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Expectations for Policy Changes from the Federal Reserve
Board of Governors' July 2025 Meeting
Executive Summary

The Federal Open Market Committee (FOMC) meeting scheduled for July 29-30, 2025,
is anticipated to be a critical juncture for U.S. monetary policy, with market
participants and economists closely monitoring potential adjustments to the federal
funds rate, balance sheet policies, and forward guidance. Recent economic indicators
suggest a complex environment characterized by solid economic growth, low
unemployment, and elevated inflation pressures, partly driven by trade policy
uncertainties such as tariffs. While the FOMC has maintained the federal funds rate
at 4.25% to 4.50% since December 2024, there is growing speculation about a potential
rate cut in July 2025, influenced by rising economic risks and statements from key
Federal Reserve officials, notably Governor Christopher J. Waller. This report
analyzes expectations for policy changes, drawing on recent FOMC statements,
economic projections, and market sentiments, while critically examining the
implications of these potential shifts.

Economic Context and Recent Policy Stance

The U.S. economy in mid-2025 is marked by robust growth, with recent FOMC
statements indicating that economic activity has expanded at a solid pace, supported
by stable labor market conditions and a low unemployment rate. However, inflation
remains above the Federal Reserve’s 2% target, with core Personal Consumption
Expenditures (PCE) inflation projected at 3.1% for 2025, up from earlier estimates of
2.8%. This inflationary pressure is attributed to trade policies, particularly tariffs,
which have introduced upside risks to inflation while posing downside risks to
economic growth and employment.
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At its June 2025 meeting, the FOMC maintained the federal funds rate at 4.25% to
4.50%, reflecting a cautious approach amid heightened economic uncertainty. The
Committee’s projections suggested two 25-basis-point rate cuts in 2025, though
market expectations and some FOMC participants have signaled a potential pause in
rate adjustments if inflation persists. The FOMC also slowed the pace of its balance
sheet runoff, reducing the monthly cap on Treasury securities redemption from $25
billion to $5 billion starting in April 2025, indicating a gradual approach to
quantitative tightening.

Expectations for the July 2025 Meeting

1. Federal Funds Rate

Market expectations for the July 2025 meeting are mixed, with a significant focus on
a potential 25-basis-point rate cut, reducing the federal funds rate to 4.00%-4.25%.
This expectation is driven by recent comments from Governor Christopher J.
Waller, who advocated for a rate cut at the July meeting, citing rising risks to
economic growth and the job market. Waller emphasized that additional cuts may be
necessary if inflation remains controlled and economic growth weakens.

However, the FOMC minutes from June 2025 revealed that some participants believe
no rate cuts may be appropriate in 2025 if inflation remains elevated, reflecting a
divergence in views within the Committee. The FOMC’s cautious stance is further
supported by Chair Jerome H. Powell’s remarks in June 2025, which highlighted the
need for further clarity on tariff impacts and the economy’s trajectory before
adjusting policy. Powell noted that the cost of waiting for additional data is low given
the economy’s solid backdrop.

Market surveys, such as those conducted by the Federal Reserve Bank of New York,
indicate that most participants expect the federal funds rate to remain unchanged in
July, with a 25-basis-point cut anticipated in September 2025. This aligns with
futures and options pricing, which suggests a slower pace of easing in 2025 compared
to earlier expectations.
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The FOMC'’s decision to slow the pace of balance sheet runoff in March 2025 has set
expectations for continued gradual reduction in securities holdings. The Committee noted
that reserves remain above $3.2 trillion, and there are no immediate concerns about
reserve scarcity. However, the potential reinstatement of the debt ceiling in 2025 could lead
to shifts in Federal Reserve liabilities, potentially affecting reserve conditions and the
usage of the overnight reverse repurchase agreement (ON RRP) facility. Market
participants expect ON RRP volumes to rise due to declining Treasury bill issuance and
year-end dynamics, but no significant changes to balance sheet policy are anticipated for
July.

2. Balance Sheet Policy

3. Forward Guidance and Economic Projections

The FOMC’s forward guidance is expected to remain data-dependent, with the
Committee continuing to monitor labor market conditions, inflation expectations,
and international developments, particularly tariff-related impacts. The June 2025
Summary of Economic Projections lowered the GDP growth forecast to 1.4% for 2025
(from 1.7% in March) and raised core PCE inflation to 3.1%, signaling concerns about
a potential stagflationary scenario.

For the July meeting, analysts expect updated projections to reflect ongoing
uncertainties, particularly around trade policies. Chair Powell’s comments suggest
that the FOMC will maintain flexibility, with the possibility of maintaining a
restrictive policy if inflation persists or easing if economic growth falters. The
Committee’s focus on balancing its dual mandate of maximum employment and
price stability will likely shape its messaging, with an emphasis on avoiding
entrenched inflation while supporting labor market resilience.

4. Other Policy Considerations

The Federal Reserve is also addressing supervisory and regulatory frameworks, as
evidenced by the planned July 22, 2025, conference on large bank capital
requirements. While not directly tied to monetary policy, discussions on capital
frameworks could influence financial stability considerations, indirectly affecting
the FOMC'’s policy stance. Additionally, the Fed Listens initiative and speeches by
Governors Waller, Cook, and Kugler in July 2025 underscore the Fed’s commitment
to stakeholder engagement and assessing broader economic impacts, which may
inform the Committee’s deliberations.
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Critical Analysis

The Federal Reserve faces a challenging environment in July 2025, with trade policy
uncertainties complicating its dual mandate. The potential for a rate cut, as
advocated by Governor Waller, contrasts with the Committee’s cautious approach,
reflecting internal debates about the appropriate policy path. Critics argue that
premature rate cuts could exacerbate inflation, particularly if tariff-driven price
increases persist, while delaying cuts could risk stifling growth if economic activity
weakens. The FOMC'’s data-dependent approach, while prudent, may lead to market
volatility if guidance remains ambiguous. Furthermore, the balance sheet runoff
strategy, while cautious, must navigate potential liquidity constraints arising from
debt ceiling dynamics.

Conclusion

The July 2025 FOMC meeting is poised to be a pivotal moment for U.S. monetary
policy, with expectations leaning toward a potential 25-basis-point rate cut, though
a hold remains plausible given persistent inflation and mixed economic signals. The
FOMC'’s forward guidance will likely emphasize flexibility, with updated economic
projections reflecting ongoing trade policy impacts. Policymakers must balance the
risks of inflation and economic slowdown, making the July meeting a critical test of
the Federal Reserve’s ability to navigate a complex economic landscape.
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Dislcosures:

Adviser believes that the content provided by third parties and/or linked content is reasonably
reliable and does not contain untrue statements of material fact, or misleading information.
This content may be dated.

The opinions expressed herein are those of the firm and are subject to change without notice.
The opinions referenced are as of the date of publication and are subject to change due to
changes in the market or economic conditions and may not necessarily come to pass. Any
opinions, projections, or forward-looking statements expressed herein are solely those of
author, may differ from the views or opinions expressed by other areas of the firm, and are
only for general informational purposes as of the date indicated.

Roan Capital Partners is a registered investment advisor located in the State of Tennessee. The
information presented is for educational purposes only and does not intend to make an offer
or solicitation for the sale or purchase of any specific securities, investments, or investment
Strategies. Investments involve risk and, unless otherwise stated, are not guaranteed. Be sure
to first consult with a qualified financial adviser and/or tax professional before implementing
any strategy discussed herein. Past performance is not indicative of future performance.



