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The Federal Reserve is about to enter its awkward phase. 

While Kevin Warsh has been confirmed as the new head of the central bank, he is forced to share 
the stage with former Chair Jerome Powell, who decided to remain on the Fed’s Board of Governors. 
Though it is not entirely unprecedented, Powell is the first to do so since Marriner Eccles in 1948 – 
marking a departure from the long-standing tradition of Fed chairs stepping down once their term ends.  

This appears to be a political decision by Powell, and one that has vast implications for the central bank 
until his eventual departure. 

Despite being a Trump appointee in 2018, the relationship between the two soured in recent years as 
tensions escalated: from investigations into Fed building renovation costs to constant pressure from 
the President to lower rates. By staying, Powell prevents the White House from being able to nominate 
a new governor until his membership term ends in January 2028 – effectively limiting the President’s 
ability to reshape the board’s composition in the near term. 

Beyond that, Powell’s decision underscores his deeper concern for the Fed’s independence. At his final 
press conference, Powell noted that recent legal challenges left him “no choice” but to stay and ensure 
the central bank could continue to conduct monetary policy without political interference. 

At NEPC, we view an independent central bank as the bedrock of the bond market and see no evidence 
that this is jeopardized today. That said, should investors start to meaningfully question the Fed’s 
independence, we would expect interest rates to rise systemically – independent of day-to-day volatility 
– as the market begins demanding a higher premium to hold U.S. assets. 

Powell’s mere presence may also complicate and alter the internal dynamics of the board. Every vote 
he casts as governor will now be parsed for political meaning and it is easy to imagine the group 
instinctively looking to him during divided votes.  This lingering influence may undermine Warsh’s 
ability to fully take command of the central bank. 

On the surface, one can view Powell’s presence as offering a sense of stability and continuity that 
may help assuage concerns during the Fed’s leadership transition. However, his decision to stay on 
has made the Fed and politics more synonymous than ever – a shift that is important to be mindful 
of as investors. We will continue to monitor the situation, especially as the central bank navigates a 
challenging backdrop of accelerating inflation* and robust labor market data. 

*Footnote: As of April 2026, the U.S. Consumer Price Index (CPI) increased 3.8% annually, while core CPI rose 2.8% over the same 
time horizon.

Source: U.S. Bureau of Labor Statistics as of April 2026
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IMPORTANT DISCLOSURES

Past performance is no guarantee of future results.

All investments carry some level of risk. Diversification and other asset allocation techniques do not ensure profit 
or protect against losses.

The information herein has been prepared by NEPC, an affiliate of Hightower Advisors, and should not be considered 
a recommendation to purchase or sell any investment or pursue any specific investment strategy. The information 
should not be relied upon to make any investment decision and does not take into account the investment objectives, 
financial situation and particular needs of the recipient. Recipients of the information presented herein should 
neither treat nor rely on such information as advice relating to legal, taxation or investment matters and are advised 
to consult their own professional advisors. 

The opinions presented herein represent the good faith views of NEPC as of the date of receipt and are subject to 
change at any time. There can be no assurance regarding the accuracy of such views, including with respect to 
any forward-looking information or other commentary that is subject to uncertainty, future contingencies or other 
market factors. NEPC has prepared the information as general market commentary, market update and/or other 
general topics relating to portfolio construction and risk allocation. The information is not, and does not purport to 
be, a complete discussion of all relevant considerations, risks and other applicable factors. 

The information in these materials has been obtained from sources NEPC believes to be reliable. While NEPC has 
exercised reasonable professional care in preparing this report, we cannot guarantee the accuracy of all source 
information contained within. Neither NEPC nor any of its affiliates has any obligation to update the information 
contained herein. The performance information of any indices or strategies represented herein is based on third-
party sources, and such performance information does not necessarily represent the performance or experience of 
any NEPC client.

These materials identify potential benefits relating to NEPC’s services to its clients and/or its commentary regarding 
current market events and portfolio construction considerations. Any NEPC investment strategy also is subject to 
certain risks and limitations. Although NEPC believes it and its personnel may have certain competitive advantages 
regarding portfolio construction and management. There can be no guarantee that NEPC will be able to maintain 
such advantages over time, outperform third parties or the financial markets generally, implement its investment 
strategy or achieve its investment objectives for a client or avoid losses.

Links to third-party websites are being provided as a convenience and for informational purposes only. Third-
party links are not monitored by NEPC, and NEPC bears no responsibility for the accuracy, legality, or content of 
the external site or for that of subsequent links. Contact the external site for answers to questions regarding its 
content. This document may contain confidential or proprietary information and is intended only for the designated 
recipient(s). If you are not a designated recipient, you may not copy or distribute this document.
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