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Fed Cuts Rates Quarter Point, Sets End to Balance-Sheet Runoff 

The Federal Reserve lowered its benchmark interest rate by 25 basis points for the second consecutive meeting, a move intended to provide support for a 
softening labor market. Fed officials also announced plans to halt the shrinking of the central bank’s balance sheet effective December 1. This marks a shift in the 
Fed’s quantitative tightening strategy, as policymakers seek to preserve liquidity in financial markets amid signs of tighten ing conditions. 

In Wednesday’s post-meeting statement, Fed policymakers repeated their assessment that “job gains have slowed” and said “risks to employment rose in recent 
months.” Officials characterized economic growth as “moderate” and said inflation “has moved up since earlier this year and remains somewhat elevated.” 

The Federal Open Market Committee voted 10-2 to lower the target range for the federal funds rate by a quarter percentage point to 3.75-4.00%. Fed officials on 
both ends of the policy spectrum opposed the decision, with one dissenting in favor of a half-point reduction and the other preferred not to cut rates at all. Fed 
officials remain divided over how much more to ease. Several policymakers have cautioned against lowering borrowing costs too rapidly within inflation still 
running above the Fed’s 2% target. 

The Fed’s statement acknowledged that an ongoing government shutdown has limited their access to economic data. In describing the labor market, officials 
referenced the unemployment rate ‘through August.” Policymakers did, however, receive a delayed report last week on CPI, which showed underlying inflation 
rising in September at the slowest pace in three months. The figures were likely welcomed by officials worried about price pressures, but still showed core inflation 
rose 3% from a year earlier, well above the Fed’s target. 
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Side-by-side comparison of the U.S. Federal Open Market Committee statements from October 29, 2025 and September 17, 2025. 
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