RK' Rahbar International

Wednesday, June 24th 2026

YOUR WORLD IN WORDS

US Fed Reserve to cutrates amid economic
uncertainty under second Trump term
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The USFederal Reserveisexpected toreduceitsbenchmark policyratebya quarter ofa

percentage point atthe end of its policy meeting Thursday, a decision thatmay seem a footnote

giventheuncertain economicterrain the central bank may soonbenavigating under a second


https://rahbarkisan.com/wp/us-fed-reserve-to-cut-rates-amid-economic-uncertainty-under-second-trump-term/

Trump administration. Former president and Republican nominee Donald Trump s return-to-
office victory in Tuesday’s US election and possible GOP control of both houses of Congress puts
into play policy changes from tariffs to tax cuts to stifled immigration that could rewrite the
outlook for economic growth and inflation Fed policymakers had expected to face next year. It
may take months for the proposals to evolve and work through Congress even under full
Republican control. Butbond yields continued their recentrise in the wake of Tuesday s results,
andinvestorsnow expect the Fed will end up cutting interestratesless than previously anticipated
astheytake stockofaneweconomicregime thatmaymean higher federal deficits, higher growth,
and higher inflation in the shortrun, and also come withlonger-termrisks. “You can see over
time, the direction of budget deficits, tariffs...canbecome a problem" forthe Fed tomanage, said
TSLombard Chief US Economist Steven Blitz. After having freerein toraise interest rates to fight
inflation in a strong economy, the centralbank may end up “'in second position” keeping up with
shiftsintrade and global capital flows triggered by administration policies, facing both rising
prices and pressure to keep unemploymentlow, Blitz said. Trump in his first term was openin
calling for low interestrates, eventually branding Fed Chair Jerome Powell an “enemy” because of
rate hikes he thought were unnecessarily stifling growth, a turbulent background to arelationship

thatwill be closelywatched in coming months. Trump promoted then-Fed Governor Powell to



leadtheFedin 2018, and Powell wasreappointed by President Joe Biden to a second term thatruns
through May 2026, which Powell hassaid he intends to complete. The Fed iswidely anticipated to
reduceitsbenchmarkpolicyrate by a quarter of a percentage pointon Thursdaytoarange
between 4.5% and 4.75%, a well-broadcast follow-up to the half-pointreduction approved in
September. Market confidence in whathappensnext, however, hasbegun to weaken, with the
Fednow expected to end its cutting cycle assoon asthe middle of next year with a policy rate
endinginthe 3.75%to 4% range. Thatis a full percentage point above the roughly 2.9% level Fed
officials projected as of September. Itis alsowell above the policy rate that caused Trump to erupt
againstthe Fed in his first term, when the Fed'sbenchmark rate peaked at around 2.4%. But
monetary policy hasbeen tightened and is being kept tight toreturn inflation to the centralbank’s
2% target—aprocessof " disinflation” the Fed feelsis not yet complete and which Trump may want
tosee continue given howbigarolerising prices played in the campaign. Yet theimpact of Trump’s
promised suite of economic policies could be difficult for the central bank to parse iftariffs start to
shift global supply patterns with an uncertainimpact on prices, growth and jobs, and various tax
cutsarerolled out with a similarly hard-to-predictimpacts onincomes, consumer demand, and
government deficits. Fed officials ahead of the election noted that they don 't set monetary policy in

reactionto proposalsfrom any administration, but take fiscal and regulatory decisions as a



“given” and only respond to the economic outcomes those decisions generate. They 've been here
with Trump before, raisingratesin 2018 as his tax cutsled to unexpectedly strong growth and,
from the Fed's perspective, rising inflation risk, and cutting them in 2019 as his tariffswars
dimmed global growth prospects. The Fed may cut on Thursday as expected, but “beyond this, the
outlookhasbecome murkier with the extentand timing of further cuts hinging onincoming data
and Trump s policy approach in 2025,” Macquarie economists David Doyle and Chinara Azizova

wrote on Wednesday.



