Macro Overview

Congress passed legislation during last-minute negotiations to avert a default on the
nation’s debt. The suspension on the U.S. government’s $31.4 trillion debt ceiling is
temporary until lawmakers finalize legislation to fund ongoing federal obligations.

The impasse on the debt ceiling added strain to bond and equity markets in May.
Treasury bond yields rose as increasing debt level concerns triggered increased trading
in government bonds. Debt ceiling concerns in addition to the uncertainty surrounding
regional banks’ exposure to commercial real estate contributed to a volatile
environment throughout the month.

The Treasury Department plans to issue additional short-term debt to fund immediate
federal expenses, with $61 billion in 6-month bills and $68 billion in three-month bills
already issued as of the first of June. Treasury issuances, also known as auctions, are
part of the government’s

ongoing cash management

process. sa2
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The 49th summit of the G7 was

held in Hiroshima, Japan in late
May. The G7, which includes
leaders from developed $25
countries, gathered to discuss
the Russian invasion of
Ukraine, the climate crisis, the
pandemic, and global
geopolitical tensions. The G7
also conveyed concern
surrounding China’s economic
coercion and its stance on
Taiwan. 11
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The Fed’s most recent Beige
Book survey found that
demand for domestic
transportation services such as
trucking and railroad has been
decreasing. The survey also
found that commercial construction and real estate activity has also been decreasing
overall.
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