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Key Takeaways:
» Rates move higher: The FOMC raised rates 0.25%, bringing the Fed Funds range to
3.75%-4.00%. The decision was unanimous.
e One more to go: The SEP points to one additional rate hike in 2026.
« Inflation still matters: Price pressures remain above the Fed’'s 2% target.
« Data will decide: The Fed is not committing to a preset rate path.
« Higher for longer: The projected policy path has shifted higher.
« Investor lens: Favor liquidity and flexibility as policy uncertainty remains elevated.

What Did the Fed Do?

The Federal Open Market Committee raised the federal funds target range by 0.25% to
3.75%-4.00%, its first increase under Chairman Kevin Warsh. The vote was unanimous, 12-0. The
move shifts policy back toward restraint as the Committee responds to persistent inflation while
economic activity and the labor market remain resilient.

Warsh defended the move early in the press conference, saying the “decision today was the right
decision.” That framing matters: the hike was presented as a deliberate step toward restoring price
stability, not as a reluctant response to a single data point.

What Did the Fed Say?

The statement was short and notably direct. The Fed described economic activity as expanding at
a solid pace, with resilient domestic spending, strong productivity growth and robust capital
investment. Job gains have kept pace with the workforce, and the unemployment rate has
changed little.

On inflation, the message was even clearer: inflation remains elevated, and the Committee said
today'’s policy action will support a timelier return to its 2% goal. The closing line — “The Committee
will deliver price stability” — left little ambiguity about the Fed’s priority.

Warsh also framed independence as reciprocal: “Independence is a two-way street. We must stay
in our lane. “In other words, the Fed should focus on monetary policy while leaving fiscal and trade
policy to those responsible for them-a clear definition of the institutional boundaries Warsh
believes support Fed independence.
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What Changed in the SEP?

The September Summary of Economic Projections (“SEP”) reinforce the hawkish message. The
median federal funds rate is 4.1% at year-end 2026 (4.125% on the dot plot), up from 3.8% in
June. With the new federal funds target range at 3.75%-4.00%, that median implies one additional
0.25% rate hike before the end of 2026.

The median remains 4.1% in 2027, then declines only gradually to 3.9% in 2028 and 3.6% in
2029. The longer-run median moved to 3.2%. The message is not simply one more rate hike; it is
a higher-for-longer policy path with little near-term relief embedded in the median forecast, clearly
a hawkish shift.

Inflation also moved modestly higher. Median headline PCE inflation is now forecasted to rise
3.7% for 2026 versus 3.6% in June’s SEP, while core PCE is projected to increase by 3.4% versus
3.3%. At the same time, the unemployment rate projection improved to 4.1% from 4.3% in June’s
forecast. That combination — firmer inflation and a more resilient labor market — gives the Fed
more latitude to keep policy restrictive.

The distribution is important. Twelve participants placed their 2026 forecast at 4.125%, four at
4.375% and two at 3.875%. Chair Warsh did not submit a forecast. The clustering around 4.125%
makes one additional rate hike the center of gravity, but the dispersion shows that the Committee
is not unanimous about how much more tightening may ultimately be needed.

What Happens from Here?

The SEP now places another 0.25% increase squarely on the table for the remainder of 2026, but
the forecasts are projections not commitments. Inflation, labor market conditions and growth will
determine whether the Committee follows through. Warsh reinforced that flexibility, noting that
“trends matter, data points are noisy.” The message: the Fed will focus on the broader trajectory of
the economy rather than overreact to any single release.

Warsh'’s decision not to submit a forecast is particularly relevant. It allows him to defend the
September rate hike while avoiding a personal commitment to the median year-end path. In other
words, the Committee has signaled one more hike; the Chair has retained flexibility.

What Does It Mean for Investors and Consumers?

For investors, the Fed’'s message reinforces a higher-for-longer rate environment. Attractive yields
on cash and short-term securities raise the hurdle for taking risk, while another potential rate
increase could keep pressure on interest-rate-sensitive assets. Equity investors may face a higher
discount rate on future earnings, particularly for longer-duration growth stocks, while companies
with strong balance sheets, durable cash flows and less reliance on financing may be better
positioned to absorb elevated borrowing costs. Credit markets should also remain sensitive to any
signs that restrictive policy is beginning to weigh on corporate fundamentals.

At the same time, higher short-term rates do not necessarily mean higher long-term yields
indefinitely. If investors become more confident that the Fed is willing to contain inflation, longer-
term inflation expectations and yields could eventually moderate. The broader message across
asset classes is to remain flexible rather than assume this rate hike defines the entire path ahead.
For consumers, the trade-off is less comfortable. Higher short-term rates will keep borrowing costs
elevated for credit cards, floating-rate loans and other rate-sensitive financing. The Fed is
effectively betting that a firmer stance now can restore price stability more quickly, even if near-
term financing conditions remain restrictive.

Bottom Line

One hike, now what? The September meeting delivered a clear answer: the Fed is not declaring
victory on inflation. The 0.25% increase was unanimous, the SEP points to one more hike in 2026,
and the projected path stays higher for longer. But with Warsh stressing that “trends matter, data
points are noisy,” the next move is not preordained. The Committee has signaled the direction; the
Chair has preserved the flexibility to let the data determine the timing.
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The month opened with a

$879,087,048 share balance
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As of September 30, 2026, the
Series | portfolio had 12% of
its portfolio assets allocated to overnight investments/cash, corporate securities
made up 15% of the assets, Commercial Paper represented 26%, CDs
represented 4%, and Treasury & Agency represented 43%.
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Series Il Recap

The month opened with a $121,089,947 Shareholder Equity balance and closed
at $121,388,026. The thirty-day effective yield ended the month at 3.14%. The
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Comparisons

On September 30, 2026, the S&P AAA & AA Rated GIP Tax 30 Day Yield Index was
3.78%, the Series | Pool's 7-day SEC effective rate was 3.79%, and the Series I
Pool's 30-day SEC effective rate was 3.14%. All Pool rates are quoted net of fees and
expenses.
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Angie Flick - President
City & Borough of Juneau

Cheyenne Heindel

Matanuska-Susitna Borough

Philip Hulett
Galena City School District

Kris Erchinger
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Petersburg Borough
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City of Cordova

Brennan Hickok

APRA
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City of Whittier Alaska Municipal League
-
AMLIP Membership
91 Members Representing 238 Accounts
Adak, City of Fairbanks, City of Old Harbor, City of

Akutan, City of

Alaska Association of
Municipal Clerks

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

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

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
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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

Egeqgik, City of

Elim, City of

Fairbanks North Star Borough

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

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 municipality or school district interested in enrolling in AMLIP?
Would you like to open an additional account?

Account information:

Brian Crosby

Vice President and Sr. Relationship Manager

216-689-5190
brian_crosby@keybank.com

Kris Nedwick

Vice President and Sr. Relationship Manager

907-564-0409
kris_nedwick@keybank.com

info@amlip.org

Contact us for more information.

Investment Related Questions:

Blake Phillips
Director of Institutional Solutions
907-646-3505

blake@apcm.net

Lindsey Cashman

Client Relationship Manager
(907) 646-3532

lindsey@apcm.net
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