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Fed Signals Rates to Stay Higher for Longer
Labor Market Cools, Reinforcing Policy Pause

President Announces Fed Chair Pick
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As expected, the Federal Reserve kept rates unchanged Data This Week

last week, continuing to signal a steady policy stance and
emphasizing that interest rates are likely to remain
unchanged until officials see clearer and more sustained
progress on inflation. While price pressures have eased,
particularly in goods, services inflation remains elevated,
reinforcing the Fed’s view that it is too early to begin
cutting rates. Policymakers have stressed patience and
data dependence, pushing market expectations for
easing further into the year and underscoring the central
bank’s intent to avoid reversing progress by moving too
quickly.

Labor-market conditions broadly support the Fed’s
cautious approach. Hiring has slowed, job openings have
declined, and wage growth has moderated, but layoffs
remain limited and unemployment has risen modestly.
These trends suggest cooling demand without a sharp
deterioration, aligning with the Fed’s goal of slowing the
economy enough to contain inflation while avoiding a
recession. As a result, officials see little urgency to adjust
policy, reinforcing expectations that rates will stay at
current levels in the near term. Futures are currenty
pricing in another cut in the June / July timeframe and a
second reduction in December.

Market attention has also shifted to President Trump’s
search for the next Federal Reserve chair, as investors
assess how potential leadership changes could influence
monetary policy over time. Commentary around possible
candidates has affected market pricing, with some
investors viewing the outcome as a factor in the future
direction and independence of the central bank. Friday
morning, the President announced Kevin Warsh as his
pick for the next Chair, after which the Treasury curve
steepened. Warsh, who was previously considered but
passed over for the Chair position, must first be
confirmed by the Senate. The start of the hearings may
be delayed until the current investigation into current
Fed Chair Powell is concluded.
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Securities offered through FNBB Capital Markets Division (“FNBB”). FNBB is a division First National Bankers Bank, member FDIC, and is registered with the SEC as a bank dealer and regulated by the OCC. Securities products are: NOT
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specific advice or recommendations. The market and economic data is historical and is no guarantee of future results. The information in this report has been prepared from data believed to be reliable, but no representation is being
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