
 

The Presidential Debate Effect 
 
The U.S. bond market took investors by surprise since the election debate that 
lacked any discussion or credible plan to reduce the budget deficit, which, according 
to a recent report released by the Congressional Budget Office, is projected to reach 
$2 trillion in fiscal 2024. While the manufacturing PMI in both the U.S. and China 
indicates a persistent contraction in manufacturing activity and a slowing economy, 
the response of the U.S. bond market contrasts sharply with that of the Chinese 
bond market. While the interest rate on the Chinese 10-year bond hit a new low, the 
U.S. bond yield spiked by more than 20 basis points since the presidential debate. If 
it holds, this increase in interest rates will affect mortgage rates, car loans, and credit 
card interest. Comments from Jerome Powell today about disinflation failed to calm 
bond investors who have become focused on the excessive fiscal spending and 
widening federal deficit.  
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