
Central Bank Weekly: 5th December 2025

Previewing FOMC, RBA, BoC, SNB, CBRT; Reviewing RBI

PREVIEWS

RBA ANNOUNCEMENT (TUE): The RBA will decide on rates next week, with money markets assigning a 94% probability that the
central bank will keep the Cash Rate at 3.60% and a 6% chance of a 25bps cut. The RBA left the Cash Rate unchanged at its
November meeting, as expected, with a unanimous decision. It said inflation had recently picked up, and domestic economic
activity was recovering, but the outlook remained uncertain. The board judged it appropriate to stay cautious and remained alert to
heightened uncertainty in both directions. The RBA also released its Quarterly Statement on Monetary Policy, which showed it had
sharply raised its core inflation forecasts through Q2 2026, with June 2026 Trimmed Mean inflation now seen at 3.2% (previously
2.6%) and June 2026 CPI at 3.7% (previously 3.1%). It added that recent data suggested more excess demand in the economy than
previously thought, while its forecasts assumed a cash rate of 3.6% through end-2025, 3.4% in June 2026 and 3.3% thereafter.
RBA Governor Michelle Bullock said at the post-meeting press conference that the board had not considered rate cuts and that less
easing might be needed this cycle than in the past. She said it was possible there would be no further cuts, and possible there
would be some. She added that the board viewed policy as close to neutral, would proceed meeting by meeting, had no policy bias
and believed it was in the right place for now. The central bankʼs language signals continued uncertainty over future policy and a
willingness to keep options open, with no urgency for an immediate adjustment. The tone aligns with comments from Deputy
Governor Andrew Hauser, who said their best guess was that monetary policy remained restrictive and that the committee was
debating this. He said it was not unreasonable to think future rate cuts could come and that the RBA would feel its way on the
neutral rate, assessing how tight or loose policy was through macroeconomic data. Participants will therefore scrutinise the RBAʼs
language at the upcoming meeting for policy clues, especially as money markets currently price no further rate cuts and see the
next move as more likely a hike, but not until the second half of next year.

FOMC ANNOUNCEMENT (WED): Most economists expect the FOMC to cut its key interest rate by 25bps at its 10th December
meeting to support a cooling labour market, despite widening divisions among policymakers, a Reuters poll showed. The view
matches market pricing, which at the time of writing implied an 87% chance of a 25bps cut. The move would follow Octoberʼs
reduction, although Chair Powell cautioned then that a December cut was far from assured given inflation risks. A prolonged
government shutdown that delayed key data has added to uncertainty, and the October minutes signalled a sharply split Committee.
Still, economists' calls for further reductions have been underpinned by backing from several Fed officials, including key remarks
from NY Fed President Williams, who said a near-term cut could be appropriate. Newsquawk analysis indicates that among voting
members, four have explicitly supported cuts (Bowman, Waller, Miran, Williams), one is seen leaning towards a cut (Cook), two
have been unclear (Powell, Jefferson), while five are leaning towards a hold (Barr, Schmid, Collins, Musalem, Goolsbee). The
divisions mean the meeting could produce the highest number of dissents since the early 1990s, with four or more opposing any
reduction. Updated economic projections are also due; the Reuters poll points to a lack of consensus in the 2026 dot plot, with
medians showing two further cuts but significant disagreement driven by fiscal risks, tariff effects and concerns over Fed
independence. Conflicting policymaker signals have also heightened uncertainty. Analysts highlight that there is a wide gap
between consumer and market inflation expectations, complicating the Fedʼs task, and PCE inflation is expected to stay above 2%
through 2027. The US economy likely grew 3.0% in Q3, slowing to 0.8% this quarter, and is forecast to average 2.0% in 2026, the
poll found. Wells Fargo expects only minor adjustments to the 2026 outlook, with slightly higher GDP and unemployment and
marginally lower inflation. It sees the 2026 median dot staying at 3.375%, although one lower dot could pull it down, with risks tilted
slightly to the downside. Meanwhile, the 2026 rate outlook is further clouded by President Trumpʼs imminent choice for Fed chair
(which is likely to come in early January). A strongly dovish pick such as NEC Director Kevin Hassett, who is closely aligned with
Trumpʼs policy stance, would increase the likelihood of additional cuts in 2026. The FT reported that bond investors have warned
the US Treasury that Hassett may prioritise Trumpʼs preferences and push for aggressive easing, raising the risk of higher inflation
and a Treasury sell-off. Concerns focus on his perceived lack of independence, limited market focus and ability to manage a
divided Fed, raising questions over credibility.

