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The current U.S.–Iran conflict has materially influenced monetary policy by constraining the Fed’s ability to ease and reinforcing a 
“higher‑for‑longer” interest rate posture. While the war has not prompted outright monetary tightening, it has significantly reshaped policy  
expectations through its impact on inflation risk and financial conditions. 
 
The primary transmission channel has been energy prices. Military escalation and shipping disruptions around the Strait of Hormuz have driven 
repeated spikes in oil prices. Increased energy costs have fed directly into fuel prices and transportation costs, increasing headline inflation 
and raising concerns that inflation expectations could become re‑anchored uncomfortably above the Fed’s 2% target. Just this week, policy 
makers have acknowledged that developments in the Middle East are contributing to elevated economic uncertainty and inflation risk. 
 
As a result, expected interest rate cuts have been delayed or repriced out entirely. Prior to the conflict, markets anticipated multiple rate cuts in 
2026. Following the escalation, policymakers emphasized that sustained oil‑driven inflation could make near‑term easing inappropriate, even if 
core inflation shows improvement. This has pushed the Fed toward an extended pause, adopting a wait‑and‑see posture while monitoring the 
duration and severity of the conflict’s effects on energy markets and inflation dynamics.  
 
The war has also tightened financial conditions indirectly. Increased geopolitical risk, higher expected defense spending, and inflation uncer-
tainty have pushed long‑term Treasury yields higher without direct Fed action. This dynamic has reduced pressure on the Fed to respond ag-
gressively, as markets have delivered a degree of de facto tightening on their own. 
 
Looking forward, policy expectations hinge on the conflict’s trajectory. A durable ceasefire would likely ease oil prices, lower headline inflation, 
and restore confidence in the disinflation trend. Under that scenario, rate cuts could return to the policy agenda, potentially earlier than cur-
rently expected. Conversely, escalation or prolonged disruption to oil flows would keep inflation risks elevated, delay easing indefinitely, and 
could force the Fed to maintain restrictive policy even in the face of slowing growth—creating a stagflationary risk profile. 
 
In sum, the Iran war has not changed the Fed’s inflation mandate, but it has meaningfully narrowed its policy flexibility. De‑escalation would 
restore optionality while escalation would further entrench a restrictive stance. 
 
We live in historic times!  Give us a call if you wish to further this discussion.     
 
Dennis Zimmerman Jr. 
Senior Vice President 
Senior Manager – Asset/Liability Services 
Commerce Bank – Capital Markets Group (CMG) 

Weekly Review—May 1, 2026 

NEW ISSUE MUNICIPAL CALENDAR 

Date Amount ($) Description Maturity 

05/04/2026  $2,405,000  Independence Community College KS COP  2027 - 2031  

05/05/2026  $9,275,000  Valley Center KS GO  2027 – 2041  

05/05/2026   $4,390,000  Baldwin City KS GO Temp Notes  2028 

05/05/2026  $5,080,000  Goddard KS Taxable GO Temp Notes  2029  

05/06/2026  $14,315,000  Emporia KS GO  2027 - 2046  

05/06/2026  $3,630,000  Derby KS GO Temp Notes  2028  
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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 3.66 3.63 4.41 
11th Dist. COFI (ECOFC) 2.73 2.73 2.94 
1-Yr. CMT 3.73 3.71 3.85 
Dow 49,499.27 46,565.74 40,752.96 
NASDAQ 25,114.45 21,840.95 17,710.74 
S&P 500 7,230.12 6,575.32 5,604.14 
Bond Buyer 4.62 4.94 5.14 

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 3.65 3.68 3.70 3.86 3.88 4.00 4.18 4.36 4.95 4.96 
Bullets    2 3 0 4 9   
NC-6 Mo.    20 37 50 53 58   
NC-1 Year    10 26 40 43 50   
NC-2 Year     5 21 27 35   

CMO Spreads to Treasuries 

 PAC Vanilla 
1-Year N/A +40 

2-Year 50 50 

3-Year 65 75 

5-Year 80 90 

   MBS Current Coupon Yields 
GNMA 30 Yr.  5.18% 

FNMA 30 Yr.  5.29% 

FNMA 15 Yr.  4.64% 

MUNI AA—BQ 

3 Mo. 2.56 

6 Mo. 2.56 

1-Year 2.56 

2-Year 2.48 

3-Year 2.49 

5-Year 2.61 

7-Year 2.79 

10-Year 3.07 

30-Year 4.55 

_______________________________________________________________________________________________________________________________________________ 
 

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 

Conf. Board Consumer Confid. 04/28/2026 89.0 92.2 (rev up) Apr 92.8 

MBA Mortgage Applications 04/29/2026 NA 7.9% Apr 24 -1.6% 

Durable Goods Orders 04/29/2026 0.5% -1.2% (rev up) Mar (P) 0.8% 

Housing Starts 04/29/2026 1,380k 1,356k Mar 1,502k 

FOMC Rate Decision (Upper) 04/29/2026 3.75% 3.75% Apr 29 3.75% 

Personal Income 04/30/2026 0.3% 0.0% (rev up) Mar 0.6% 

Personal Spending 04/30/2026 0.9% 0.6% (rev up) Mar 0.9% 

Initial Jobless Claims 04/30/2026 212k 215k Apr 25 189k 

GDP Annualized QoQ 04/30/2026 2.3% 0.5% 1Q (A) 2.0% 

Core PCE Price Index YoY 04/30/2026 3.2% 3.0% Mar 3.2% 


