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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. 
 

CANDY (SPENDING) AND SPINACH (TAXES) BOTH ON THE MENU  

As quickly as the ink was dry on the $1.9 trillion American Rescue Plan, focus began shifting to passage of a new 

infrastructure bill. President Biden plans to break his infrastructure plan into two parts, with the first part consisting of physical 

infrastructure investments paid for with corporate tax rate increases. In the coming weeks we expect a second proposal that 

will focus on “social infrastructure” that will be paid for with tax increases on high net worth individuals and limits on drug 

prices. Altogether the plan should increase spending $4 trillion over the next eight years and raise an almost equal amount 

of taxes over 10 years. If the tax increases are enacted as proposed, this would mark the largest tax increase since 1968.  

On March 31, President Biden proposed the first part of his two-part infrastructure plan consisting of $2.25 trillion of new 

spending on physical infrastructure. Biden’s plan focuses spending on both traditional infrastructure (highways, roads, 

bridges, rails, electrical grid, broadband, water) and non-traditional infrastructure such as home health care and alternative 

energy. Notably the Biden proposal spends more money on electric vehicles, $174 billion, than highways ($110bn), a sign 

of this administration’s commitment to climate change. The proposal also notably increases spending on water projects to 

avoid future instances of water contamination like what happened in Flint, Michigan.   

With the US holding a $4 trillion budget deficit currently and COVID-

19 economic fallout winding down, new spending will likely be paid 

for. President Biden proposed his first set of tax increases with higher 

taxes on US companies. Our calculations suggest the Biden plan, if 

implemented, would raise the effective corporate tax rate by 6.8 

percentage points in 2022 (about the size of the Trump 

administration’s 2017 tax cut). The proposal calls for raising the 

corporate tax rate to 28%, instituting a 15% minimum tax, and more 

than doubling the tax rate on international income. Biden’s proposal 

moves the US towards a structure that taxes companies’ earnings on 

a worldwide basis that we believe puts US companies at a 

competitive disadvantage globally. 

We are at the beginning of the legislative debate over this new infrastructure package and we anticipate that Congress will 

have more influence in modifying the details than was the case with the COVID-19 package passed earlier this year. This 

could create a volatile legislative process. Our sense is that Republicans are unlikely to raise taxes and Democrats will 

again use budget reconciliation to pass the legislation with just 51 votes in the Senate. The Senate Parliamentarian’s recent 

ruling that Democrats can use an already passed budget resolution for another reconciliation bill was important as it would 

save Democrats about one month in getting the package done. Reconciliation is still an arduous process though. New 

authorizations of spending are tough to get through (e.g. climate spending) and specific infrastructure projects were thrown 

out of the COVID package. There are ways around some of these restrictions, but for others, Democrats may get frustrated, 

which could lead to Democrats overruling the Parliamentarian, firing her, or getting rid of the filibuster.  
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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.   

 

 


