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What could a Warsh-led
Fed mean for markets?

On 30 January 2026, Donald Trump tapped Kevin Warsh — a former Fed
governor between 2006 and 2011, and prominent policy hawk in a few past
episodes — to take over from Jerome Powell as the US Federal Reserve Chair
when Powell's term ends in May.

With markets digesting the implications of Warsh’s nomination and his recent
statements, we turned to Alessia Berardi, Head of Global Macroeconomics, for
her take on how investors are reading the news, the main themes emerging
from Warsh’s communications, and what might lie ahead for Fed policy as the
economic outlook continues to shift.

Alessia, how would you characterise Kevin Warsh's policy stance based on
his past speeches and the current economic environment?

Having followed Kevin Warsh’s communications over time, it's clear he has
historically prioritised inflation control over growth targets, frequently criticising
quantitative (QE) and suggesting that the Fed has, at times, exceeded its
monetary remit. His recent statements acknowledge that the current strength of
the US economy is rooted in an innovation-led cycle, with growth fuelled by
productivity gains from unprecedented technological advances. In addition,
this is supporting stronger growth with limited inflationary pressure,
therefore justifying the ongoing normalisation of rates.

Given this background, a Warsh-led Fed is likely to continue the ongoing
cycle in line with what economic fundamentals justify. Another key factor to
look at is also whether Powell remains on the Federal Open Market Committee
(FOMCQ), as each vote carries equal weight and could influence the committee’s
direction.

While we continue to assess both opportunities and challenges presented
by AL the US economy’s strength remains uneven.

Turning to markets, how have they reacted to Warsh’s nomination?

Under Warsh, the Fed is perceived by the market as less aggressively dovish
than expected before the nomination. Compared to the other names on
Trump’s shortlist, Warsh appears the least dovish option, shifting the
distribution of outcomes toward fewer or slower cuts, less appetite for re-
accelerating balance-sheet expansion, eventually resulting in higher term
premia. That could imply tighter financial conditions over time, even though he
has also publicly pushed for lower rates recently.

Immediate market moves have reflected less uncertainty around the Chair
appointment and a return to greater orthodoxy in monetary policymaking. The
reduced uncertainty has impacted the speculative and crowded positions in
precious metals, accumulated during January in gold and even more in silver;
while the perception that a Warsh Fed would be less inclined to support markets
with rapid cuts or new QE in response to volatility yields, has supported the
dollar; yields have risen, while equities have fallen.
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“Warsh has
historically prioritised
inflation control, but
today’s productivity-
led growth could
allow easing to
continue cautiously,
and only as
fundamentals

justify.”
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All in all, it is fair to say that the short end of the curve appears more anchored
than before with more limited downside risk.

So, what are your expectations for the Fed?
“We expect the Fed to
remain cautious and
data-dependent, with
any cuts likely to
come over the
summer — provided
there is clear and
sustained evidence of
disinflation.”

The jury is out about what a Fed under Warsh is going to do, given that his views
may have evolved alongside the economic and political regime shifts we all
acknowledge. However, he seems to recognise that the current US
momentum is driven by innovation and supply-side growth and the
absence of inflation pressure continues to support the case for rate cuts
that we now expect in the second half of the year.

There's been speculation about whether Warsh might favour different monetary
tools, but our outlook remains fundamentally driven — easing and QE serve
distinct purposes and shouldn’t be seen as interchangeable. Given the
macro backdrop, we expect the Fed to remain cautious and data-
dependent, likely holding off on rate cuts in the near term and possibly
keeping policy tighter for longer than previously anticipated. That said, in
the event of liquidity shocks, for example, in the private markets, a
broader toolbox is definitely on the table.

Looking ahead, we still see the Fed funds rate reaching the mid-point of the
FOMC's 2.8-3.6% range by the end of 2026, with cuts most likely between
July and September. However, any further cuts will require clear evidence of
sustained disinflation, without a re-acceleration in growth or second-round
inflation effects.

Key indicators to watch for the Fed’s next move

What to watch  — and why it matters Key dates and signals
Limited Q2 data by 17 June means confidence in . .
Data gaps softening demand is low; Q1 GDP may look il Eholp, el @2 ehiz

strong due to base effects. (April/May)

CPI (Consumer Price Index) may tick up
temporarily, but Core PCE (Personal
Consumption Expenditures) is the Fed's focus; a

= Core PCE still drifting

Inflation signals lower but near 2.5%

clear, sustained downtrend is needed for a cut. (May/june)
Labour market & Slowing payrolls, participation, and wage = Watch wage growth,
wages growth would strengthen the case for easing. payrolls
Financial Market. S cred]t ;preads, i) gllosel e Equity/bond moves, credit
s can shift the timing; risk-on backdrop unless a
conditions spreads

Political optics

Communication &
sequence

crisis hits.

