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Monetary Policy & the Fed 
This week’s Fed policy decision was influenced by the ongoing war in the Middle East, even though the conflict did not directly trigger 
a change in interest rates.  On Wednesday, the Federal Open Market Committee (FOMC) held the federal funds rate unchanged at 
3.5%–3.75%, primarily due to heightened inflation risks.  The conflict has disrupted global energy markets, particularly through threats 
to shipping in and around the Strait of Hormuz, a critical corridor for roughly one‑fifth of the world’s oil supply. In the lead‑up to this 
week’s policy meeting, crude oil prices rose above $100 per barrel, lifting gasoline, transportation, and logistics costs. Fed officials 
judged that these energy shocks could pass through to broader consumer prices, complicating the inflation outlook at a time when 
inflation remains above target. 
 
Economic backdrop 
Absent the war, recent economic data—showing mixed labor‑market momentum and some prior easing in inflation—might have 
justified further rate cuts following the Fed’s three 25bps reductions late last year. However, policymakers were concerned that  
inflation could re‑accelerate quickly if energy disruptions persist or escalate. As a result, the Fed emphasized caution with their “wait 
and see” stance vs cutting benchmark rates, thus additional economic stimulus. 
 
The Fed’s Dot Plot 
The Fed’s primary forward guidance tool - the Dot Plot - revealed the Committee’s increased uncertainty around future policy action.  
While their updated projections still leave open the possibility of easing later this year, officials stressed that there is low confidence 
in the timing &/or magnitude of future benchmark cuts until there is greater clarity on the duration and economic impact of the  
conflict. Market expectations subsequently shifted toward fewer, or potentially no, rate cuts this year. 
 
Bottom line 
War has constrained monetary policy flexibility, reinforcing the Fed’s decision to pause and prioritize their inflation mandate amid 
elevated geopolitical uncertainty.  Understanding that intermediate and longer-term investment yields are up as much as 50bps 
since the start of the conflict, consider this run up in yield a buying opportunity!  
 
Dennis Zimmerman Jr. 
Senior Vice President 
Senior Manager – Asset/Liability Services 
Commerce Bank – Capital Markets Group (CMG) 

 
 
 
 
 
 
 
 

Weekly Review—March 20, 2026 

NEW ISSUE MUNICIPAL CALENDAR 

Date Amount ($) Description Maturity 

  There are no expected deals coming for MO or KS next week.  
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KEY INDICES 

 Current Last Month One Year Ago 
Prime Rate 6.75 6.75 7.50 
Discount Rate 3.75 3.75 4.50 
Fed Funds Rate 3.64 3.64 4.33 
Interest on Reserve Bal. 3.65 3.65 4.40 
SOFR 3.62 3.67 4.29 
11th Dist COFI (ECOFC) 2.74 2.78 2.94 
1-Yr. CMT 3.80 3.50 4.10 
Dow 45,574.92 49,625.97 41,953.32 
NASDAQ 21,647.61 22,886.07 17,691.63 
S&P 500 6,506.63 6,909.51 5,662.89 
Bond Buyer 4.81 4.75 4.30 

Treasuries & New Issue Agencies (Spread to Treasuries) 
 3 Mo. 6 Mo.  1-Yr.  2-Yr.  3-Yr. 5-Yr. 7-Yr 10-Yr 20-Yr 30-Yr 

Treasuries 3.69 3.74 3.80 3.92 3.92 4.01 4.18 4.36 4.94 4.92 
Bullets    2 1 0 4 10   
NC-6 Mo.    25 42 60 62 67   
NC-1 Year    10 30 50 50 55   
NC-2 Year     1 25 40 40   

CMO Spreads to Treasuries 

 PAC Vanilla 
1-Year N/A +40 

2-Year 50 50 

3-Year 65 75 

5-Year 90 95 

MBS Current Coupon Yields 
GNMA 30 Yr.  5.37% 

FNMA 30 Yr.  5.42% 

FNMA 15 Yr.  4.79% 

MUNI AA—BQ 

3 Mo. 2.19 

6 Mo. 2.19 

1-Year 2.19 

2-Year 2.22 

3-Year 2.30 

5-Year 2.45 

7-Year 2.68 

10-Year 3.01 

30-Year 4.57 

_______________________________________________________________________________________________________________________________________________ 
 

Investment suitability must be determined individually for each investor, and the securities included in this document may not be suitable for all 
investors. The information presented is not intended to constitute an investment recommendation or solicitation (offering) for, or advice to, any 
specific entity or person. By providing this information, neither Commerce Bank or any of its affiliates is undertaking to give advice in any fiduci-
ary capacity within the meaning of ERISA, the Internal Revenue Code or any other regulatory framework. Before making any investment, inves-
tors should read the related prospectus, term sheet or offering memorandum. 
LJ Hart & Company is a wholly-owned subsidiary of Commerce Bank, and may serve as either a municipal advisor or underwriter of a particular 
issuance of municipal securities.  Underwritten municipal securities offerings may be distributed by its affiliates, Commerce Brokerage Services 
Inc. and the Commerce Bank Capital Markets Group (Affiliates). In such case, LJ Hart & Company will remit a portion of the underwriting fee or 
a dealer concession to Affiliates as compensation for the Affiliates’ distribution services. 
Securities are provided through Commerce Brokerage Services, Inc (CBSI), a subsidiary of Commerce Bank, member FINRA, SIPC, and Com-
merce Bank Capital Markets Group (CMG), a division of Commerce Bank (the “entities”).  Investments in securities are NOT FDIC insured; 
NOT Bank-Guaranteed; MAY lose value.  The opinions expressed herein reflect that of the author and are not a complete analysis of every 
material fact respecting any company, industry, or security.  The author’s opinions do not necessarily reflect that of Commerce Bank or its affili-
ates.  CDs are direct financial obligations of the issuing financial institution and are not, either directly or indirectly, an obligation of Commerce 
Bank.  Information contained herein is from sources deemed reliable but cannot be guaranteed.  Prices and/or yields are subject to change and 
investments are subject to availability.  The entities are not acting as your Portfolio Manager, Investment Advisor or  ‘municipal advisor’ within 
the meaning of Section 15b of the Securities Exchange Act and therefore do not act in a fiduciary capacity.  The entities do not provide tax ad-
vice (please refer to your tax professional).     

Economic Release Date Survey Prior Data Period Actual 

Empire Manufacturing 03/16/2026 3.9 7.1 Mar -0.2 

Industrial Production MoM 03/16/2026 0.1% 0.7% Feb 0.2% 

MBA Mortgage Applications 03/18/2026 NA 3.2% Mar 13 -10.9% 

PPI Final Demand MoM 03/18/2026 0.3% 0.5% Feb 0.7% 

Factory Orders 03/18/2026 0.1% -0.4% Jan 0.1% 

Durable Goods Orders 03/18/2026 0.0% 0.0% Jan (F) 0.0% 

FOMC Rate Decision (Upper) 03/18/2026 3.75% 3.75% Mar 18 3.75% 

Initial Jobless Claims 03/19/2026 215k 213k Mar 14 205k 

Leading Index 03/19/2026 -0.1% -0.2% Feb -0.1% 

New Home Sales 03/19/2026 723k 712k (rev down) Jan 587k 


