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“Hold the Rate, Cut the Guidance”
Warsh’s First FOMC Meeting Signals a Different Fed
Publication produced by KeyBank Institutional Advisors

Key Takeaways:

e The Federal Reserve unanimously left rates unchanged at 3.50%—3.75%.

e The policy statement was noticeably shorter and stripped of much of its prior
forward guidance.

e The June SEP reflected a somewhat more hawkish outlook, with higher inflation
expectations and a higher policy-rate path.

» Eighteen of nineteen participants submitted policy rate projections: Chair Warsh
did not.

o Warsh repeatedly emphasizes the Fed’'s commitment to price stability and the
pursuit of truth.

e The Fed is launching a review of its communications framework, including
forward guidance.

+ While the SEP leaned hawkish, Warsh'’s press conference suggested a more
data-dependent and less forecast-driven approach to policymaking.

Rate Decision: Unanimous Hold
The Federal Open Market Committee voted unanimously to leave the federal funds
target range unchanged at 3.50%-3.75%.

While the decision itself was widely expected, the unanimity of the vote was notable
given the broader debate surrounding inflation, growth, and the future path of
monetary policy, the Committee continues to believe current policy remains
appropriately restrictive as inflation gradually moves toward its long-run objective.

Statement: Cut the Guidance

The most significant change in the policy statement was what was removed.
Compared with April, the Committee substantially shortened the statement and
eliminated language that has previously provided explicit guidance regarding the
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future direction of policy. Rather than signaling a likely path for rates, policymakers
emphasized a meeting-by-meeting approach guided by incoming economic data.

The changes suggest a deliberate effort to reduce reliance on forward guidance and
return greater flexibility to the policymaking process. Markets received a clear
message that future decisions will depend on realized economic outcomes rather than
pre-announced policy intentions.

SEP Changes: A More Hawkish Outlook

The updated Summary of Economic Projections reflected a somewhat more
challenging economic backdrop than earlier in the year.

Policymakers generally revised inflation projections higher while marking down
expectations for economic growth. The revisions suggest that progress on inflation
may take longer than previously anticipated and that the economy may slow as
restrictive monetary policy continues to work through the system.

The SEP reinforced the Committee’s view that inflation remains the primary challenge
facing policymakers and that a return to price stability may require policy to remain
restrictive for longer than investors had previously expected.

Dot Plot: Less Consensus, More Uncertainty

The June dot plot highlighted a growing divergence of views across the Committee
and reinforced the message that the future path of policy remains uncertain. Eighteen
of nineteen participants submitted interest-rate projections, while Chair Warsh
declined to participate in the exercise, consistent with his previously stated
reservations about the current SEP framework.

Compared with March, the distribution of forecast widened noticeably. While the
median projection shifted modestly higher, signaling a somewhat more cautious
approach toward future rate cuts, the broader range of outcomes revealed less
agreement about where policy should ultimately settle. Notably, three participants
projected a higher policy rate by year-end, including one participant who anticipated
three rate increases.

Rather than providing a clear roadmap for policy, the dot plot underscored the
uncertainty surrounding the inflation outlook, economic growth, and the appropriate
degree of monetary restraint. The wider dispersion of projections suggests that
policymakers are operating with less conviction around a single economic narrative
and greater recognition that multiple outcomes remain possible.

Perhaps most noteworthy was Chair Warsh’s decision not to submit a projection.
While he encouraged other Committee members to continue participating, his
absence from the dot plot reinforced comments made during the press conference
that monetary policy should remain focused on the pursuit of price stability and be
guided by incoming economic data rather than by publishing individual forecasts
years into the future.

Warsh’s First FOMC Press Conference: Price Stability First
Chair Warsh’s first post-meeting press conference offered important insight into how
he intends to lead the institution.

Throughout the discussion, Warsh repeatedly emphasized that the Federal Reserve’s
responsibility is price stability. Notably absent from many of his remarks was the
traditional emphasis on balancing inflation and employment objectives. Instead, he



returned frequently to the need for restoring confidence in the Fed'’s inflation-fighting
credibility.

Warsh also referenced the Fed’s ongoing task forces, noting that many, if not all, are
expected to conclude their work by year-end. Among them is a communications
review that will examine issues including forward guidance and broader public
communications practices.

When asked about his decision not to submit a dot plot projection, Warsh indicated he
does not support participating under the current SEP framework, through he
encouraged other Committee members to continue doing so. The decision reflects his
broader view that policy should be informed by evolving economic conditions rather
than distant forecasts.

He also remarked that press conferences are valuable when policymakers have
something important to say — a subtle but notable departure from the increasingly
routine communications approach of recent years.

What This Means for Investors
The June meeting marked less of a change in policy and more of a change in
framework.

The Committee held rates steady but removed much of the guidance investors have
become accustomed to receiving. The SEP reflected lingering inflation concerns,
while the dot plot revealed greater disagreement among policymakers about the path
forward.

