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2025 Rate Cut Outlook: What’s Keeping the Fed on Hold? 
 

In recent years, the Federal Reserve carried out one of the fastest rate-hiking campaigns in history to bring inflation down 
from a multi-decade high. After holding rates high for over 12 months, the central bank started its current rate-cutting cycle 
in late 2024, lowering rates by a total of -1% between September and the end of December. Where do things stand now? 
The central bank has two main objectives: (1) price stability, meaning low and stable inflation, and (2) full employment, 
which refers to conditions that create new jobs and keep unemployment low. The charts below show that the balance 
between those two goals has shifted in early 2025. 

The chart on the left graphs the year-over-year change in the Consumer Price Index (CPI), which measures the change in 
price for a basket of goods and services. It shows that inflation progress has slowed. In January 2025, CPI rose by +0.5% 
from the previous month, the largest increase since August 2023. This caused the annual inflation rate to rise to +3.0% 
compared to December’s +2.9%. While inflation has fallen significantly from its mid-2022 peak of around 9%, progress has 
stalled, with CPI hovering around 3% since late 2023. This recent data has added to concerns that inflation could remain 
above the Fed’s 2% target for an extended period. 

The chart on the right graphs the U.S. unemployment rate, revealing a labor market that remains strong by historical 
standards. In January, unemployment fell by -0.1% to 4.0%, the lowest since May 2024. Monthly job growth totaled 
+143,000, a slowdown from the post-pandemic hiring boom but indicative of steady labor demand. Additionally, job 
revisions for November and December 2024 were positive, with the U.S. adding +100,000 more jobs than initially reported. 
While the Fed cited rising unemployment as a reason to start cutting in 2024, recent data suggests the labor market isn’t 
weakening as much as previously thought. 

The latest CPI and unemployment reports underscore the complex economic landscape facing the Fed and the market. The 
central bank began cutting rates in 2024 as its focus shifted from reducing inflation to supporting the labor market. 
However, with inflation progress stalling and the labor market holding firm, many believe the Fed will pause its rate-cutting 
cycle until there is more clarity on both fronts. Reflecting this shift, the Fed held interest rates steady at its January 2025 
meeting after three consecutive cuts from September to December 2024. Fed Chair Jerome Powell has also signaled a more 
patient approach, stating, "We don't need to be in a hurry" to adjust rates given current economic conditions. Market 
expectations have adjusted accordingly, with the next rate cut now anticipated in June 2025.  

 

 

 
 
 
 
 
 
 
 
 

FIGURE 1 – Consumer Price Index (CPI % Year-over-Year Change) FIGURE 2 – U.S. Unemployment Rate

Source: Bureau of Labor Statistics (seasonally adjusted). January 2021 to January 2025. Source: Department of Labor (seasonally adjusted). January 2021 to January 2025.
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Firm Disclosures  
 
PUREfi Wealth, LLC ("PUREfi") is a registered investment adviser with the Securities and Exchange 
Commission. Any reference to the terms “registered investment adviser” or “registered” does not imply that 
PUREfi or any person associated with PUREfi has achieved a certain level of skill or training. A copy of PUREfi’s 
current written disclosure statement discussing our advisory services and fees is available for your review 
upon request.  
 
The information provided is for informational purposes only and advisers should determine for themselves 
whether a particular service or product is suitable for their clients’ investment needs.  
 
The information contained herein should not be construed as an attempt to sell or solicit any products or 
services of PUREfi or any investment strategy, nor should it be construed as legal, accounting, tax or other 
professional advice. This material is proprietary and may not be reproduced, transferred, modified or 
distributed in any form without prior written permission from PUREfi. PUREfi reserves the right, at any time 
and without notice, to amend, or cease publication of the information contained herein.  
 
Certain information contained herein has been obtained from third-party sources and has not been 
independently verified. It is made available on an "as is" basis without warranty. Any strategies or investment 
programs described in this presentation are provided for educational purposes only and are not necessarily 
indicative of securities offered for sale or private placement offerings available to any investor. The views 
expressed in the referenced materials are subject to change based on market and other conditions. This 
document contains certain statements that may be deemed forward-looking statements. Please note that any 
such statements are not guarantees of any future performance; actual results or developments may differ 
materially from those projected. Any projections, market outlooks, or estimates are based upon certain 
assumptions and should not be construed as indicative of actual events that will occur.  
 
Historical performance results for investment indices and/or product benchmarks have been provided for 
general comparison purposes only, and do not include the charges that might be incurred in an actual 
portfolio, such as transaction and/or custodial charges, investment management fees, or the impact of taxes, 
the incurrence of which would have the effect of decreasing historical performance results. 
 

 


