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Yesterday, in a highly telegraphed move, the Fed took its first step in attempting to combat 

inflation. Recently, expectations of the Fed’s meeting have shifted around quite a bit, which can 

drive short-term equity volatility. With inflation and the Fed being key items for the market right 

now, it is worth keeping an eye on the market’s expectations through the remainder of the year.

• The Fed increased the target rate by a quarter percentage point, moving the upper bound from 

0.25% to 0.50%.

• The initial market reaction was notable, with the S&P 500 gaining 2.24% over the day, after 

losing nearly 2% intraday, and the US government 10-year yield increasing to 2.18%.

• We can look at what is being priced into the market through Fed futures. The more the 

heatmaps at the bottom of the page change over time, the more volatility we can expect to 

seep into the broader market.
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Market Expectations

See page 2 for additional data including the relationship between changing Fed policy 

expectations and equity market implied volatility as well as the initial market reaction.
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Initial Market Reaction

Markets Tend to React to Changing Expectations
September 30, 2021 to March 15, 2022

Since markets look towards the future, it’s not surprising to see equity market volatility rise with 

changing expectations for interest rate policy. The above graph shows the changing 

expectations for Fed policy at the end of 2022 compared to implied volatility of the S&P 500, 

measured by the VIX Index.

Futures Implied Fed Policy Rate (December 2022) VIX Index

S&P 500 US Government 10-year Yield VIX Index
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