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Expectations for the June Federal Reserve Meeting

Introduction

The Federal Open Market Committee (FOMC) meeting scheduled for June 17-18, 2025,
is a critical event for shaping U.S. monetary policy, particularly in light of recent
economic developments and uncertainties surrounding trade policies and inflation.
The Federal Reserve, tasked with the dual mandate of achieving maximum
employment and maintaining price stability, has maintained a cautious stance in
2025, with the federal funds rate held steady at 4.25% to 4.50% since the beginning of
the year (Board of Governors of the Federal Reserve System, 2025a). This report
analyzes expectations for potential policy changes at the June 2025 meeting, drawing
on recent economic data, FOMC statements, and market analyses. It focuses on the
likelihood of interest rate adjustments, balance sheet policies, and the broader
economic context influencing these decisions.

Current Economic Context

Recent economic indicators suggest that the U.S. economy is expanding at a solid but
moderating pace. The unemployment rate has stabilized at approximately 4.2%,
indicating a resilient labor market despite some cooling from 2022 levels (Board of
Governors of the Federal Reserve System, 2025b; Kiplinger, 2025). Inflation, however,
remains a concern, with core Personal Consumption Expenditure (PCE) inflation
projected at 2.8% for 2025, slightly above the Fed’s 2% target (J.P. Morgan, 2025a). The
introduction of significant tariffs under the Trump administration has heightened
inflation expectations, with Federal Reserve Chair Jerome Powell noting that these
policies are likely to generate a temporary rise in inflation and slower economic
growth (Board of Governors of the Federal Reserve System, 2025c¢).
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Market sentiment, as reflected in posts on X and analyst reports, indicates a strong
consensus that the Fed will maintain the current federal funds rate range at the June
meeting. The CME Group’s FedWatch tool suggests a 99.9% probability of no rate
change in June, with expectations for potential cuts shifting to September or later
(Kiplinger, 2025; @charliebilello, 2025). This cautious approach stems from
uncertainties around the economic impact of tariffs, which could exacerbate
inflationary pressures while simultaneously risking slower growth (U.S. Bank, 2025).

Expectations for Interest Rate Policy

The FOMC'’s decision to hold rates steady at 4.25%-4.50% in the March and May 2025
meetings reflects a “wait-and-see” approach, as articulated by Fed Chair Powell (J.P.
Morgan, 2025b). Analysts widely expect this stance to continue at the June meeting,
driven by the need for greater clarity on the effects of trade policies and retaliatory
measures from trading partners (Reuters, 2025). Governor Adriana Kugler
emphasized the priority of keeping inflation in check, noting that recent rises in
goods and services inflation may be anticipatory responses to tariffs (Reuters, 2025).
This suggests that the FOMC is unlikely to pursue rate cuts in June, as premature
easing could risk unanchoring inflation expectations.

Market participants and economists, including those at Deutsche Bank, anticipate
that the FOMC’s updated Summary of Economic Projections (SEP) in June will
reflect a cautious outlook, potentially revising down GDP growth projections to
around 1.3% from 1.7% and increasing inflation forecasts to 3.0% (Kiplinger, 2025).
The “dot plot” from the March meeting indicated expectations for only two quarter-
point rate cuts in 2025, and analysts expect this to be further reduced to one or two
cuts, likely in September or December (Kiplinger, 2025; @charliebilello, 2025). This
reflects the Fed’s focus on balancing the risks of higher inflation against potential
economic slowdown.

Balance Sheet and Quantitative Tightening

The FOMC has been actively managing its balance sheet, with quantitative
tightening (QT) ongoing since June 2022. In April 2025, the Fed reduced the monthly
cap on U.S. Treasury securities redemption from $25 billion to $5 billion, signaling a
slower pace of balance sheet runoff (J.P. Morgan, 2025a).



Recent FOMC minutes indicate that the committee is considering further
adjustments, potentially pausing or ending QT by June 2025, as the balance sheet
approaches $6.4 trillion (Board of Governors of the Federal Reserve System, 2025b;
@martypartymusic, 2025). This decision is influenced by concerns about reserve
levels and potential volatility in money markets, particularly with the looming
reinstatement of the debt ceiling in 2025 (Board of Governors of the Federal Reserve
System, 2025d).

The Desk’s surveys suggest that market participants expect the end of balance sheet
runoff by January 2026, but some analysts speculate that the FOMC may announce a
pause in June to mitigate risks associated with the debt ceiling and to maintain
ample reserves (Board of Governors of the Federal Reserve System, 2025b). Such a
move would align with the Fed’s goal of ensuring financial stability while
navigating uncertain economic conditions.

Broader Policy Considerations

The June meeting will also feature discussions on the Fed’s monetary policy
framework, particularly regarding the price-stability component of its dual
mandate. The FOMC has been reviewing its strategy, tools, and communications,
with a focus on adapting to persistent inflationary pressures (Board of Governors of
the Federal Reserve System, 2025b). Governor Christopher Waller’s recent remarks
suggest that tariffs are not expected to create a sustained inflation problem, but the
FOMC remains vigilant about anchoring long-term inflation expectations (Board of
Governors of the Federal Reserve System, 2025e).

Additionally, political pressures, including President Trump’s calls for rate cuts and
his intention to replace Chair Powell, may influence the Fed’s public
communications, though Powell has emphasized that monetary policy decisions
will remain data-driven and non-political (Board of Governors of the Federal
Reserve System, 2025f). The June press conference and updated SEP will be closely
watched for signals on how the Fed balances these pressures with its economic
objectives.



Conclusion

Expectations for the June 2025 FOMC meeting point to a continuation of the current
federal funds rate range of 4.25%-4.50%, reflecting the Fed’s cautious approach
amid uncertainties from trade policies and inflationary pressures. The committee
is likely to maintain its “wait-and-see” stance, with potential rate cuts delayed until
later in 2025. Discussions around balance sheet policy may lead to an
announcement of a pause in quantitative tightening to ensure financial stability.
The updated SEP and Chair Powell’s press conference will provide critical insights
into the Fed’s outlook, particularly regarding inflation and economic growth
projections. As economic uncertainties persist, the FOMC’s data-dependent
approach will remain central to its policy decisions.
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