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FOMC Minutes Heavy on Inflation, With

No Rate Change Imminent

Headlines

Gus Faucher

augustine.faucher@pnc.com

= According to the minutes from the late-April FOMC meeting participants

were focused on the outlook for inflation, concerned that inflation was likely
to remain above the 2% objective given the conflict with Iran.

= Participants viewed the labor market as stable.
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* High uncertainty was a major concern. There were elevated risks to both

higher inflation and a weaker labor market.

* Participants expected to keep the fed funds rate in its current range of 3.50%

to 3.75% in the near term.

* PNC'’s forecast is for no change in the fed funds rate in 2026 and beyond.

Details

Federal Open Market Committee participants were
concerned about inflation in the spring, according to
the minutes from their April 28-29 meeting.
Participants noted PCE inflation was above the
committee’s 2% objective prior to the U.S.-Israeli
military action against Iran, and that higher energy
prices in the wake of the conflict had pushed
inflation even further above 2%. Participants were
also concerned about core inflation (excluding food
and energy) that was above 2% and moving higher.
However, participants also noted that longer-term
inflation expectations remained contained.

The committee expected continued upward
pressure on inflation in the near term, from high
energy prices and the ongoing impact of tariffs on
goods prices. Participants did expect goods
inflation to ease later in 2026. Some participants
expected the adoption of artificial intelligence and

stronger productivity growth, as well as housing, to
be disinflationary in the near term. However, the
minutes also say that several participants said “that
price pressures associated with strong Al
investment expenditures would likely raise input
costs for a range of industries.” There was also
concern that inflation that has been above 2% since
2021 “could begin to have an increased effect on
wage- and price-setting decisions.”

The minutes also say that “almost all participants
noted that there was a risk that the conflict in the
Middle East could persist for an extended period or
that, even after the conflict ended, the prices of oil
and other commodities could remain elevated for
longer than expected.” Finally, the minutes say that
“the vast majority of participants noted an
increased risk that inflation would take longer to

FOMC Minutes | 1



PNC Economics Research

return to the Committee’s 2% objective than they
had previously expected.”

In discussing the labor market FOMC participants
noted that the unemployment rate had been stable
in late 2025 and early 2026, “while job gains had
remained low on average.” The consensus was that
the labor market was stable at the time of the
meeting, although most participants viewed “risks
to the employment side of the Committee’s dual
mandate were tilted to the downside.”

The outlook for the economy in the near term was
generally positive, with continued expansion and
robust business fixed investment. Household wealth
and fiscal policy were positives for near-term
growth in consumer spending, although “several
participants noted that consumer sentiment had
been low.” The conflict with Iran remained a source
of uncertainty.

With respect to financial stability participants noted
high asset valuations and the potential for a market
correction. Although there were concerns about
private credit, some participants took the view that
this “did not appear to pose risks to the broader
financial system.”

With inflation above the 2% objective, a stable labor
market, and solid economic growth, the committee
kept the fed funds rate unchanged in its range
between 3.50% and 3.75%. The minutes say that
“participants generally judged that the current
policy rate was within the range of plausible
estimates of its neutral level and that the Committee
still remained well positioned to base the extent and
timing of adjustments to the policy rate on incoming
data, the evolving outlook, and the balance of risks.
They remarked that holding the policy rate steady
would allow the Committee to gather additional
information on how developments in the Middle
East and other factors were affecting the economic
outlook before determining whether adjustment to
the policy rate would be warranted.”

Most participants took the view that the fed funds
rate could stay in its present range for longer than
previously anticipated, due to continued high
inflation and uncertainty surrounding the Middle
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East. Participants viewed risks as elevated both to
the upside for inflation and to the downside for the
labor market. Several participants viewed rate cuts
as possible later this year, assuming a quick
resolution to the conflict in Iran and an easing of
inflationary pressures from energy prices and tariffs.
However, some participants were concerned about
rising inflationary expectations that could create “a
greater tradeoff between the Committee’s
employment and inflation goals.”

Governor Miran, President Trump’s appointee to the
Board of Governors, dissented and favored a 25
basis point cut in the fed funds rate at the meeting.
Three regional Fed presidents also dissented, saying
that they “would have preferred to provide a more
two-sided characterization of the Committee’s
future interest rate decisions,” i.e., acknowledging
the potential for a near-term increase in the fed
funds rate.

The minutes from the late-April FOMC meeting make
it clear that inflation concerns dominated the
discussion. Participants noted not only inflation that
has been above the 2% objective for more than five
years, but that has also moved higher in response to
the conflict with Iran and has the potential to remain
elevated in the near term. There was also discussion
about the possibility that inflation expectations
could move higher, which would make the FOMC’s
task of getting inflation back to 2% even more
difficult.

The committee kept the fed funds rate unchanged.
With a stable labor market and uncertainty over the
situation in the Middle East, FOMC participants
believed the best approach was to keep the rate
where it is for now, and then adjust monetary policy
as additional information on inflation, the labor
market, the conflict with Iran, and the impact of
tariffs provide more clarity.

PNC’s forecast is that the FOMC will keep the fed
funds rate in its current range of 3.50% to 3.75% for
the rest of 2026 and beyond. Currently the fed funds
futures market is pricing in a 51% probability of no
change in the funds rate by the end of 2026, with a
47% probability of at least one increase in the rate
this year. There is also a 2% probability of a 25 basis
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point cut in the fed funds rate by the end of 2026.
There was little reaction in stock and bond markets
to the release of the minutes.
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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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