Cuts close to elections risk political backlash;
Fed likely to wait for consistent data.

Expect ‘data-dependent’ messaging; 29 July is a
cleaner tactical window, with September next.

US midterm elections in
November

July 29 FOMC, September
16 FOMC

Source: Amundi Investment Institute, Bloomberg, Conference Board. Monthly data as of January 2026.
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Reassessing the US economic outlook
by Annalisa Usardi, CFA, Senior Economist, Head of Advanced Economy Modelling, AIT

What is the economic context the next Fed Chair will
inherit in terms of growth and inflation?

Activity indicators signal robust economic momentum
ending 2025 and entering 2026 (associated with significant
productivity gains) which cautions against further aggressive
policy at this final stage of the Fed cutting cycle. This
stronger-than-expected momentum has prompted us to
revise our US growth forecast for 2026 upwards. We now
expect GDP growth to be closer to 2.5% year-on-year, with
Q4-on-Q4 growth expected around 2%, still on the lower end
of the Fed's central tendency projections. The risks, though,
are still tilted to the upside.

On inflation, we see it staying within a 2.4% to 3% corridor in
2026. CPI should show signs of more pronounced
moderation in the coming months, followed by a modest
pickup mid-year before resuming its downward trend. Core
PCE is expected to decline gradually, holding near 2.5%
through mid-year, with more evident moderation likely in the
second half. Services inflation, largely driven by rents, should
ease as measured components align with actual rent trends,
supporting further disinflation in core services. Overall, we
expect inflationary pressures to ease further, helped by
moderating unit labour costs and improving productivity,
alongside a gradual moderation in wage growth.
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Source: Amundi Investment Institute, Bloomberg, Conference Board.
Monthly data as of January 2026.
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US productivity has reaccelerated
(labour productivity index level,
deviation from 2005-2019 trend)
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Source: Amundi Investment Institute, Macrobond. Data
as of end Q3 2025.

Turning to the job market, what are the
latest trends and what should we expect
going forward?

Recent labour market data has been mixed,
after a period where the numbers
suggested early signs of stabilisation. On
the positive side, surveys like the Institute for
Supply Management (ISM) indices and the
Purchasing Managers’ Index (PMI) are pointing
to an improved outlook for hiring. Also, small
businesses have recently reported the
strongest hiring intentions and plan to
increase compensation, albeit more modestly
than in the past.

Other figures are leaning more towards
weakness. JOLTS (Job Openings and Labor
Turnover Survey) showed an unexpected drop
in job openings in December; ADP (Automatic
Data Processing) payroll growth in January was
weaker than anticipated; and unemployment
claims have risen. However, employee layoffs
remain contained. These indicators suggest
the labour market conditions remain on the
weak side, but they do not point to a crisis.
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IMPORTANT INFORMATION

This document is solely for informational purposes.

This document does not constitute an offer to sell, a solicitation of an offer to buy, or a recommendation of any security or
any other product or service. Any securities, products, or services referenced may not be registered for sale with the
relevant authority in your jurisdiction and may not be regulated or supervised by any governmental or similar authority in
your jurisdiction.

Any information contained in this document may only be used for your internal use, may not be reproduced or redisseminated in any form
and may not be used as a basis for or a component of any financial instruments or products or indices.

Furthermore, nothing in this document is intended to provide tax, legal, or investment advice.

Unless otherwise stated, all information contained in this document is from Amundi Asset Management SAS and is as of 10
February 2026. Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is”
basis and the user of this information assumes the entire risk of any use made of this information. Historical data and analysis
should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The views
expressed regarding market and economic trends are those of the author and not necessarily Amundi Asset Management SAS
and are subject to change at any time based on market and other conditions, and there can be no assurance that countries,
markets or sectors will perform as expected. These views should not be relied upon as investment advice, a security
recommendation, or as an indication of trading for any Amundi product. Investment involves risks, including market, political,
liquidity and currency risks.

Furthermore, in no event shall any person involved in the production of this document have any liability for any direct, indirect, special,
incidental, punitive, consequential (including, without limitation, lost profits) or any other damages.
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In an incrly complex and changing world, investors need to better
understand their environment and the evolution of investment
practices in order to define their asset allocation and help construct
their portfolios.

This environment spans across economic, financial, geopolitical, societal and environmental dimensions. To help
meet this need, Amundi has created the Amundi Investment Institute. This independent research platform
brings together Amundi's research, market strategy, investment themes and asset allocation advisory activities
under one umbrella: the Amundi Investment Institute. Its aim is to produce and disseminate research and
Thought Leadership publications which anticipate and innovate for the benefit of investment teams and clients
alike.
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