Most importantly, Chair Warsh appears focused on reshaping how the Federal
Reserve communicates with markets. The emphasis on price stability, reduced
reliance on forward guidance, skepticism toward the current dot plot framework, and
ongoing communications review all points toward a Fed that may become less
predictable in its messaging but more disciplined in its policy objectives.
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The month opened with a
$880,107,972 share
balance and closed with a
balance of $814,068,455.
The seven-day effective
yield ended the month at
3.59%. The monthly seven-
day average yield in May
was 3.58%. Average
maturity ended the month
at 23 days.

As of June 30th, 2026, the
Series | portfolio had 14%
of its portfolio assets
allocated to overnight
investments/cash,

Fund Composition
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corporate securities made up 15% of the assets, Commercial Paper
represented 40%, CDs represented 7%, and Treasury & Agency represented

24%.

Data: KeyBank, NA
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The month opened with a
$119,420,762 shareholder
equity balance and closed with
a balance of $120,061,801. The
thirty-day SEC yield ended the
month at 3.46%.

On June 30th, 2026, the Series
Il portfolio had 1% of its portfolio
assets allocated to overnight
investments/cash, corporate
securities made up 42% of the
assets, Commercial Paper
represented 20%, CDs
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represented 7%, and Treasury & Agency represented 30%.

Data: KeyBank, NA

Comparisons

On June 26th, 2026, the S&P AAA & AA Rated GIP Tax 30 Day Yield Index was
3.67%, the Series | Pool's 7-day SEC effective rate was 3.58%, and the Series I
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Pool’'s 30-day SEC effective rate was 3.54%. All Pool rates are quoted net of fees and
expenses.

5-Year Money Market Comparison
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Angie Flick - President Jody Tow - Vice President

City & Borough of Juneau Petersburg Borough

Cheyenne Heindel Sheryl Glasen - Treasurer
Matanuska-Susitna Borough City of Cordova

Philip Hulett Brennan Hickok

Galena City School District APRA

Kris Erchinger Nils Andreassen - Executive Director
City of Whittier Alaska Municipal League
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93 Members Representing 244 Accounts

Adak, City of

Akutan, City of

Alaska Association of
Municipal Clerks

Alaska Government Finance
Officers Association

Alaska Municipal League

Alaska Municipal Management

Association

Alaska Public Risk Alliance
Aleknagik, City of
Aleutians East Borough
Anderson, City of

Angoon, City of

Annette Island School District
Atka, City of

Atqasuk, City of

Bethel, City of

Brevig Mission, City of
Bristol Bay Borough
Chevak, City of
Chuathbaluk, City of

Cold Bay, City of

Cordova, City of

Craig City School District
Delta Junction, City of
Denali Borough

Denali Borough School District

Dillingham, City of
Eagle, City of
Eek, City of
Egegik, City of
Elim, City of

Fairbanks North Star Borough
Fairbanks, City of

False Pass, City of

FAST Planning

Fort Yukon, City of
Galena, City of

Gustavus, City of

Haines, City and Borough
Homer, City of

Hoonah, City of

Huslia, City of

Juneau, City and Borough
Kachemak, City of

Kake City School District
Kenai Peninsula Borough
Kenai, City of

Ketchikan Gateway Borough
King Cove, City of

Kodiak Island Borough
Kodiak, City of

Kotzebue, City of

Koyuk, City of
Manakotak, City of
Marshall, City of
Matanuska-Susitna Borough
McGrath, City of
Mekoryuk, City of
Mekoryuk, Village of

New Stuyahok, City of
Nome, City of

North Pole, City of
Northwest Arctic Borough
Nulato, City of

Old Harbor, City of
Palmer, City of

Pelican City School District
Pelican, City of
Petersburg Borough
Petersburg School District
Pilot Station, City of
Platinum, City of

Pribilof School District
Quinhagak, City of

Sand Point, City of
Selawik, City of

Seldovia, City of

Seward, City of

Sitka, City and Borough
Soldotna, City of

St. Paul, City of

Tenakee Springs, City of
Toksook Bay

Unalakleet, City of
Unalaska, City of

Upper Kalskag, City of
Utgiagvik, City of
Valdez, City of

Wasilla, City of

Whale Pass, City of
Whittier, City of

Wrangell School District
Wrangell, City and Borough
Yakutat, City and Borough

Is your municipal agency or school district interested in enrolling in AMLIP?
Would you like to open an additional account?
Contact us for more information.

Account information:

Brian Croshy

Vice President and Sr. Relationship Manager

216-689-5190
brian_crosby@keybank.com

Kris Nedwick

Vice President and Sr. Relationship Manager

907-564-0409

info@amlip.org

Investment Related Questions:

Blake Phillips
Director of Institutional Solutions
907-646-3505

blake@apcm.net

Lindsey Cashman

Client Relationship Manager
(907) 646-3532
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Subscribe for the latest news and updates from the Alaska Municipal League
Investment Pool.
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