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FOMC Meeting: The Fed held rates steady after 3 consecutive rate cuts

e The Fed voted 10:2 to hold interest rates unchanged at 3.50-3.75% in January.
e Powell signalled cautious optimism regarding the US economic outlook.
e Markets will closely monitor the White House's pick to succeed Powell.

The Fed voted 10:2 to hold rates steady after 3 consecutive rate cuts. During its January meeting,
the Federal Open Market Committee (FOMC) voted to hold the federal funds rate at a range of
3.50-3.75%. The committee remained divided, with Fed Governors Stephen Miran and Christopher
Waller dissenting, both preferring a 25-basis point (bp) rate cut. The decision was widely expected
before the meeting. Compared to the December meeting, the post-meeting statement removed
references to downside risks to employment and added that “the unemployment rate has shown
some signs of stabilization". This upbeat revision could signal reduced urgency to cut rates unless
there is further weakening in the labour market. Additionally, the statement upgraded its
assessment of economic activity from "expanding at a moderate pace" to "expanding at a solid
pace", reflecting a positive assessment of growth amid robust GDP data, despite lower job gains.

Powell signals cautious optimism regarding the US economic outlook. Powell's press conference
reinforced the message that interest rates are within a plausible range of neutral estimates, and
that monetary policy decisions will be made on a meeting-by-meeting basis. Notably, he described
existing monetary policy as "in a good place," noting that the economy continued to grow at a solid
pace, with resilient consumer spending and a labour market that has cooled without weakening
sharply. Powell also acknowledged that tariff-related price pressures appear to have peaked, which
could help inflation drift lower without additional policy moves. On the issue of reserve
management, there was no update regarding the Fed's resumption of asset purchases. Lastly,
Powell explained his attendance at the Supreme Court hearing on the Lisa Cook case last week,
saying he thought it was appropriate given the case's significance as perhaps the most important
legal challenge in the Fed's 113-year history.
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Markets will closely monitor the White House's pick to succeed Powell. With Jerome Powell's
term as Fed Chair ending on 15 May 2026, questions arose about his potential successor and
whether he plans to remain as a Fed governor. However, Powell did not provide any details on these
matters. Recently, Blackrock's Rick Rieder has emerged as a prominent contender, alongside
former Fed governor Kevin Warsh and current Fed governor Christopher Waller. Kevin Hassett,
once seen the frontrunner, has seen his prospects fade after Trump indicated a preference to
retain him at the National Economic Council. This transition carries significant implications for the
Fed's decision making going forward.

Looking ahead, the rate cut cycle is likely to remain intact. With inflation projected to ease further,
the Fed will have additional room to implement further rate cuts. After the January meeting, major
banks in Hong Kong decided to leave their prime rates unchanged, as they are already at historical
lows. Meanwhile, HIBORs have held steady recently, indicating stable liquidity conditions.
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This material is prepared by The Bank of East Asia, Limited ("BEA") for customers' reference only. The content is
based on information available to the public and reasonably believed to be reliable, but has not been independently
verified. Any projections and opinions contained herein are expressed solely as general market commentary, and do
not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or guaranteed
return in respect of such an offer. The information, forecasts, and opinions contained herein are as of the date
hereof and are subject to change without prior notification, and should not be regarded as any investment product
or market recommendations. This material has not been reviewed by the Securities and Futures Commission of
Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in Hong Kong.

BEA will update the published research as needed. In addition to certain reports published on a periodic basis, other
reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns contained in this material, and no liability is accepted for any
loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or
other aspects). Investment involves risks. The price of investment products may go up or down, and may become
valueless. Past performance is not indicative of future performance. The investments mentioned in this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipient are not considered. Therefore, you should not make any investment decisions based
solely on this material. You should make investment decisions based on your own investment objectives, investment
experience, financial situation, and specific needs; if necessary, you should seek independent professional advice
before making any investment.

This material is the property of BEA and is protected by relevant intellectual property laws. Without the prior written
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published,
broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any
media platforms that exist now or are developed later.

For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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