BOC ANNOUNCEMENT (WED): The BoC is expected to maintain rates, with markets viewing the current 2.25% rate as the terminal
rate. Since the last meeting, views on policy direction have been little swayed, as October data (jobs & CPI) were hotter-than-
expected, as they were in September, and as such paved the way for the BoC to pause and await the impact of the recent easing.
The BoC did point towards a hold in its last statement, "The current policy rate is at about the right level to keep inflation close to
2% while helping the economy through this period of structural adjustment". Growth data since the October meeting has likely been
welcomed by the BoC, with September GDP metrics matching expectations, while the Q3 reading annualised figure was notably
above forecasts. Money markets are largely pricing in a hold at next week's meeting, almost fully pricing in such a decision. Looking
into 2026, since the November jobs report, market pricing has shifted hawkish with 15bps of rate hikes now priced in following a
notable drop in the unemployment rate to 6.5% from 6.9%. Before the data, some easing was still priced by mid-year, albeit this has
completely reversed.

SNB ANNOUNCEMENT (THU): Expected to maintain the policy rate at 0.00%. While unlikely, the recent cooler-than-forecast
inflation prints mean a move into negative rates cannot be ruled out. But, such a move is unlikely as the SNB still has room to guide
policy via its forecasts and FX action. Furthermore, SNB officials have made clear that a return to NIRP is subject to a higher bar
than a normal cut.

CBRT ANNOUNCEMENT (THU): There are currently no expectations as to what the CBRT may opt to do at the upcoming meeting.
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At the prior meeting, the CBRT cut its headline rate by 100bps to 39.50% (exp. 39.50%, prev. 40.50%). The CBRT noted that while
demand conditions remain consistent with disinflation, risks from food prices and inflation expectations have become more
pronounced. The move follows a 250bps cut in September and a 300bps cut in July. Policymakers reiterated that future
adjustments would depend on the inflation outlook and that policy may be tightened if deviations from interim targets occur.
Economists broadly expect a continued but cautious easing bias into the year-end. The moderation in inflation has strengthened
expectations for another rate cut, as the CBRT continues its easing cycle amid a slower economy. Recent data showed GDP growth
of 3.7% Y/Y in Q3 (vs. 4.2% expected), suggesting momentum is cooling. Analysts cited by Bloomberg believe the central bank will
interpret the slowdown as justification for further monetary easing, even as the lira remains under pressure.

REVIEWS

RBI REVIEW: RBI cut the Repurchase Rate by 25bps to 5.25%, as expected, in a unanimous decision, and maintained a neutral
stance, although MPC member Ram Singh sought to shift the stance to accommodative. The Marginal Lending Facility Rate was
lowered by 25bps to 5.50% and the Standing Deposit Facility Rate was reduced by 25bps to 5.00%. RBI Governor Malhotra said
that since the October policy meeting the economy had seen rapid disinflation and was in a rare, goldilocks phase but warned that
the geopolitical and trade environment weighed on the outlook. He announced OMO purchases of INR 1tln and a USD 5bln dollar
swap, adding that the aim of open market operations was to provide sufficient liquidity rather than influence yields. He said
underlying inflation pressures were even lower and growth was expected to soften somewhat but noted that policy space existed
to support growth momentum. The central bank raised its FY26 real GDP growth forecast to 7.3% (previously 6.8%) and cut its
FY26 CPI inflation forecast to 2.0% (previously 2.6%).
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