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The Fed: A House Divided on Its Approach to 
Inflat ion    

The Fed?s decision to maintain interest rates wasn?t unanimous at its 

July Federal Open Market Committee (FOMC) meeting. Three 

members dissented in favor of a quarter-point rate increase. 

According to the meeting minutes, many part icipants expect that 

inflat ion will subside in the latter half of the year, while several 

members were vocal that addit ional policy t ightening would be 

required if inflat ionary pressures persisted. The Fed ult imately held 

benchmark interest rates steady, cit ing t ighter financial condit ions as 

a reason for refraining from a rate hike at this t ime.  

The Fed reached its interest rate decision one day prior to the release 

of the Q2 gross domestic product (GDP) report.  GDP growth slowed to 

1.5% from 2.1% in the prior quarter. The slowdown in GDP growth is 

attributable in part  to rising imports and a larger trade deficit  

stemming from increasing demand of foreign-made chips as part of 

the AI boom. Despite the moderat ion of GDP growth, consumer 

spending increased 3.2% in Q2 after growing by only 0.5% in Q1. Data 

from the most recent GDP report suggests that the resilience of the 

U.S. consumer persists. Despite elevated energy costs and an 

uncertain geopolit ical backdrop, consumers cont inued to spend more 

on goods and services.  

In addit ion to the most recent GDP report, the Fed will have addit ional 

inflat ionary data to inform its interest rate decision at its September 

meeting. The recent difference in opinions among the bank presidents 

is an indicat ion of the uncertainty and growing tension around the 

best approach to batt ling inflat ion which remains above the Fed?s 2% 

target. If inflat ion levels don?t show signs of easing before the 

September meeting, there is the possibility for the Fed votes to be 

even more divisive.  

Mat urit y 8/ 17/ 26 7/ 15/ 26 CHANGE

3 Month 3.782% 3.777% 0.005%

6 Month 3.899% 3.882% 0.017%

1-Year 3.973% 3.960% 0.013%

2-Year 4.175% 4.135% 0.041%

3-Year 4.253% 4.181% 0.072%

5-Year 4.375% 4.262% 0.112%

10-Year 4.722% 4.547% 0.175%

30-Year 5.306% 5.079% 0.227%

Mat urit y 8/ 17/ 26 7/ 15/ 26 CHANGE

3 Month 3.660% 3.650% 0.010%

6 Month 3.720% 3.710% 0.010%

1-Year 3.790% 3.800% -0.010%

2-Year 4.208% 4.171% 0.037%

3-Year 4.281% 4.218% 0.063%

5-Year 4.409% 4.309% 0.100%

Mat urit y 8/ 17/ 26 7/ 15/ 26 CHANGE

1 Month 3.705% 3.706% -0.001%

3 Month 3.842% 3.876% -0.035%

6 Month 4.033% 4.069% -0.037%

9 Month 4.172% 4.196% -0.024%

Dat a Period Value

GDP QoQ Q2 '26 1.50%

U.S. Unemployment Jul '26 4.10%

ISM Manufacturing Jul '26 55.6

PPI YoY Jul '26 4.70%

CPI YoY Jul '26 3.40%

Fed Funds Target Aug 20, 2026 3.50% - 3.75%
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