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Fed cuts rates by 25bps. Focus turns to the BoE

As expected, the Fed cuts rates by 25bps yesterday. The Fed funds target
range is now at 4.25-4.50%. Despite cutting rates though, the Fed struck
a hawkish tone when assessing the outlook. Notably, the Fed now sees
core-PCE inflation at 2.5% by the end of 2025. Furthermore, the median
projection is for just two rate cuts next year, compared to four cuts in
September. At the press conference, Chair Powell struck a hawkish tone
also. Overall, the final FOMC meeting of 2024 set the path for a slower
pace of rate cuts from in the US in 2025.

US futures contracts hardened markedly in the aftermath of the Fed
meeting outcome. Current pricing is for just 35bps worth of rate cuts
next year. Against this backdrop, US Treasury yields rose sharply by 10-
15bps along the curve, while equity markets nose-dived, with the S&P
down by 2.9% on the day. Meantime, the dollar was firmly in the
ascendancy on currency markets.

Before the Fed policy announcement, the euro was under some
downward pressure. The single currency lost some ground as the final
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