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Chart of the Week

Expectations of US Interest rate cuts by December 2025
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Sources: Momentum Global Investment Management, Bloomberg Finance L.P. as at 16 January 2025

What this chart shows

This week’s chart illustrates the market’s expectations for US interest rate cuts leading
up to the December 2025 Federal Open Market Committee meeting. In the lead up
to the US election, rate cut expectations had already tempered as investors began
pricing in the likelihood of Trump’s pro-growth and inflationary policies. Following
his victory, expectations tempered further due to his policy agenda, including fiscal
expansion and tariffs. However, last week’s US inflation print shifted sentiment again.
The December CPI report showed inflation rising to 2.9% year-on-year, above the
prior month’s reading of 2.7%, but the market latched onto signs of softer core inflation
which moved down slightly to 3.2% after being largely flat since June. As a result,
investors are now pricing in around 40bps of cuts by the end of 2025 across the eight
meetings, whereas prior to the reading and after a strong jobs report, they were less
optimistic and only pricing in 20bps of cuts.

Why this is important

The relationship between Trump’s policies and inflation creates a challenge for the
Fed. While tax cuts and looser regulation are likely to boost growth, these effects
may be partially offset by inflationary pressures from new tariffs and restrictive
immigration policies. Historically, these types of policies would force central banks to
maintain or tighten monetary policy to contain inflation. Market expectations for lower
rates in the US shifted substantially since August but now investors are betting that
cooling growth in other parts of the economy might prompt the Fed to ease policy.
This uncertainty leaves the Fed in a difficult position: will they prioritise containing
inflation, or will they pivot to support growth if economic data softens? Recent CPI
trends, particularly in core inflation, suggest a gradual disinflationary trend, but
risks remain. If upcoming inflation readings, such as core Personal Consumption
Expenditures, exceed expectations in the first half of the year, the Fed may need to
rethink its stance—and even entertain the conversation of additional rate hikes.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
HERERFBERLF

9th Floor, Centre Mark I

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have inferests, in any financial
product referred to in this email. Belvest
has policies designed to negate conflicts of
interest. Unless otherwise stated, this e-mail
is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise to buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.
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No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or fimeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This e-mail and any accompanying
atfachments are not encrypted and cannot
be guaranteed fo be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation to this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.



