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“The Federal Reserve needs new thinking - its models are unreliable,
its policies erratic and its guidance confusing. It is also politically
vulnerable.”- Kevin Warsh, future Chair of the Federal Reserve’

In a much anticipated announcement, President Trump has tapped ‘
Kevin Warsh to be the successor to current Fed Chair, Jerome Powell, s
when his term ends in May. We all know that President Trump has been 4?{ )
very outspoken about the Fed lowering rates and goosing the economy
through monetary policy. What a shock - “Area real estate veteran wants
interest rates lower: story at 11.” What we didn’t know was how this would
play out in the assignment of the next Fed Chair. Would he select a puppet
governor, who would lower rates at his whim? Would the Fed remain an
entity that is independent from government interference? While stocks
and bonds have performed very well over the last year, those question
of the Fed hung particularly heavy coming into 2026.
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Who is Kevin Warsh, and what does this mean for interest rates, the
economy, and your investments?

¢ Warsh served as a governor of the Federal Reserve from 2006 to 2011,
a formative experience given the amount of financial turbulence that
occurred before, during, and after the financial crisis of 2008.

¢ He supports lower interest rates but also desires for the Federal Reserve
to decrease the size of its balance sheet, which currently stands at $6
trillion. These two goals may conflict with each other: lower interest
rates could promote lending and economic growth, while reducing
the Fed’s balance sheet would decrease liquidity in the financial
system, which could negatively impact markets.

¢ He was a candidate for the position during Trump’s first term and likely
has been in his ear about policy mistakes that the Fed has made during
and after the pandemic.
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e The New York Times summarizes his
announcement well “While Warsh has been seen
to align himself with the president’s desire for
lower interest rates, he is still viewed by investors
as a credible choice to lead the central bank, with
little evidence from the markets suggesting that
investors are unnerved by the decision. Investors’
expectations for the number of times the Fed
will cut interest rates this year barely budged
following Trump’s announcement.”

The words “credible choice” seem to ring most
clearly in the immediacy of the announcement.
Stocks and bonds were effectively flat after

the announcement was made. The US dollar
appreciated a bit relative to other major currencies.
Perhaps most notably, gold prices, which were on
a moon shot higher over the last year, declined
by 6%. Deciphering hour by hour moves is a bit
of a fool’s errand but this reversal in gold may be
a vote of confidence that Fed credibility is likely
cemented with this pick. Prior to his announcement,
expectations were that the Federal Reserve would
cut interest rates one or two times this year.

Those expectations have shifted slightly towards
there being two interest rate cuts in 2026 but it
is still a toss up according the CME’s Fed Watch
analysis.? The big picture remains that the Fed
and other major central banks are generally
keeping rates on a glide path lower.
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Exhibit 12: Risk Assets Are Responding Favorably to the
Idea of Fewer Tightenings and More Easings

Percent of Top 25 Global Central Banks Hiking Rates
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Dataas at Se ptember 30, 2025. Source. Bloomberg.
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Conclusion

Regardless of who is named to the Fed chairman role, the age old axiom
of “Don’t Fight the Fed” remains the same. If the Fed is easing monetary
policy, it tends to be a tailwind for investment markets and if they are
tightening policy, it tends to be a headwind for investment markets. If there
is one takeaway from Kevin Warsh'’s history around markets and Fed policy,
it is that he has shown flexibility as it relates to pushing Fed policy in either
direction. President Trump will continue to push for lower rates from his
podium and while the Fed is going in that trajectory both before and now
likely after Warsh’s announcement, it seems that a measured approach will
remain in place. We will continue to monitor closely his nomination process
and, if passed through Congress, his tenure as it will have a direct impact on
investment valuations and economic outcomes.

Investment advice offered through IFP Advisors, LLC, dba Independent Financial Partners (IFP),
a Registered Investment Adviser. IFP and Wharton Hill Investment Advisors are not affiliated.

Past performance is no guarantee of future returns. Investors cannot invest directly in an
index. Diversification and asset allocation do not guarantee returns or protect against losses.
The information given herein is taken from sources that IFP Advisors, LLC, dba Independent
Financial Partners (IFP), IFP Securities LLC, dba Independent Financial Partners (IFP), and its
advisors believe to be reliable, but it is not guaranteed by us as to accuracy or completeness.
This is for informational purposes only and in no event should be construed as an offer to

sell or solicitation of an offer to buy any securities or products. Please consult your tax and/
or legal advisor before implementing any tax and/or legal related strategies mentioned in this
publication as IFP does not provide tax and/or legal advice. 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. Investing involves serious risks and past
performance is no guarantee of future performance or success. This is not an offer to buy or sell
securities and nothing contained herein should be interpreted as a recommendation regarding
any investment or investment strategy. Before making any decision to invest, first read the
relevant disclosures and important information provided to you. Investments are NOT FDIC
INSURED ¢ MAY LOSE VALUE « NO BANK GUARANTEE

1. “The Federal Reserve Needs New Thinking” - Kevin Warsh, Wall Street Journal - https://www.wsj.com/articles/the-federal-
reserve-needs-new-thinking-1472076212?gaa_at=eafs&gaa_n=AWEtsafx-Lpidu4pSOzfkysatyyPzz7odMBBKnSZBfi8ZZsWZGD
Oadwd-jGCcBASENWc%3D&gaa_ts=697cdOb3&gaa_sig=0T-Z4V7dN6sxYUNGAUbKHH5YUUERWISGOEyYp201t1kiD5R6cU1e3TIZ

X1__3mRU4p92c70PzA4MWIY79WReQwW%3D%3D

2: CME Fed Watch - https://www.cmegroup.com/markets/interest-rates/cme-fedwatch-tool.ntml

