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U.S. equities moved lower this week as investors closely monitored the progress of President Trump’s “big, beautiful bill” and the potential effects the legislation could have on the U.S. deficit. The plan is expected to raise the nation’s debt by $4
trillion over the next ten years with new spending included for action on the southern border and the U.S. military. The bill also includes reinstituting a deduction for state and local taxes with a cap of $40,000 on federal returns (SALT). The SALT
provision is controversial because it benefits affluent earners in high tax states. Critics of the bill state that it will disproportionately affect low-income households, as the bill includes cuts to education spending in areas like Pell grants, as well as cuts
to the Supplemental Nutrition Assistance Program (SNAP) formerly known as food stamps. Deficit concerns partially explain weaker demand and lower participation among bidders for the U.S. 20-year treasuries auction on Wednesday. Investors are
also becoming increasingly concerned that the Federal Reserve will have to hold interest rates higher for longer in the face of increased government spending. The lower demand in the auction caused bond yields to surge with the yield on the 10-year
note climbing as high as 4.6%, while the yield on the 30-year note is now above 5%. On Friday, President Trump proposed raising tariffs on goods from the European Union to 50%, starting June 1%, citing a lack of progress in current trade
negotiations. He also threatened Apple with a 25% tariff on iPhones unless those being sold in the U.S. are manufactured in the U.S. Concerns over tariff negotiations caused the equity markets to sell-off.
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