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Fed Cuts 25bps, Signals One Cut in 2026 

The Fed concluded its final FOMC meeting of 2026 with a third consecutive interest-rate cut. Leading into the meeting, and following recent dovish remarks from 
FOMC participants, the futures market had priced in a 97% probability of a 25-basis-point reduction. The market was correct: the Fed lowered the overnight rate to 
a range of 3.50%–3.75%, bringing the total decline to 1.75% since September 2024. 

Of the 12 voting members, nine supported the 25-basis-point cut, two dissented in favor of no change (Austan Goolsbee, Jeff Schmid), and one dissented for a 50-
basis-point cut (Stephen Miran). This marks the first time since 2019 that three officials dissented on a policy decision. These divisions underscore the ongoing 
debate over whether labor market weakness or persistent inflation poses the greater risk to the U.S. economy. 

The FOMC maintained its outlook for just one additional cut in 2026, with median projections calling for one cut in 2026 and one in 2027. However, the rate outlook 
remains deeply divided: seven officials favor holding rates steady throughout 2026, while eight support at least two cuts. Futures markets, by contrast, still project 
two 25-basis-point cuts in 2026 and none in 2027. 

Officials also upgraded their median GDP growth forecast for 2026 to 2.3% (up from 1.8% in September) and expect inflation to decline to 2.4% next year 
(previously 2.6%). 

In a notable shift from recent years, long-term rates are no longer expected to mirror short-term rate movements. The chart below illustrates the projected paths for 
Fed Funds futures and 10-year Treasury futures. By the end of 2026, the 10-year Treasury is expected to rise to 4.41% from its current 4.16%. If that occurs while 
the overnight rate falls by 50 basis points, the Treasury curve, after years of flat/inversion, would return to a more typical average steepness of roughly +140 basis 
points between the overnight rate and the 10-year Treasury. 
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Side-by-side comparison of the U.S. Federal Open Market Committee statements from December 10, 2025 and October 29, 2025. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
All content is for informational purposes only and should in no way be construed or interpreted as a solicitation to sell or an offer to sell advisory services or an offer to sell advisory services or products. 
 
Smith Shellnut Wilson, LLC is a registered investment adviser. Registration does not imply a certain level of skill or training. Information presented is for educational purposes only and does not intend to make an 
offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies. Investments involve risk and, unless otherwise stated, are not guaranteed.  Be sure to first consult with 
a qualified financial adviser and/or tax professional before implementing any strategy discussed herein. Past performance is not indicative of future performance. 
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