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As post Iran war inflation has re-accelerated, US real wages have been slightly negative in 
2026, though not in steep decline.  Significant variance by type of worker, income bracket 
and US state also cloud the outlook

Source: (1) Bloomberg. Data as of June 5, 2026. 
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Kevin Warsh steps into the Fed Chair with a uniquely messy macro inheritance:  
structurally higher, war-induced inflation; a bond market that is already tight; and an 
outsized Fed balance sheet that has drifted into fiscal-political territory.  More pressing 
near term, reaccelerating supply-side inflation from the Iran war and fiscal policy largesse 
are difficult to remedy with the Fed’s demand-side tools.

Source: (1) Bloomberg. Data as of June 5, 2026. 
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Source: (1) Bloomberg. Data as of June 5, 2026. 
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Alongside a return to strict 2% inflation targeting, Fed Chair Warsh favors the Dallas Fed 
trimmed mean and Cleveland Fed median PCE over the Fed’s preferred core PCE gauge. 
He argues that removing one-off distortions produces a cleaner read on underlying price 
pressures. Notably, his preferred measures are not inherently dovish instruments, though in 
the current environment they suggest more flexibility and an earlier transition toward 
monetary easing.

Source: (1) Bloomberg. Data as of June 5, 2026. 

Core, median, & trimmed-mean PCE, y/y 

Fed Chair Warsh’s Preferred Inflation Measures
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Competing forces are re-shaping a US Treasury curve as it generally resets higher: (1) short 
end moving higher with energy prices and sticky inflation; (2) growth concerns dragging 
the long end; and (3) fiscal spending and structural demand dynamics pushing term premia 
and long end higher. 
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