
  

The Federal Reserve will hold its final meeting of the year next week, with voting members 
more divided than usual as they begin the two-day meeting. Officials are focused on data 

related to the Fed’s dual mandate – maximum employment and stable prices – with 

officials weighing the risks to each in different ways. For example, San Francisco Fed 

President Mary Daly supports a cut, emphasizing emerging softness in the labor market. 

By contrast, Boston Fed President Susan Collins sees “no urgency” for action, noting 
restrictive policy may help with still firm inflation. In some ways, a diversity of thinking – 

and healthy, well-informed debate – can be good, perhaps lowering the chances of policy 

error. At present, futures markets point to a quarter-point cut. 

THE TAKEAWAY: A DIVERSITY OF THINKING AND A HEALTHY DEBATE 

Data shows a softening job market and still firm inflation, leading to a wide range of 

views among Fed officials. In summary: 

• The Fed has a dual mandate: stable prices and maximum employment. 

• The labor market is cooling, not collapsing, and remains tight by historical 
standards. 

• Inflation is easing modestly and is still above the Fed’s long-run 2% target. 

• Inflation expectations remain well anchored. 

• Fed Chair Jerome Powell has described “strongly differing views” among 
policymakers. 

• Officials are divided on timing, not direction, as most see a path to lower rates. 

• Fed funds futures have swung widely in recent weeks, now signaling a cut next 
week. 
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IN-DEPTH: A DIVERSITY OF THINKING AND AN ANTICIPATED DEBATE WITH A FOCUS ON 
THE FED’S DUAL MANDATE 

Data around the Fed’s dual mandate shows a softening job market and still firm inflation, supporting a wide range 
of views among Fed officials. Going deeper: 

• The Fed set policy to manage the risks and opportunities around its dual mandate: 
o Stable prices, with a target of 2% inflation over time. 
o Maximum employment, a labor market not overheating or softening unnecessarily. 

• The labor market is cooling, but not collapsing… and it remains tight by historical standards: 
o Nonfarm payrolls rose 119,000 in September, but the six-month average is 58,500. 
o The unemployment rate edged up to 4.4%, a level still associated with full employment. 

• Inflation has been easing modestly and remains above the Fed’s long-run 2% target. For example: 
o The Core Personal Consumptions Expenditures Index (Core PCE) – closely watched by the Fed – 

rose 2.8% over the last year, well below peak levels of 5.6% in 2022 
o Three-month annualized Core PCE is 2.6%, above the 2-2.5% range. 

• Inflation expectations – also important to the Fed – remain well anchored: 
o Breakeven rates – a measure of investor expectations – sit at 2.2% for the next 5-10 years. 
o Some consumer expectations measures show medium-term views clustered between 2%-3%. 

• Chair Powell has described “strongly differing views” among policymakers, seen by: 
o Mary Daly, President of the San Francisco Fed, has said she "supports lowering interest rates," 

citing a "vulnerable labor market." 
o Susan Collins, President of the Boston Fed, sees "no urgency" to lower rates at this meeting. 

• Officials appear divided on timing, but not direction, as most see a path to lower rates over time: 

o September and October Fed meeting minutes show “most” officials anticipate additional cuts 
over time if inflation continues to cool. 

o The latest Fed Summary of Economic Projections (SEP) shows Fed officials, on average, expect 
federal funds rate declines in 2026, and again in 2027. 

• Fed funds futures, which have swung widely in recent weeks, are now signaling a cut next week: 

o The probability of a quarter-point cut next week fell to about 30% on November 19. 
o But that probability now hovers in the 80%-90% range. 

CONCLUSION 

As the Fed holds its final 2025 meeting next week, officials are more divided than usual, representing a diversity 
of thinking and signaling the strong likelihood of a healthy debate. The focus remains, as it should be, on the 
Fed’s dual mandate – maximum employment and stable prices – with officials weighing the risks to each. And, 
while we’ve seen futures markets sing dramatically in recent weeks, probabilities point to a quarter-point cut, but 

more muted action in 2026. 
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or 

statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein.  Opinions expressed are subject to change without 
notice and do not take into account the particular investment objectives, financial situation, or needs of individual investors.  There is no guarantee that the 

figures or opinions forecasted in this report will be realized or achieved.  Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times, 
release written or oral commentary, technical analysis, or trading strategies that differ from the opinions expressed within.   
 

Asset allocation and diversification do not ensure a profit and may not protect against loss.  There are special considerations associated with international 
investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets may involve greater risk and volatility 

than investing in more developed countries.  Due to their narrow focus, sector-based investments typically exhibit greater volatility.  Small company stocks 
are typically more volatile and carry additional risks, since smaller companies generally are not as well established as larger companies.  Property values can 

fall due to environmental, economic, or other reasons, and changes in interest rates can negatively impact the performance of real estate companies.  When 

investing in bonds, it is important to note that as interest rates rise, bond prices will fall. Investing involves risks, including the possible loss of principal 
invested. Past performance is no guarantee of future results. The Standard & Poor’s 500 index is a capitalization-weighted index that is generally considered 

representative of the U.S. large capitalization market.  The Dow Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on 
the New York Stock Exchange (NYSE) and the NASDAQ.  The DJIA was invented by Charles Dow back in 1896.  The MSCI EAFE index (Europe, Australasia, and 

the Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding 

the U.S. and Canada.  VIX is a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the implied 
volatility of S&P 500 index options. Index returns include the reinvestment of dividends but do not include adjustments for brokerage, custodian, and 

advisory fees. The small business optimism index is compiled from a survey that is conducted each month by the National Federation of Independent 
Business (NFIB) of its members.  The index is a composite of ten seasonally adjusted components based on questions on the following: plans to increase 

employment, plans to make capital outlays, plans to increase inventories, expect economy to improve, expect real sales higher, current inventory, current job 

openings, expected credit conditions, now a good time to expand, and earnings trend. Indices are unmanaged and are not available for direct investment. 
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