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Headlines

* The FOMC kept the fed funds rate unchanged in a range between 3.50% and

3.75%, with one dissenter calling for a rate cut. PNC Economics

economics@pnc.com

* There was little in the statement about Iran, just a generic reference to
additional uncertainty in the Middle East.

* The committee noted weak job growth in recent months but a low and steady
unemployment rate. The statement noted that inflation remains above the
Fed’s 2% objective.

* The dot plot was little changed from December 2025, with slightly higher
near-term expectations for GDP growth and inflation.

* The median FOMC participant expects one 25 basis point cut in the fed funds
rate this year.

=  Chair Powell said he would remain on the Board of Governors until the
Justice Department investigation into his conduct is concluded.

Details

As widely expected, the Federal Open Market
Committee maintained the federal funds rate in a
range between 3.50% and 3.75%. In keeping the rate
unchanged, the FOMC’s statement said that the
committee is “attentive to the risks to both sides of
its dual mandate” of maximum employment and
stable prices, which the Federal Reserve has
defined as inflation of 2%.

The only reference to the conflict with Iran was a
statement that “implications of developments in the
Middle East for the U.S. economy are uncertain.” In
the near-term inflation will move higher with the

recent surge in oil prices, but high energy prices will
also weigh on economic growth and are a potential
drag on the labor market.

In the section on current conditions the statement
said that “economic activity has been expanding at
a solid pace.” With respect to the labor market the
statement said that “job gains have remained low,
and the unemployment rate has been little changed
in recent months.” The statement also noted that
“inflation remains somewhat elevated,” i.e., it is
closer to 3% than it is to the 2% objective.
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The statement did not indicate a near-term bias
toward either rate cuts or rate increases. The
statement said that “the Committee would be
prepared to adjust the stance of monetary policy as
appropriate if risks emerge that could impede the
attainment of the Committee’s goals.”

There was one dissent; Governor Miran, President
Trump’s recent appointment to the Board, favored a
25 basis point cut in the fed funds rate. There had
been some suggestions of multiple dissents, but
Chair Powell apparently maintains the backing of
most of the FOMC. Governor Walller, who had voted
for arate cut at the previous meeting in late January
along with Governor Miran, favored no change at
this meeting.

This release also included the Summary of Economic
Projections, or “dot plot,” which shows FOMC
participants’ outlooks for the economy and
monetary policy over the next few years. Even with
the conflict in Iran the outlook for real GDP growth
over the next few years is slightly higher compared
to the previous dot plot, fromm December 2025. The
outlook for the unemployment rate is little changed;
it is expected to remain slightly above 4% through
2027. The outlook for both overall and core
(excluding food and energy) inflation is slightly
higher in 2026 and 2027 compared to December,
due to both the conflict with Iran and recent higher
inflation readings.

The outlook for the federal funds rate is largely
unchanged from December. The median FOMC
participants has the rate at 3.4% at the end of 2026,
unchanged from December; this implies one 25
basis point cut in the fed funds rate this year. The
median rate at the end of 2027 and beyond is
expected to be 3.1%, implying an additional rate cut
next year.

Seven of the 19 FOMC participants expect no
change in the fed funds rate this year, with another
seven with one 25 basis point cut; the remaining five
are expecting two or more cuts this year.
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There was little surprising in today’s FOMC
statement and accompanying dot plot. The
statement said little on the situation with Iran, simply
calling the effects “uncertain.” The committee kept
the fed funds rate unchanged, with only one dissent
from Governor Miran, who has been persistently
calling for rate cuts. Not surprisingly the near-term
outlook for inflation moved slightly higher in the dot
plot, but there was also a slightly more robust
outlook for GDP growth and little change to the fed
funds rate outlook. At this point the FOMC is content
to keep the funds rate in its current 3.50% to 3.75%
range and see what happens with the labor market,
inflation, and the Iranian conflict. In his press
conference following the release of the statement
Fed Chair Powell did state that the conflict with Iran
is likely to push up inflation in the near term.

PNC’s March forecast has two 25 basis point FOMC
rate cuts in the second half of 2026, which would
bring the rate to range of 3.25% to 3.50% by the end
of 2026. But there are risks to both sides of that
forecast. Higher inflation, particularly higher core
inflation, could lead the Fed to be more
conservative with rate cuts. Alternatively, a
deterioration in the labor market with job losses and
a rising unemployment rate could spur more than
two cuts this year. Job growth may not be a
determinant of monetary policy in the near term:
Chair Powell in his press conference said that with
weak labor force growth, it could be that no net job
growth could be consistent with a steady
unemployment rate and maximum employment.

One wildcard is who the Fed Chair will be later this
year. Powell’s term as chair expires in a few months,
although his term as a member of the Board of
Governors does not end until 2028. In his press
conference Powell said that he would continue to
serve as chair until his successor is confirmed. He
also said that he would remain on the Board of
Governors until the investigation into him is “well
and truly over.” Finally, Powell said that his decision
to remain on the Board after that would depend on
what was best for the Federal Reserve.
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President Trump has nominated Kevin Warsh as Fed
Chair, but a Republican Senator has said that he wiill
hold up Warsh’s nomination as long as the Justice
Department continues to investigate Powell.
President Trump has been pressuring Powell and the
FOMC to aggressively cut the fed funds rate.

The fed funds futures market is pricing in a 97%
probability of no change in the fed funds rate at the
FOMC’s next meeting, on April 29, little changed
from yesterday. The futures market is pricing in one
25 basis point fed funds rate cut through the rest of
this year (range of 3.25% to 3.50% at the end of
2026). There was little reactionin the stock and bond
markets to the statement. The price of a barrel of
West Texas Intermediate crude oil is up slightly
following the release of the statement at above $97;
this is up from around $65 a barrel before the U.S.
and Israeli military actions against Iran.

Figure 1: FOMC SEP - Fed Funds Rate (midpoint)
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Figure 2: FOMC SEP - Real GDP (y/y % chg)
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Figure 3: FOMC SEP - Unemployment Rate (%)
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Figure 4: FOMC SEP - Headline PCE (y/y % chg)
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Figure 5: FOMC SEP - Core PCE (y/y % chg)
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Disclosures

The material presented and the views expressed herein are of a general nature and does not constitute the provision of
investment or economic advice to any person, or a recommendation of any particular securities, financial instruments,
strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant
information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should
seek the advice of an investment professional to tailor a financial plan to your needs.

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over
time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and
uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date
made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual
results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as
from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements.

“PNC” is a registered mark of The PNC Financial Services Group, Inc.

© 2026 The PNC Financial Services Group, Inc. All rights reserved.
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