Chart via KKR, as of 12/31/2025 - https://www.kkr.com/content/dam/kkr/insights/pdf/2026-outlook-high-grading.pdf

WHARTONHHIL L



https://protect.checkpoint.com/v2/r01/___https://www.wsj.com/articles/the-federal-reserve-needs-new-thinking-1472076212?gaa_at=eafs&gaa_n=AWEtsqfx-Lpidu4pSOzfkysatyyPzz7odMBBKnSZBfi8ZZsWZGDOa4wd-jGcBA8EnWc%3D&gaa_ts=697cd0b3&gaa_sig=oT-Z4V7dN6sxYU1IGAubKHH5yUuERWISG0Eyp2o1t1kiD5R6cU1e3TIZX1__3mRU4p92c7OPzA4MWIy79WReQw%3D%3D___.YXAzOndoYXJ0b25oaWxsaWE6YzpvOjkzZjE2ZWM1NjBlOWI3NTQ4ZGVkMTBjNjk4NTBhZDRlOjc6MjZjZDpkYzRlNjdhNTAxOTY1NDcwYjE5Y2EyNDRjMjI4M2Y1MDZjMjM3MjY3MDVkN2MyMWY2Y2VmODk4M2JmM2Q1NTBiOnA6VDpG
https://protect.checkpoint.com/v2/r01/___https://www.wsj.com/articles/the-federal-reserve-needs-new-thinking-1472076212?gaa_at=eafs&gaa_n=AWEtsqfx-Lpidu4pSOzfkysatyyPzz7odMBBKnSZBfi8ZZsWZGDOa4wd-jGcBA8EnWc%3D&gaa_ts=697cd0b3&gaa_sig=oT-Z4V7dN6sxYU1IGAubKHH5yUuERWISG0Eyp2o1t1kiD5R6cU1e3TIZX1__3mRU4p92c7OPzA4MWIy79WReQw%3D%3D___.YXAzOndoYXJ0b25oaWxsaWE6YzpvOjkzZjE2ZWM1NjBlOWI3NTQ4ZGVkMTBjNjk4NTBhZDRlOjc6MjZjZDpkYzRlNjdhNTAxOTY1NDcwYjE5Y2EyNDRjMjI4M2Y1MDZjMjM3MjY3MDVkN2MyMWY2Y2VmODk4M2JmM2Q1NTBiOnA6VDpG
https://protect.checkpoint.com/v2/r01/___https://www.wsj.com/articles/the-federal-reserve-needs-new-thinking-1472076212?gaa_at=eafs&gaa_n=AWEtsqfx-Lpidu4pSOzfkysatyyPzz7odMBBKnSZBfi8ZZsWZGDOa4wd-jGcBA8EnWc%3D&gaa_ts=697cd0b3&gaa_sig=oT-Z4V7dN6sxYU1IGAubKHH5yUuERWISG0Eyp2o1t1kiD5R6cU1e3TIZX1__3mRU4p92c7OPzA4MWIy79WReQw%3D%3D___.YXAzOndoYXJ0b25oaWxsaWE6YzpvOjkzZjE2ZWM1NjBlOWI3NTQ4ZGVkMTBjNjk4NTBhZDRlOjc6MjZjZDpkYzRlNjdhNTAxOTY1NDcwYjE5Y2EyNDRjMjI4M2Y1MDZjMjM3MjY3MDVkN2MyMWY2Y2VmODk4M2JmM2Q1NTBiOnA6VDpG
https://protect.checkpoint.com/v2/r01/___https://www.wsj.com/articles/the-federal-reserve-needs-new-thinking-1472076212?gaa_at=eafs&gaa_n=AWEtsqfx-Lpidu4pSOzfkysatyyPzz7odMBBKnSZBfi8ZZsWZGDOa4wd-jGcBA8EnWc%3D&gaa_ts=697cd0b3&gaa_sig=oT-Z4V7dN6sxYU1IGAubKHH5yUuERWISG0Eyp2o1t1kiD5R6cU1e3TIZX1__3mRU4p92c7OPzA4MWIy79WReQw%3D%3D___.YXAzOndoYXJ0b25oaWxsaWE6YzpvOjkzZjE2ZWM1NjBlOWI3NTQ4ZGVkMTBjNjk4NTBhZDRlOjc6MjZjZDpkYzRlNjdhNTAxOTY1NDcwYjE5Y2EyNDRjMjI4M2Y1MDZjMjM3MjY3MDVkN2MyMWY2Y2VmODk4M2JmM2Q1NTBiOnA6VDpG
https://protect.checkpoint.com/v2/r01/___https://www.cmegroup.com/markets/interest-rates/cme-fedwatch-tool.html___.YXAzOndoYXJ0b25oaWxsaWE6YzpvOjkzZjE2ZWM1NjBlOWI3NTQ4ZGVkMTBjNjk4NTBhZDRlOjc6ZTRlZDowMzNlZGYzNmJhNWY1NzAxZTY3OTU2ZjFmZDUxOWYzMmYxODk1OGU0Njk2MzAxNGViYjljYTI1MGM2OGVlMzgzOnA6VDpG
https://protect.checkpoint.com/v2/r01/___https://www.kkr.com/content/dam/kkr/insights/pdf/2026-outlook-high-grading.pdf___.YXAzOndoYXJ0b25oaWxsaWE6YzpvOjkzZjE2ZWM1NjBlOWI3NTQ4ZGVkMTBjNjk4NTBhZDRlOjc6MGFhMzo5MmI2MWQ3MWViZDAyOGRlYjE2YmIyYzhmODllNzI1ZTQ3YzY2NzNhYjgxZDliZDk5ZWQzMGI3YjI3ZjRjNDZlOnA6VDpG

