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The Fed voted unanimously to keep rates unchanged at Kevin Warsh’s inaugural meeting as Chair. 
During its June meeting, the Federal Open Market Committee (FOMC) voted unanimously to 
maintain the federal funds rate unchanged at a target range of 3.50-3.75%.  
 
Chair Warsh wasted no time implementing his promised structural reforms, highlighted by a 
comprehensive overhaul of the post-meeting statement. True to his long-standing criticism of the 
Fed’s communication strategy, Warsh completely eliminated traditional forward guidance from the 
text, drastically shortening the statement to just 132 words (from over 300 in April). Specifically, 
phrases detailing the future trajectory of monetary policy and the specific economic markers 
required to trigger a policy pivot were entirely removed. Instead, the streamlined statement focused 
strictly on current economic facts, reflecting a sharp pivot toward a genuinely data-dependent, 
reactionary framework. These changes are explicitly intended to break the financial market's heavy 
reliance on central bank signalling, affording policymakers maximum flexibility to react to incoming 
data.  
 
The revamped statement characterised the economy as solid despite elevated uncertainty. The 
text noted that broader economic activity remains solid, supported by strong productivity and 
investment. Furthermore, it highlighted that job gains have kept pace with the workforce while the 

Comprehensive Revamp under Warsh Signals Structural Shift at the Fed 

Summary: 
• The Fed unanimously held rates unchanged at 3.50-3.75% during its June Meeting. 

• Kevin Warsh’s inaugural meeting as Chair marked a distinct structural pivot, highlighted by 

the abandonment of forward guidance and the introduction of specialised task forces. 
• The updated dot plot revealed a hawkish tilt among members, driven by an expected 

acceleration in inflation.  
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unemployment rate remains stable. Acknowledging that inflation remains elevated, driven by recent 
supply shocks in the energy sector, the statement firmly emphasised that the FOMC is committed 
to “delivering price stability”. This language reinforces Warsh’s long-standing core mission to bring 
inflation under control.  
 
To drive his reform agenda, Warsh announced the creation of specialised task forces. Warsh 
announced the establishment of new task forces across five distinct areas: 1) communications, 2) 
balance sheet policy, 3) use and reliance on existing data sources, 4) productivity and jobs, and 5) 
inflation frameworks. Warsh clarified that these task forces will start from first principles, asking 
hard questions, reviewing current practices, considering alternatives and, ultimately, proposing next 
steps for policymakers. This institutional pivot reflects Warsh’s desire to embed his reform mandate 
into the Fed’s architecture. 
 
The updated dot plot revealed a hawkish tilt among members. Despite abandoning forward 
guidance, Warsh endorsed continued publication of the Summary of Economic Projections (SEP), 
though he refrained from submitting his own projections. He further noted that all the submissions 
were written in pencil, underscoring that the projections remain subject to significant uncertainty. 
For those who submitted, the June dot plot showed a marked upward shift in rate expectations: 9 
members projected rate hikes of 25 to 75 basis points (bps) in 2026, compared to 8 members 
expecting rates to remain unchanged and one opting for a 25 bp rate cut. Consequently, the median 
fed funds rate for end-2026 shifted to 3.8%, up from 3.4% in the March SEP. Projections for 2027 
and 2028 were also revised higher to 3.6% and 3.4%, respectively, up from 3.1% for both. Meanwhile, 
the median long-run neutral rate remained unchanged at 3.125%. This hawkish tilt reflects deep-
seated concerns over sticky inflation among many FOMC members. 
 

Inflation forecasts were revised notably higher across the forecast horizon. According to the June 
SEP, median projections for core PCE inflation were revised up notably to 3.3%, 2.5%, and 2.1% for 
2026, 2027, and 2028, up from 2.7%, 2.2%, and 2.0% in March, respectively. In addition, the median 
GDP growth projections for 2026 were revised down to 2.2% from 2.4%, while unemployment rate 
projections were little changed.  
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FOMC Projections 2026 2027 2028 Longer 

run (June 2026)       

Real GDP growth (%) 2.2 2.3 2.2 2.0 

[March 2026] [2.4] [2.3] [2.1] [2.0] 

Unemployment rate (%) 4.3 4.3 4.2 4.2 

[March 2026] [4.4] [4.3] 4.2 [4.2] 

Core PCE inflation (%) 3.3 2.5 2.1 - 

[March 2026] [2.7] [2.2] 2.0   

Fed Funds rate (%) 3.8 3.6 3.4 3.1 

[March 2026] [3.4] [3.1] [3.1] [3.1] 

Source: The Fed       
 

 
Price stability is highlighted as the key focus under Warsh’s leadership. During his first post-
meeting press conference, Warsh struck a resolute tone, emphasising price stability as paramount 
to long-term economic health. He further underscored that under his leadership; the Fed will 
remain insulated from short-term market fluctuations or political pressures.  
 
Looking ahead, the hawkish tilt in the dot plot materially increases the likelihood of a rate hike in 
2026, though we do not believe this marks the beginning of a sustained rate hike cycle. Our baseline 
scenario currently expects the Fed to implement one 25 bp insurance hike in 2026, likely in 
September or October before staying put throughout 2027.  
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Disclaimer 

This material is prepared by The Bank of East Asia, Limited (“BEA”) for customers’ reference only. The content is 
based on information available to the public and reasonably believed to be reliable, but has not been independently 
verified. Any projections and opinions contained herein are expressed solely as general market commentary, and do 
not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or guaranteed 
return in respect of such an offer. The information, forecasts, and opinions contained herein are as of the date 
hereof and are subject to change without prior notification, and should not be regarded as any investment product 
or market recommendations. This material has not been reviewed by the Securities and Futures Commission of 
Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in Hong Kong. 
 
BEA will update the published research as needed. In addition to certain reports published on a periodic basis, other 
reports may be published at irregular intervals as appropriate without prior notice. 
 
No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or 
completeness of the information and stated returns contained in this material, and no liability is accepted for any 
loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or 
other aspects). Investment involves risks. The price of investment products may go up or down, and may become 
valueless. Past performance is not indicative of future performance. The investments mentioned in this material 
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or 
other needs of each recipient are not considered. Therefore, you should not make any investment decisions based 
solely on this material. You should make investment decisions based on your own investment objectives, investment 
experience, financial situation, and specific needs; if necessary, you should seek independent professional advice 
before making any investment. 
 
This material is the property of BEA and is protected by relevant intellectual property laws. Without the prior written 
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published, 
broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any 
media platforms that exist now or are developed later. 
 
For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email: 
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong). 
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