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Strategas — a Baird Company provides market strategy and perspective
to help you better understand what is happening in the world today and

how it impacts your portfolio and plans. Exclusive to Baird, these premier
market, macroeconomic, and policy insights complement the planning and

investment strategy work of your Financial Advisor.

ALL EYES ON GEORGIA

Tomorrow Georgia voters will head to the polls to
decide which party will control the US Senate.
Republicans need to win just one of the two Senate
races to maintain the Senate majority and have been
favored since Election Day (though recent betting odds
and polling data show the gap narrowing significantly).
Given the impact of historic early voter turnout, the
unique nature of special runoff elections, and recent
polling issues, we see a razor thin margin (no better
than a coin flip) and a challenging race to handicap; In
a way, we are all guessing at this point.

Though the November election ended the idea of the
Blue Wave (i.e. Democrats win 53-55 Senate seats,
eliminate filibuster, and get nearly all of their proposed
stimulus spending, tax increases, climate initiatives,
and health care agendas passed), Democrats can still
achieve some policy objectives under a 50-50 Senate.
This is especially true given the political capital of
having a new president and budget reconciliation,
which allows for tax and spending items to pass with a
simple majority. Republicans in 2001 had a 50-50
Senate and a razor-thin majority in the House when
George W. Bush was first elected. Yet, the Republicans
were able to pass a $1.3 trillion tax cut, No Child Left
Behind, and a big boost to the Defense budget. It would
be foolish to think Democrats won’t be able to secure
some policy accomplishments under a 50-50 Senate.

With that in mind, we've outlined some potential policy
outcomes under both Republican and Democratic
Senates in the table to the right. We'll have our eyes on
the elections tomorrow. Be sure to reach out to your
Baird Advisor if you have any additional questions that
relate to your own portfolio and plan.

Dan Clifton, Strategas
Partner, Head of Policy Research

The January 5 run-off election in Georgia will determine which party
controls the Senate. Here's how the result could affect policy.

Republican Senate

Democrat Senate

Taxes

Fiscal
Spending

Financial
Regulation

Infra-
structure

Energy &
Climate

Health
Care

Tech/
Antitrust

Defense

No increases; potential extension of
100% expensing, R&D tax credit, and
interest deductibility at end of 2022

Limited and largely dependent on the
success of the vaccine. Debt ceiling
needs to be raised in July.

Likely slowdown and moderation of
regulatory appointments such as the
Fed, Treasury, CFTC and SEC

Highway and other infrastructure are
an area where we could see cross-
aisle compromise

Unlikely to see higher taxes for fossil
fuel companies or significant climate
spending

No major changes to the ACA; possible
drug-pricing could mean one-time hit to
earnings; effort to on-share PPE

No major antitrust law changes. Efforts
to pass privacy and Section 230
reforms. Regulators will matter more
than Congress here.

Spending likely to be roughly flat in the
next year or two

Higher top-income rate; corp. rate
~25% for 2022; higher taxes on foreign
profits, capital gains and dividends;
state & local deduction reinstated

Potential for $1.5 trillion on climate,
infrastructure, states, education, and
health care. Possible direct payments
of $2000

Dems will have an easier time making
appointments for key slots, that could
effect requirements for bank stress
tests

Infrastructure spending deal likely, and
will be larger than if Republicans keep
the Senate

Potential for a large boost for climate
spending: Solar, wind, electric vehicles,
power-charging stations, and biofuels

Expansion of the ACA. Possible
expansion of Medicaid to residents in
states that declined to expand
Medicaid. More aggressive drug
pricing restrictions. On-shoring of PPE.
NIH spending increases.

No major antitrust law changes. More
progress on passing privacy legislation
and possibly some Section 230
reforms. Congress will allocate more
money for DOJ / FTC to more
aggressively press cases.

Spending is likely to be flat or down
over the next two years.
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Disclosures

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed
here reflect our judgment at this date and are subject to change. The information has been obtained from sources we
consider to be reliable, but we cannot guarantee the accuracy.

This report does not provide recipients with information or advice that is sufficient to base an investment decision on. This
report does not take into account the specific investment objectives, financial situation, or need of any particular client and
may not be suitable for all types of investors. Recipients should consider the contents of this report as a single factor in
making an investment decision. Additional fundamental and other analyses would be required to make an investment
decision about any individual security identified in this report.

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor
and/or your tax or legal advisor.

Fixed income yield and equity multiples do not correlate and while they can be used as a general comparison, the
investments carry material differences in how they are structured and how they are valued. Both carry unique risks that the
other may not.

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All
investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.

Strategas Asset Management, LLC and Strategas Securities, LLC are affiliated with and wholly owned by Robert W. Baird
& Co. Incorporated, a broker-dealer and FINRA member firm, although the firms conduct separate and distinct businesses.

Copyright 2020 Robert W. Baird & Co. Incorporated.

Other Disclosures

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which
Robert W. Baird Limited holds an ISD passport.

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial
Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may
not be distributed to private clients. Issued in the United Kingdom by Robert W. Baird Limited, which has an office at
Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial
Conduct Authority. For the purposes of the Financial Conduct Authority requirements, this investment research report is
classified as objective.

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license. RWBL
is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws. This
document has been prepared in accordance with FCA requirements and not Australian laws.
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