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In April, when Kevin Warsh was nominated to lead the Federal Reserve, we wrote that a Warsh Fed would
likely offer less prepackaged forward guidance, asking investors to interpret inflation, growth, and policy in
real time. Two meetings into his tenure — June and July — we can now look to see how things are unfolding.
The shorter policy statement was substantively unchanged in July, forward guidance is gone, and the Chair
declined to publish his own projections in June. The Fed recorded its first split vote under Warsh, longer-
term Treasury yields have moved higher, and Warsh himself has shared how he thinks during the post-
meeting press conferences. In this Sight|Lines, we review the transcripts of these two press conferences to
learn those views, what that means for investors who must interpret more on their own, and what to watch
at Jackson Hole later this month.

THE TAKEAWAY: A NEW COMMUNICATION FRAMEWORK IS TAKING HOLD AT THE FED
Chair Warsh has established more concise and direct communication at his first two meetings, while the
Fed’s internal debate during meetings is becoming more visible. In summary:

e The framework introduced in June has held — a shorter policy statement and no forward guidance.
» The five task forces reviewing the Fed’s practices are staffed with deliberately differing views.

* June’s unanimous decision evolved into a 9-3 vote in July, with three officials preferring a rate
increase — a “family fight” Chair Warsh says he invited by design.

* During the July press conference, Chair Warsh shared more of his own reasoning, including the
conditions that would lead him to raise or lower rates.

* The Fed’s 2% inflation goal has been placed outside the scope of the reviews, softening a concern
that a higher target may be proposed ... and accepted.

* With less guidance from the Fed, investors may be demanding a higher term premium for the added
uncertainty, contributing to higher longer-term Treasury yields.

* Some tough questions — like how artificial intelligence investment affects the economy’s capacity, or
whether the Fed’s data is timely enough — will remain in focus.

* The August Jackson Hole Symposium and the September policy meeting will provide more insights.


https://www.stifel.com/newsletters/adgraphics/InSight/Sightlines/2026/SL042426.pdf
https://www.stifel.com/Newsletters/AdGraphics/InSight/Sightlines/2026/SL071626.pdf
https://omny.fm/shows/stifel-sightlines/a-new-chapter-at-the-fed-what-two-meetings-have-shown
https://vimeo.com/stifel/sightlines-080626

IN-DEPTH: WARSH FAVORS LESS FORWARD GUIDANCE BUT COMMUNICATES OPENLY DURING
PRESS CONFERENCES

Two Warsh press conferences provide some insights into how his new framework may work in practice. Going deeper:
e The communication approach Warsh introduced in June carried through in his second meeting:
o The short June policy statement was little changed in July.
o Chair Warsh held another post-meeting press conference and discussed his approach.
Five task forces are reviewing the Fed’s core practices, and that work is progressing:
o The reviews span communications, the balance sheet, data, productivity and jobs, and inflation frameworks, with
findings expected by year-end.
0 Each panelis staffed with differing views by design, and the Fed will remain the decision-maker on any changes.
The Committee recorded its first split vote under Warsh, which he described as a “family fight” by design:
0 June’s decision was unanimous, while July’s was 9-3, with three officials preferring a rate increase.
o Warsh’s use of the term “family fight” signals he welcomes debate, both in the task forces and policy discussions, and
he emphasized Fed officials agree on the objective — controlling inflation — but have different views on timing.
In July, Warsh offered even more insight into his own reasoning than he did in June:
o InJune, he deferred several questions to the reviews; in July, he engaged directly on how policy works through credit,
confidence, and currency channels.
0 He described a “reaction function” for policy change during periods of labor market equilibrium — tightening if
underlying inflation rises and easing if it falls.
Warsh has been clear that the 2% inflation objective is not up for debate, even with the task forces:
0 The June statement reinforced the Fed’s commitment to meeting its target.
o0 InJuly, Chair Warsh reinforced there is no soft or implicit target above 2%.
* As Warsh implements an approach with less forward guidance, he emphasizes the need to monitor market signals instead:
o For example, Warsh highlighted the increase in longer-term Treasury yields during his press conference.
0 Pressure on the long end drew in the Treasury Department recently, as Secretary Bessent asked the Fed to expand a
lending facility so Japan could defend the yen without selling its $1.14 trillion in Treasury holdings.
» Warsh offered comments about the challenges of gauging the economic impact of Al, from growth to inflation:
o Spending on Al-related equipment and software grew by nearly 20% over four quarters, but Warsh noted the Fed can
measure this investment while it must infer the boost to output.
o While chip and Al infrastructure prices are rising, Warsh said he prefers to monitor a broad set of inflation data.
 The Kansas City Fed’s Jackson Hole symposium in August is the next opportunity for Chair Warsh to share his thinking:
0 He’s indicated he plans to check in with the task forces beforehand and may provide an update.
0 We expect Warsh to frame larger questions on productivity and demographics.

WHAT WE THINK

Kevin Warsh has chaired two Fed meetings so far, and the approach we anticipated in April is now visible in practice.

The task forces represent a genuine effort to debate and consider reform. He has reinforced his preference for little forward
guidance and is beginning to share how he suggests the Fed — and by extension investors — can interpret market data as

an input to future Fed policy. This includes the idea of a “reaction function,” where we may expect the Fed to tighten policy
when underlying inflation rises and ease policy when it falls, provided the labor market is in equilibrium. But, as investors, we
have more to learn on the current and future shifts in the Fed’s approach, and we’ll pay close attention to the Jackson Hole
symposium and future Fed meetings.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a
complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions
expressed are subject to change without notice and do not take into account the particular investment objectives, financial situation,

or needs of individual investors. There is no guarantee that the figures or opinions forecasted in this report will be realized or achieved.
Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times, release written or oral commentary, technical
analysis, or trading strategies that differ from the opinions expressed within. Past performance is no guarantee of future results. Indices are
unmanaged, do not reflect fees or expenses, and you cannot invest directly in an index.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated
with international investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets
may involve greater risk and volatility than investing in more developed countries. Due to their narrow focus, sector-based investments
typically exhibit greater volatility. Small company stocks are typically more volatile and carry additional risks, since smaller companies
generally are not as well established as larger companies. Property values can fall due to environmental, economic, or other reasons, and
changes in interest rates can negatively impact the performance of real estate companies. When investing in bonds, it is important to
note that as interest rates rise, bond prices will fall. The Standard & Poor’s 500 Index is a capitalization-weighted index that is generally
considered representative of the U.S. large capitalization market. The Bloomberg software Index is a price-weighted index of software
companies located or doing significant business in the Silicon Valley. The Bloomberg 500 Financials Total Return Index tracks the financial
sector within Bloomberg 500 Universe. This index includes 87 constituent companies spanning various financial services sectors. The Dow
Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the
NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE Index (Europe, Australasia, and the Far East) is a free float-
adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the U.S.
and Canada. VIX is a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the
implied volatility of S&P 500 index options. The risk of loss in trading commodities and futures can be substantial. You should therefore
carefully consider whether such trading is suitable for you in light of your financial condition. The high degree of leverage that is often
obtainable in commodity trading can work against you as well as for you. The use of leverage can lead to large losses as well as gains.
Volatility is measured by calculating the standard deviation of the annualized returns over a given period of time.
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