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Warsh tapped as Trump’s 
Fed Chairman

On Friday, January 30, 2026, President Donald Trump announced his intention to 
nominate Kevin Warsh as the next Chair of the Federal Reserve (Fed), marking a signif-
icant changing of the guard at the nation’s central bank. Warsh, who previously served 
as a Fed Governor from 2006 to 2011, will succeed Jerome Powell when his term 
expires in May, assuming Senate confirmation. Warsh brings both Fed experience and 
close ties to the administration, having advised Trump on economic policy dating back 
to his first presidential campaign.

The nomination comes at a pivotal moment for the Fed, as concerns mount about the 
central bank’s traditional independence from political influence. Warsh’s recent public 
alignment with Trump’s preference for lower interest rates has raised eyebrows among 
Fed watchers, representing a notable shift from his historical reputation as an inflation 
hawk. During his previous tenure at the Fed, Warsh consistently advocated for higher 
rates and showed deep skepticism about inflation risks. His willingness to embrace the 
administration’s rate-cutting agenda has fueled worries that the appointment could 
undermine the Fed’s credibility and independence at a time when maintaining market 
confidence is paramount.

Warsh’s policy vision centers on two key pillars: shrinking the Fed’s balance sheet and 
pursuing lower short-term interest rates. He has argued that the Fed’s post-financial 
crisis quantitative easing programs subsidized government borrowing, ultimately 
contributing to fiscal expansion and the inflationary pressures that necessitated sub-
sequent rate hikes. Warsh contends that by more rapidly reducing the balance sheet, 
the central bank could justify cutting policy rates to support households and small 
businesses. Additionally, he has expressed bullish views on artificial intelligence’s (AI)
potential to boost productivity and dampen inflation, suggesting the Fed should “look 
through” tariff-driven price increases and abandon what he calls the “dogma” that 
inflation results from excessive economic growth or wage gains. However, implement
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ing this agenda will prove challenging, as adjusting U.S. interest rates requires a simple 
majority vote—at least seven out of twelve members—from the Federal Open Market 
Committee (FOMC), which comprises the seven Board of Governors, the New York Fed 
President, and four rotating regional Reserve Bank presidents (Figure 1). Warsh cannot 
unilaterally shift policy and will need to build consensus among FOMC members who 
may resist dramatic departures from the current approach, particularly given the com-
mittee’s recent unanimous decision to resume asset purchases to maintain adequate 
bank reserves.

Finally, while current Fed Chair Powell’s term as Chair ends in May, his term as Gov-
ernor extends to 2028. Typically, when a Fed Chair term ends, they do not serve any 
remaining term as governor. While there remains a significant degree of uncertainty as 
to what Chair Powell may decide to do, should he decide to step back, the White House 
would have the ability to fill another vacancy on the Board.

Market implications

For Treasury markets, Warsh’s nomination likely signals a steepening yield curve. Mar-
ket analysts anticipate that longer-dated Treasury yields could face upward pressure 
relative to shorter maturities, reflecting expectations that Warsh would pursue tighter 
balance sheet policy even while advocating for lower short-term rates. This dynam-
ic—combining lower policy rates with a higher term premium on long-dated debt—rep-
resents Warsh’s stated goal of rebalancing Fed policy. 

The implications of Warsh’s nomination for equity markets are not straightforward. 
On one hand, further rate cuts would be viewed positively. However, a resumption of 
quantitative tightening or a significant spike in the Treasury term premium could dent 
market sentiment by negatively impacting financial conditions and liquidity.

Source: Federal Reserve Bank of Chicago, TIAA Wealth Chief Investment Office.

FIGURE 1

How does the 
FOMC vote?
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Finally, the preservation of Fed independence is crucial for the U.S. dollar outlook. At 
the margin, Warsh’s perceived alignment with President Trump’s preference for lower 
rates could keep risks to the U.S. dollar tilted to the downside. However, we once again 
stress that monetary policy decisions are made by committee, and market consensus 
already expects two rate cuts in the second half of the year – an expectation that is 
likely already baked into dollar valuations. The looming Supreme Court decision on the 
ability of a President to fire Fed governors could potentially be more consequential, 
given the potential ramifications for the broader composition of the FOMC. 

It is important to note that the implementation of Warsh’s agenda would face sub-
stantial hurdles beyond the FOMC voting structure. The FOMC recently voted unani-
mously to resume asset purchases to maintain “ample” bank reserves, and reversing 
this course would require majority support from a committee that may resist dramatic 
policy shifts. Moreover, Warsh’s confirmation process itself remains uncertain, with 
at least one Senate Banking Committee member pledging to block Fed nominations 
until an ongoing Department of Justice probe into the central bank is resolved, adding 
another layer of complexity to this consequential transition.
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IMPORTANT DISCLOSURES

This material is for informational or educational purposes only and is not fiduciary investment advice, or a securities, investment strategy, or 
insurance product recommendation. This material does not consider an individual’s own objectives or circumstances, which should be the basis of 
any investment decision. 

Optional discretionary investment management services for a fee are provided through TIAA-CREF Individual & Institutional Services, LLC (“TC 
Services”), a broker-dealer (member FINRA/SIPC) and an SEC registered investment adviser, and TIAA Trust, N.A. (“TIAA Trust”), a national trust 
bank. TIAA Trust also provides custody, and trust services for a fee. TIAA Wealth Investment Management LLC (“WIM”) acts as the sub-adviser for 
the investment management programs offered by TC Services and TIAA Trust. 

TC Services, TIAA Trust, and WIM are affiliates, and wholly owned subsidiaries of Teachers Insurance and Annuity Association of America (“TIAA”). 
Each entity is solely responsible for its own financial condition and contractual obligations. 

The TIAA group of companies does not provide tax or legal advice. Tax and other laws are subject to change, either prospectively or retroactively. 
Individuals should consult with a qualified independent tax advisor, CPA and/or attorney for specific advice based on the individual’s personal 
circumstances. 

Past performance is no guarantee of future results. All investments involve some degree of risk, including loss of principal. Investment objectives 
may not be met. Investments in managed accounts should be considered in view of a larger, more diversified investment portfolio. Asset allocation 
and diversification are techniques to help reduce risk. There is no guarantee that asset allocation or diversification ensures profit or protects against 
loss.

Investing involves risk, and the value of your investments may gain or lose value and fluctuate over time. Generally, among asset classes, stocks 
are more volatile than bonds or short-term instruments and can decline significantly in response to adverse issuer, political, regulatory, market, or 
economic developments. Although the bond market is also volatile, lower-quality debt securities including leveraged loans generally offer higher 
yields compared to investment-grade securities, but also involve greater risk of default or price changes. Foreign markets can be more volatile than 
U.S. markets due to increased risks of adverse issuer, political, market or economic developments, all of which are magnified in emerging markets. 
Foreign securities are subject to special risks, including currency fluctuation and political and economic instability.   

INVESTMENT, INSURANCE AND ANNUITY PRODUCTS ARE NOT FDIC INSURED, ARE NOT BANK GUARANTEED, ARE NOT DEPOSITS, ARE 
NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY, ARE NOT A CONDITION TO ANY BANKING SERVICE OR ACTIVITY, AND MAY LOSE 
VALUE.
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