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As expected, the Federal Open Market Committee (FOMC) held its 
policy rate steady for the third consecutive meeting, leaving the 
target range at 3.50% to 3.75% and maintaining its easing bias. 

Beneath the headline, however, was quite a bit of news. 

Notably, for the first time in more than 30 years, there were four 
dissents. On one side, US Federal Reserve (Fed) Governor Stephen 
Miran again was a dovish dissent. On the other, three regional Fed 
bank presidents voted against continuing to reference an easing 
bias in the FOMC’s post-meeting statement. Fed Chair Jerome 
Powell also seemed to signal there were non-voters who similarly 
opposed mentioning an easing bias in the statement.

All of this highlights an increasingly high bar for future interest 
rate cuts. In practice, this likely means the FOMC will pursue a 
symmetric bias with Powell stating that “the center is moving 
toward a more neutral place.” With the US now into its sixth year of 
2%-plus inflation, a reopening of the Strait of Hormuz still elusive, 
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Key takeaways

•	 Talk at the Federal Open Market 
Committee is no longer just about when 
– or whether – to make the next cut.

•	 Incoming economic data will likely 
continue to determine future interest 
rate moves.

•	 Outgoing Fed Chair Jerome Powell’s 
decision to stay on the board for a 
period “to be determined” while uber-
dove Stephen Miran departs likely  
shifts the FOMC in a slightly more 
hawkish direction.



and increasing concern about the stability of long-term inflation 
expectations, there are indeed upside risks to inflation. Despite 
these headwinds, the US economy remains resilient. It makes 
sense for the Fed to reset expectations so that rate cuts aren’t a 
guarantee going forward. 

Data in the driver’s seat

The growing number of dissents amid the transition in Fed 
leadership is a key takeaway. But taking this one step further, it 
also means future moves will likely continue to be determined by 
the incoming economic data, but without some internal bar to 
clear that meets the policy bias du jour. 

The FOMC has embraced a more optimistic outlook for growth 
and employment, meeting market expectations that have priced 
approximately 10 basis points of hikes through mid-2027. It’s worth 
noting that since the start of the easing cycle last September, the 
10-year US Treasury yield has steadily drifted higher while one-year 
inflation swaps have surged, highlighting a gap between market 
pricing and the Fed. 

Even with this more hawkish shift, the bar for a rate hike remains 
high – Powell noted in the press conference that the committee 
is not thinking about rate hikes even if the center is moving to 
be more neutral. Strong disinflationary pressures remain in the 
pipeline, and it’s rather likely that energy prices will ease in the 
second half of the year. 
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Where do we go from here?
US 10-year Treasury yield since July 2023 with Fed policy rate decisions highlighted

Source: Bloomberg, as of 4/29/2026
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 A difficult balancing act

We also had the final roadblocks cleared with respect to Kevin 
Warsh’s nomination to succeed Powell as Fed chair. Warsh’s 
congressional testimony made clear that he is committed to the 
Fed’s 2% inflation target over time and to maintaining the Fed’s 
institutional credibility. This means monetary policy likely will 
continue to be determined by the economic outlook and by the 
FOMC’s existing policy goals and strategy. 

Meanwhile, Powell’s decision to stay on the Fed board for a period 
“to be determined” while uber-dove Stephen Miran departs likely 
will shift the FOMC in a slightly more hawkish direction. This 
complicates Warsh’s difficult balancing act of managing political 
pressure to cut rates while keeping the Fed independent. 

Equities stay focused on earnings

The market reaction was consistent 
with the more hawkish tone to the 
meeting. Bond yields increased to the 
day’s highs and bets for rate cuts in 
futures markets were largely priced out. 
In fact, the 2-year yield climbed about 
11 basis points to 3.95%, the biggest 
jump since January 2022 for a Fed 
announcement day, while the 30-year 
yield reached 5% and the  
dollar climbed. 

Equities proved resilient as the S&P 
500 Index rebounded from early losses 
to end the day flat. The stock market 
is largely focused on earnings results 
unless there is a substantial change to 
the status quo at the macroeconomic 
level. With companies representing 
more than $14 trillion of market 

capitalization reporting this week, including four hyperscalers 
reporting just an hour after the press conference, it was no surprise 
that investors were more focused on preparing for earnings than 
on the Fed meeting’s lack of fireworks. 

Going forward, we expect company-specific fundamentals to 
continue to drive the market outside of any big changes on the 
geopolitical front. Results across the artificial intelligence (AI) 
complex remain strong, and we continue to favor leaning into 
the AI capital expenditures beneficiaries across semiconductors, 
hardware, and the industrial winners.

For more market insights and analysis from  
Raymond James Investment Management,

visit Our Thinking.
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A more balanced approach seems appropriate
Inflation expectations have been on the rise
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Contact us at 800.521.1195 or visit RJInvestmentManagement.com 
for more investment insights.
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Risk information:

Investing involves risk, including risk of loss.

Diversification does not ensure a profit or guarantee against loss.

Disclosures:

Index or benchmark performance presented in this document does not reflect 
the deduction of advisory fees, transaction charges, or other expenses, which 
would reduce performance. Indexes are unmanaged. It is not possible to invest 
directly in an index. Any investor who attempts to mimic the performance of 
an index would incur fees and expenses that would reduce return.

This document is a general communication being provided for information-
al purposes only. It is educational in nature and not designed to be taken as 
advice or a recommendation for any specific investment product, strategy, 
plan feature, or other purpose in any jurisdiction, nor is it a commitment from 
Raymond James Investment Management or any of its affiliates to participate 
in any of the transactions mentioned herein. Any examples used are generic, 
hypothetical, and for illustration purposes only. This material does not contain 
sufficient information to support an investment decision, and you should not 
rely on it in evaluating the merits of investing in any securities or products. In 
addition, users should make an independent assessment of the legal, regu-
latory, tax, credit, and accounting implications and make their own determi-
nations together with their own professionals in those fields. Any forecasts, 
figures, opinions, or investment techniques and strategies set out are for 
information purposes only, based on certain assumptions and current market 
conditions, and are subject to change without prior notice. All information 
presented herein is considered to be accurate at the time of production, but 
no warranty of accuracy is given and no liability in respect of any error or omis-
sion is accepted. It should be noted that investment involves risks, the value 

of investments and the income from them may fluctuate in accordance with 
market conditions and taxation agreements, and investors may not get back 
the full amount invested. Both past performance and yields are not reliable 
indicators of current and future results.

The views and opinions expressed are not necessarily those of the broker/
dealer or any affiliates. Nothing discussed or suggested should be construed 
as permission to supersede or circumvent any broker/dealer policies, proce-
dures, rules, and guidelines.

Sector investments are companies engaged in business related to a specific 
sector. They are subject to fierce competition and their products and services 
may be subject to rapid obsolescence. There are additional risks associated 
with investing in an individual sector, including limited diversification.

Investing in small cap stocks generally involves greater risks, and therefore, 
may not be appropriate for every investor. The prices of small company stocks 
may be subject to more volatility than those of large company stocks.

International investing presents specific risks, such as currency fluctuations, 
differences in financial accounting standards, and potential political and 
economic instability. These risks are further accentuated in emerging market 
countries where risks can also include possible economic dependency on 
revenues from particular commodities or on international aid or development 
assistance, currency transfer restrictions, and liquidity risks related to lower 
trading volumes.

Index

S&P 500 Index – Measures changes in stock market conditions based on the av-
erage performance of 500 widely held common stocks. It is a market-weighted 
index calculated on a total return basis with dividend reinvested. The S&P 500 
represents approximately 80% of the investable U.S. equity market.


