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The Fed cuts rates amid division

Third decline Figure of the week

The central bank decided to cut its key rates by 25 bps for the third
time in a row, a first since 2019 — they are now between 3.5% and
3.75%. This is the lowest level in three years.

Nevertheless, the Governing Council has never seemed so divided
on its reading of current events and on the strategy to be followed
for the coming months.

Jerome Powell believes that the data has not fundamentally
changed since October despite the shutdown and the non-
publication of recent, essential data on employment and price
levels. This means that in his view, the balance of risks is still tilted
in favour of supporting the labour market. The latest signals seem
to show that job creation has been insufficient for several months, a
sign of a sluggish economy.

Fed officials continue to forecast another interest rate cut in 2026,
according to their updated economic forecast on Wednesday. The
United States could experience GDP growth of 2.3% year-on-year
by the end of 2026 (compared to 1.8% estimated in September).
Inflation could then be as better as expected (2.4% compared to
2.6% in September). As for unemployment, it is expected to remain
at the present level (4.4%).
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The chart of Fed officials' projections released on Wednesday highlighted the
deep division among policymakers.
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"Close" debates

Three of the twelve members of the Fed's
monetary policy committee opposed the
guarter-point cut decided by the central
bank, which is the strongest opposition
since 2019.

The debate within the Fed follows statements
by President Donald Trump, who insists that it
cut rates much more aggressively, and
repeatedly criticizes Jerome Powell.

Stephen Miran, a staunch ally of the president,
called for a 50bp cut, while the Chicago Fed's
Austan Goolsbee and the Kansas City Fed's
Jeffrey Schmid called for rates to be
maintained.

Fed officials broadly imagine that another rate
cut will be needed in 2026, according to their
updated projections. But some of them will then
no longer be able to vote. Indeed, among the
twelve people who set US rates, four change
every year according to a rotation system
involving the regional central banks. The new
entrants are reputed to be even more
concerned about the level of inflation than their
predecessors.
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United States: job offers at a standstill

U.S. job openings rose marginally in October, hiring remained Jobs in the United States in 2025
modest as employers priced in an uncertain economic 7
backdrop. 7800 782
7712
According to the Job Openings and Labor Turnover Survey 7o 7658 7670
(JOLTS) report released Tuesday by the Bureau of Labor  vew
Statistics (BLS), job openings, an indicator of labor demand, 7= s
increased by 12,000 to 7.670 million at the end of October. 7400 - 7387
Hiring fell by 218,000 to 5.149 million in October. The report ~ ™° 200 s T
also incorporates data from September, which was cancelled ™
due to the federal government's 43-day shutdown. 7100
This stagnation in the labour market is attributed to a decline in o
the supply of labour, as a result of a reduction in immigration. R Apr May i Wl Aug Sep  Oct
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All FOMC members agree that inflation is too high and
we want it to come down

Jerome Powell, Fed Chair, 10/12/2025

Market Impact
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After the Fed announced a 25bp cut, the yield on the 2-year yield, which is the most sensitive to monetary policy decisions,
fell 8bp to 3.53%.

Source: Amundi, Bloomberg

Projections of Fed rate cuts
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Markets are anticipating around 50bp of
reduction in 2026, i.e. 2 rate cuts.
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ECB rate expectations

Eurozone, towards a rate hike in 20267

The European Central Bank's next move could be an
interest rate hike, rather than a cut as some still
predict, but that won't happen in the near future,
Schnabel said in an interview published on Monday.

Schnabel stressed that risks to growth and inflation
are tilted to the upside compared to the ECB's
forecasts, partly because the European economy has
weathered the US tariffs better than expected.

It also noted that the decline in core inflation came to
a halt as the economy recovered and fiscal policy
became more expansionary, creating conditions for
price increases to accelerate.

This shift to a more restrictive policy has helped push
bond yields higher. Thus, the German 10-year yield
rose by 7 bp to 2.87% on Monday.
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Variation in market expectations on the ECB's monetary policy

following Isabel Schnabel's statement.
Source: Amundi, Bloomberg

Canada | BoC keeps rates steady December 16 | S&P Index release
Directors unchanged at 2.25% Global France Composite PMI (Dec)

Germany | Trade balance o 18 December | ECB Meeting
€16.9 billion (Oct.)
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Disclaimer

This publication is intended for institutional clients only and may not be reproduced, in whole or in part, or communicated to third parties without our permission. Published
by Amundi Asset Management, Société par Actions Simplifiée SAS, with a capital of €1,143,615,555 - 437 574 452 RCS Paris. Asset Management Company approved
by the AMF Autorité des Marchés Financiers) n°GP 04000036. Registered office: 91 93, boulevard Pasteur 75015 Paris France. The information contained in this
publication is not intended for dissemination to, or use by, any person or entity in any country or jurisdiction where such dissemination would be contrary to law or
regulation, or which would subject Amundi or its affiliates to registration obligations in such countries. Not all products or services are necessarily registered or authorized
in all countries or available to all customers. The data and information contained in this publication are provided for informational purposes only. Nothing contained in this
publication constitutes an offer or solicitation by any member of the Amundi group to provide investment advice or services or to buy or sell any financial instruments. The
information contained in this publication is based on sources that we believe to be reliable, but we do not warrant that it is accurate, complete, valid or up-to-date and
should not be relied upon as such for any purpose.

Amundi

Investment Solutions

Trust must be earned



https://www.linkedin.com/company/amundi-/mycompany/
https://www.amundi.com/institutional/treasury

	Diapositive 1 The Fed cuts rates amid division
	Diapositive 2
	Diapositive 3

