
In less than 12 months, the UST yield curve has made a volatile transition from inversion to 
dis-inversion and rapid steepening. Elevated uncertainty at the front and long end of the 
curve has been driven by competing policy objectives across the geopolitical, monetary, 
fiscal, trade and regulatory arenas.

Source: (1-2) Federal Reserve. (3) Bloomberg. Data as of September 16, 2025. (4) Bloomberg. Data is September 18, 2024 to January 14, 2025. Fed funds is upper bound. 
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FOMC voting members & term expiry 

Three dissents at a FOMC meeting are highly unusual and have occurred only very rarely 
in Federal Reserve history, the last time being 1988.  If the Fed only cuts 25 bps at its 
September meeting, three dissents may follow from recent Trump appointee Stephen 
Miran, as well as two other Fed Governors with ambitions to replace Powell as Chair, 
Chris Waller and Michelle Bowman.

Three Dissents Are Very Rare in Fed History
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US Fed Funds rate (actual & market implied) 

Market view: Following weak US labor data in August, Fed Fund futures 
repriced for a more significant policy easing path, currently expecting 2-3 
Fed rate cuts by year-end 2025, and 5-6 cuts by year-end 2026.
Trump view: President Trump has been very vocal on expectations for 
immediate and substantial Fed rate cuts down to as low as the 1% 
area. Fed view: The Fed continues to emphasize a data dependent 
approach, balancing inflation risks and growth concerns.
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Fed funds and 10 year UST from September rate cut to January 2025 peak in UST yields 

Even if the Fed resumes its easing cycle at the September meeting, 10 year UST yields 
may rise anyway, especially if the rate cut is deemed to be politically driven. Between 
September and December 2024, the Fed cut policy rates 100 bps and the 10 year UST 
yield instead rose more than 100 bps over roughly the same period.  At the time, bond 
yields traded less on Fed policy, and more on the public policy expectations of a new 
President (i.e., pro-growth deregulation, fiscal expansion and hawkish trade policy - all of 
which are inflationary).

Even If the Fed Cuts, Rates May Rise

3.50%

5.50%

Sep-2024 Jan-2025

Sep 18: 
50 bps rate cut

Nov 7:
25 bps rate cut Dec 18:

25 bps rate cut

3.65%

4.79%

+115 bps

4.50%

September 18, 2024 - January 14, 2025
(First Fed rate cut to 10 yr UST yield peak)


