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On hold with hawkish dissent 

The Fed left interest rates unchanged at its meeting yesterday, as expected. Three members dissented against 
the maintained easing bias in the post-meeting statement, preferring a neutral stance.  

Powell to stay on Fed board 

In what was Jerome Powell’s last meeting as Fed chair, he said he will stay on the Fed board to defend the 
central bank against legal attacks from the White House. Together with the hawkish dissent noted above, 
incoming Fed chair Kevin Warsh is likely to find strong opposition to rate cuts, at least in the near term. 

 

The Fed kept interest rates unchanged at the end of its two-day meeting yesterday, as expected, maintaining the 
target range for the federal funds rate at 3.50-3.75%. There were two main takeaways from the meeting, both of 
which will contribute to making it almost impossible for incoming Fed chair Kevin Warsh to push for rate cuts in the 
near term. 

Moving towards a neutral stance 

First, a deeper split has opened on the FOMC. While Stephen Miran (former economic advisor to President Donald 
Trump and soon to be replaced on the Fed board by Warsh) repeated his dissent in favour of a 25bp cut, three FOMC 
members (Beth Hammack, Neel Kashkari and Lorie Logan), who voted to leave rates unchanged, dissented against 
maintaining an easing bias in the post-meeting statement. For these three members, it was no longer the case that 
the next move in rates was more likely to be down than up. The statement now characterised inflation as "elevated" 
instead of "somewhat elevated", adding "in part reflecting the recent increase in global energy prices". 

Powell to stay on as a Fed governor 

Second, yesterday was Chair Powell’s last Fed meeting as chair, as his term expires on 15 May. Also yesterday, the 
Senate Banking Committee approved Kevin Warsh’s nomination to Fed chair (paving the way for a vote in the full 
Senate to confirm him, which looks certain to be wrapped up in time for Warsh to be at the helm by the Fed’s next 
meeting in June). The big question for Powell was whether he will stay on as a governor or not (his term as governor 
does not expire until January 2028). In a break from tradition, Powell said yesterday he will continue to serve as a 
governor “for a period of time to be determined”. His reason for staying on the board is, he said, to defend against “a 
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series of legal attacks on the Fed, which threaten our ability to conduct monetary policy without considering political 
factors”. He said he would not leave the board until the criminal investigation into him is “well and truly over”. Last 
week, the US Department of Justice said it would suspend a criminal investigation into Powell’s testimony to congress 
on Fed building work overruns. But Powell said he would stay on as a governor until the threats were fully and 
transparently resolved.  

Our view 

Our base case is that the Fed will cut rates once at the end of this year, as upward effects on inflation from tariffs 
and energy prices start to fade, opening the door for Warsh to partly deliver on Trump’s demand for lower rates. We 
see the risks skewed towards no cuts. The economy does not need lower rates, and we estimate that the neutral 
nominal federal funds rate is around 3.5%.  
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Legal Notices 

Glossary 
Terms used in the report are available on our website: Our glossary. 

Marketing Communication 
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and 
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of 
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even 
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an 
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead 
of the dissemination of investment research. 

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or 
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest. 
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all 
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable 
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and 
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry 
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own 
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation. 
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also 
be noted that:   

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results. 

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly 
according to changes in exchange rates and have an undesirable effect on the profitability of the investment. 

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the 
event of bankruptcy of the issuer, the investor may lose the entire capital. 

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at 
the time of sale up to the entire capital invested. 

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable 
information on their value. 

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of 
the customer and may be subject to change in the future. 

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results. 

8. Diversification does not guarantee a profit or protect against a loss.  

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this 
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 

including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group unless 

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not 
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes 
without prior written authorisation from UniCredit Group unless if purposes of personal use only.   E 25/1 
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