, the Federal Reserve should hold off increasing the federal funds rate any further until a few things happen. First, there needs to be evidence that banks are actually lending out the money that they are holding as excess reserves. One of the goals of low interest rates is to hopefully increase the monetary supply to the market. Second, there needs to be proof that inflation is actually happening at a faster than 2% rate. This is the rate that Janet Yellen set as a target. If the Federal Reserve decides to continue raising interest rates, it could lead to a tightening of monetary supply and potentially create a deflationary environment. One other way for the Federal Reserve to determine if the economy is strong enough to support rising federal funds rates is the wage growth figures. While unemployment has fallen below 4.5%, wage growth has not been as prevalant. For all of the reasons, I believe that the Federal Reserve should wait to continue raising the federal funds rate.
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Michael,
This is a well thought out post, detailing all of the points to consider.  If it is found that inflation has continued to surpass the benchmark of 2%, and unemployment is also continuing to fall below the rate, it may be warranted. The unemployment rate was just under at 4.4% in June 2017. Inflation remained very low throughout all of 2015, started a very gradual increase in 2016, and picked up steam in the latter part of 2016, reaching above the 2% rate for the entire Q1 of 2017.  
From: http://usinflation.org/us-inflation-rate/
US Inflation Rate Table (1980 – 2017)
Year Jan    Feb    Mar   Apr   May   Jun   Jul    Aug   Sep    Oct   Nov   Dec   Ave
2017 2.5% 2.7% 2.4% 2.2% 1.9% 1.6%             
2016 1.4% 1.0% 0.9% 1.1% 1.0% 1.0% 0.8% 1.1% 1.5% 1.6% 1.7% 2.1% 1.3%
2015 -0.1% 0.0% -0.1% -0.2% 0.0% 0.1% 0.2% 0.2% 0.0% 0.2% 0.5% 0.7% 0.1%
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The Federal Reserve should hold off on increasing the federal funds rate mainly because the rate of inflation continues to miss the 2% target which was set by the Fed. However, there are a few other factors to take into consideration as well. For one, the unemployment rate is nearing a 16-year low yet wages have only slightly risen. In addition, the economy is far from "overheating" because both consumers and businesses are not spending or investing at rates that would suggest such. Until we see improvements in these areas I believe the Fed should hold off on increasing the federal funds rate. 
Reply 0 
Teresa Sloan (sloan12) 81 word(s) 2 days ago. Created Jul 27, 2017 00:05:07 
We certainly do not want to overshoot our growth, or we could see long-term risk.  Although our economy can be resilient, If the Feds keep policy here too long, it could cause it to overheat. Since unemployment is currently under 4.5%, we are considered beyond full employment.  This usually causes wages to increase and inflation (Cox, 2017).  Time will tell.  
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Christine – I completely agree with you with regards to the unemployment rate and what causes may come out of the Federal Reserve raising the funds rate. We should not over extend ourselves too face to quick
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I think that there shouldn't’t be any more increase of federal fund rates. The Federal Reserve is looking to increase the federal rate three times in 2017 and three times in 2018 which it will be at 3% because the economy is doing ok, but I think that’s a big increase and they should wait before another increase. I understand that inflation is increasing but it’s not strong enough to handle more increase. Also the economy is growing but it’s growing at a slow speed and it’s not where it needs to be to handle 3% increase by 2018. The Federal Reserve are forecasting only a 2% decrease for unemployment that right should let them know there’s still an issue even though we are heading towards the right direction. They should wait until the unemployment decreases by more than 2%, the inflation increase more than 2% and when businesses and consumers start spending and investing instead of saving before the increase the federal funds rate again.
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In my opinion, the Federal Reserve should not increase the federal funds' rate in any large format currently. Typically, when rate climbs borrowing of that money get more expensive in turns businesses and consumers tend to hold back on spending as they normally otherwise would. Another key factor that occurs when the rate increases are that typically credit card interest rates climb. Many credit card companies use a variable rate when loaning money. As the federal fund rate increases typically so do your credit card interest rate.
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I think that the Federal Funds Rate should stay at a constant for now. The Federal Funds Rate is the rate at which banks borrow reverves from one another---The rate is important because each time it is increased or decreased, it is affecting the interest rates that are being charged by U.S. banks. Along with everyone else, i agree that the Federal Reserve should not increase the federal funds rate at this time.  
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The federal reserve controls the nation's economy and money supply through the federal fund's rate. When the federal reserve raises the rate, it slows down the economy from its current pace. Due to this slow down banks become wary about borrowing money from each other. In turn, they keep their reserves at the required level and lend lesser money to the public and businesses, and whatever is loaned out is at a higher interest rate.The exact opposite happens when the reserves rate is lowered. So, I think that the reserve rate should remain the same for now.
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The fed funds rate is the interest rate banks charge each other to lend Federal Reserve funds overnight.The Fed Funds rate is then used as a tool to control economic growth here in the United States, also making it the most important interest rate in the world. The current Fed Fund rate is .75% which is important to note. I defiantly fell as we should keep the rate as it is for right now due to our nations current state. With unemployment remaining low and as long as inflation remains in control and behaves there is no real reason to move the Fed reserve rate to anything higher. 

