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Fed Cuts 25bps, Signals Two More Cuts in 2025 

As widely anticipated, Federal Reserve officials lowered the benchmark interest rate by 25 basis points, marking the first rate cut since December. In addition to 
the rate move, policymakers updated their economic projections and now anticipate two more quarter-point cuts in 2025, one more than previously projected in 
June. They also foresee one cut in 2026 and another in 2027. 

The decision reflects growing signs of labor market softness, which the Fed cited as a key factor in its shift toward easing. However, officials also acknowledged 
that inflation has “moved up and remains somewhat elevated,” indicating a continued balancing act between supporting growth and managing price stability. 

The FOMC voted 11-1 in favor of the rate cut, setting the new target range for the federal funds rate at 4.00% - 4.25%. One official dissented, advocating for a 
larger reduction and projecting that the policy rate could fall by an additional 125 basis points by year-end. 

In their updated economic forecast, Fed officials slightly raised their median outlook for GDP growth in 2026 and projected modestly higher inflation next year. 

Fed Funds futures declined slightly following the Federal Reserve’s rate cut announcement. Before the meeting, the market had priced in an effective Fed Funds 
rate of 3.66% for December 10, 2025. After the announcement, the forecast edged down to 3.61%. Looking further out, the September 2026 rate projection fell 
from 2.99% to 2.85%, reflecting increased expectations for continued easing over the medium term. 

Updated CME Fed Funds Rate Probabilities 

 

 

 

 

 

 

 

 

Side-by-side comparison of the U.S. Federal Open Market Committee statements from September 17, 2025 and July 30, 2025. 
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