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Expectations for This Week’s Federal Reserve Meeting

The Federal Open Market Committee (FOMC) is scheduled to hold its two-day
meeting on March 18–19, concluding with a policy statement and press
conference by Federal Reserve Chair Jerome Powell on Wednesday. This
meeting, the second of 2025, comes at a time of economic resilience, persistent
inflation, and emerging policy uncertainties. The Fed will consider several
pivotal issues as it shapes its monetary policy, with markets expecting rates to
remain steady but eager for clues about future moves.

Key Issues the Fed Will Consider

Interest Rate Decision1.
The federal funds rate, currently at 4.25%–4.50%, is anticipated to hold steady.
Following a 100-basis-point cut in late 2024, the Fed paused in January 2025 as
inflation remained above its 2% target, at 2.8% in February 2025 [1]. Strong
economic data, including a surprising 256,000 job gain in December 2024 and
unemployment at 4.2%, supports this stance [2]. Powell’s guidance will be key,
with markets eyeing potential rate cuts in mid-2025 if inflation cools further.

   2. Inflation Trajectory and Target Progress
Inflation’s slow descent remains a priority. Core PCE inflation, though
improved, has stagnated above 2% since mid-2024 [3]. The Fed will evaluate
whether high rates are still needed or if softening sectors like labor and housing
could ease pressures naturally. Proposed tariffs from the Trump
administration, potentially hiking import costs, complicate this outlook.
Powell has suggested the Fed might overlook temporary price spikes, but
sustained increases could shift policy [4].



   4. Economic Growth and Labor Market Health
The economy continues to expand robustly, driven by consumer spending and a
solid labor market. However, cooling signals—like declining job openings and
consumer sentiment—suggest a need to balance growth and inflation control
[5]. A rise in commercial paper outstanding hints at liquidity pressures that
lower rates might address, a factor the Fed will weigh [6].

   5. Quantitative Tightening (QT) Adjustments
The Fed may signal changes to its balance sheet runoff, or QT, which has
tightened financial conditions. With reserves possibly nearing critical levels
amid a pending debt ceiling resolution, some FOMC members advocate pausing
QT to prevent money market volatility [7]. Easing QT could support asset prices
and weaken the dollar, though it risks fueling inflation if overdone.

   6. Trade Policy and External Risks
Trump’s tariff proposals targeting Canada, Mexico, and China introduce
uncertainty. These could raise costs and inflation, offsetting disinflationary
gains, while deregulation might boost growth [8]. The Fed will assess these “net
effects,” with Powell emphasizing long-term inflation expectations and tariff
scale as critical variables [9].

Market Implications and Fed Guidance
Markets expect a cautious Powell, reiterating no rush to adjust policy. The
FOMC’s updated economic projections will shed light on 2025 forecasts for
growth, inflation, and rates [10]. A hawkish tone could lift Treasury yields and
the dollar, while dovish hints—like QT easing—might boost equities. Volatility
is possible if guidance deviates from expectations of two to three cuts by year-
end.
Conclusion
The March 18–19 FOMC meeting will test the Fed’s ability to navigate a strong
economy, stubborn inflation, and trade-related uncertainties. With rates likely
unchanged, attention will center on Powell’s signals about inflation, QT, and
policy risks. These decisions will guide market expectations and economic
trajectories through 2025.
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