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* Investors received some clarity from the federal government on fiscal policy as the Trump administration signed an omnibus
tax and spending bill into law early in the month and continued to strike tariff agreements with trading partners

* The “One Big Beautiful Bill” extended the tax provisions from the Tax Cuts and Jobs Act from 2017, cut spending
on entitlement programs and clean energy, and raised the debt ceiling by $5tn to $41.1tn; the Congressional
Budget Office estimated that the bill would net increase the budget deficit by $3.4tn through 2034

» Although the federal government reported trade deals with major trading partners like Japan, the EU, and South
Korea, agreements with Mexico, Taiwan, and Canada have yet to be reached as the broad reciprocal tariff policy
goes into effect on August 1

« On the monetary policy front, President Trump continued to advocate for lower interest rates and briefly suggested firing
Federal Reserve Chair Powell, causing a momentary shock to Treasury yields; at its July meeting, the Federal Open Market
Committee kept the federal funds target rate range unchanged (4.25% - 4.50%)

* Treasury yields rose during the month and the inversion in the front-end flattened; the 2-year tenor increased by
24bps to 3.96%, while 3- and 6-month T-Bill yields remained roughly unchanged

* Investment-grade (IG) corporate spreads continued to tighten for the third consecutive month as the $81bn of supply fell
slightly short of dealers’ monthly estimates; high-yield spreads decreased as well, declining by 12bps from 290bps to 278bps

* The average spread of Bloomberg Corporate Index narrowed by 7bps to 76bps, just 2bps above the post-GFC low
of 74bps, which was set in November 2024

* The yield of the Bloomberg High Yield Index rose by 2bps from 7.06% to 7.08%; speculative-grade issuers
continued to take advantage of the low borrowing costs and attractive market backdrop as July’s $35bn of supply
marked the second-busiest month of issuance since September 2021

» Asset-backed securities outperformed other securitized sectors, driven by spread tightening among long-duration, stranded-
cost utility issues, which have rebounded following the LA wildfire-related underperformance in Q1

* The AAA municipal bond curve steepened during the month, and the 5-year muni/Treasury ratio dropped 7% to 64% while
the 30-year ratio rose 1% to 96%
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