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What Now, FOMC?

DOUGLAS HOLTZ-EAKIN | OCTOBER 15, 2026

Yesterday the Bureau of Labor Statistics released the September report on the consumer
price index (CPI). Inflation was hotter than expected across the board. The top-line CPI rose
0.6 percent (an annual rate of 7.3 percent) and is now up 3.7 percent from September last
year. In August, year-over-year inflation was 3.4 percent. Core inflation was similar, rising
0.3 percent (an annual rate of 3.7 percent). Year-over-year inflation rose to 2.6 percent from
2.4 percent in August.

The chart shows the rates of inflation for the CPI, the core CPI, food, energy, and shelter
over the past 1 month, 3 months, 6 months, 9 months, and 1 year. Energy prices stand (way)
out and are measured on the right axis. An important aspect of the chart is that only food
inflation is at or below the 2-percent target, and then only for the past 3 months. All of the
remainder are above the target, and in some cases rising.

This is part of the recent underperformance by the Federal Reserve. September’s CPI report
is the 66th consecutive month that CPI inflation has exceeded the 2-percent target. This is
something that does not happen often: “Over the last 100 years, this current streak is just
the third time that consumer inflation has been above the Fed target for five years or
longer.”
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https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.bls.gov%2Fnews.release%2Fpdf%2Fcpi.pdf&data=05%7C02%7Cawatson%40americanactionforum.org%7C384aa37c258a4336d21908df2a2cf477%7C5dd79fc8d04f4f11a6664446bb3f0f43%7C0%7C0%7C639276044710604152%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=DiklpTnfgsfoWShtb4Be%2FjG6vtLPn7NCu0j61FnDV6Q%3D&reserved=0
https://nam12.safelinks.protection.outlook.com/?url=https%3A%2F%2Fx.com%2Fgunjanjs%2Fstatus%2F2110354410245398912%3Fs%3D12%26t%3DcxD8b8MInBgyZo0o4JAndQ&data=05%7C02%7Cawatson%40americanactionforum.org%7C384aa37c258a4336d21908df2a2cf477%7C5dd79fc8d04f4f11a6664446bb3f0f43%7C0%7C0%7C639276044710645444%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=WEQXhAHTfaTpXrxInfuy2LS0%2Bzw1gx5Nsa0TDyxPt3o%3D&reserved=0

Recent Trends in CPI Inflation and Its Components
(Percent Change, Annual Rate. Energy Inflation on Right Scale)
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The Federal Open Market Committee (FOMC) apparently is happy with this record. John
Williams - president of the New York Fed and vice chair of the FOMC - recently said there
was “no need for urgency” in raising interest rates. This was echoed by Fed vice chair Philip
Jefferson: “My colleagues and I will need to come to our own judgment, which may take
more time.”

Eakinomics would beg to differ. Inflation is a corrosive economic phenomenon.
Policymakers in economies suffering from chronic inflation have no good choices. They
either live with the inflation, which is incredibly unpopular, or they take the unpleasant
steps of higher rates and slower growth in jobs, sales, and income - which is not good news.
The quicker the Fed exits this unpleasant situation, the better.
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