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Fed funds rate scenarios: Taylor rule estimations

Recent US inflation and unemployment, 3mMA: 2.5-2.8% headline/core PCE, 4.1% unemployment rate
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Sources: Fed, CBO, BEA, BLS;

—~
Taylor rule: FFR = 2 + inflation + 0.5(inflation - 2) + 0.5(output gap), using Okun's law with output gap = -2(unemployment gap); MACR\Q/BOND

see equation (1) in https://web.stanford.edu/~johntayl/Papers/Discretion.PDF, note no.5 in https://www.federalreserve.gov/newsevents/speech/yellen20150327a.htm
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Fed funds rate: futures-implied probabilities

Meeting Implied FFR 2.75-3 3-3.25 3.25-3.5 3.5-3.75 3.75-4 4-4.25
2025-05-07 21 %
2025-06-18
2025-07-30
2025-00-17
2025-10-29 1.2%
2025-12-10 0.3%
2026-01-28 24%  0.2%
2026-03-18 14%  0.1%
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Macroeconomic Effects of Funds Rate Shock

Federal Funds Rate 10-Year Treasury Yield
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