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WITH UNIFIED GOVERNMENT, TAX CHANGES LIKELY  

With a Democrat-controlled Senate, the odds of further fiscal stimulus have gone up along with the likelihood of several 

changes to tax policy. Additional stimulus from here will continue to focus on pandemic relief and income replacement, but 

will also begin to build out more structural, long-term changes to our economy favored by the Biden administration. Although 

some deficit spending will occur, the combined stimulus effort will likely lead to tax increases. 

Here are some of the key potential tax changes we could see during a Biden administration: 

• Top marginal income tax rate increased to 39.6% from 37.0%. The lowest-hanging fruit of increases, 
although President-elect Biden has limited how much money it would raise by restricting it to incomes greater 
than $400k. 

• Income tax deductions lowered to 28% for high income taxpayers. This Obama-era proposal seems 
likely, although to become law it would probably need an exemption for charitable and mortgage deductions.  

• State and Local Tax (SALT) deduction reinstated. In 2017, Congress restricted the taxpayer deduction of 
state and local taxes to just $10,000. Reinstating the SALT deduction would overwhelmingly benefit high-
income taxpayers but is a top priority of Democratic legislators from high-tax states facing waves of out-
migration. This likely occurs at a 28% deduction (see above) rather than the full deduction.  

• Estate tax changes will be proposed, but the legislative math is difficult. Biden has proposed hiking the 
estate tax rate, cutting the estate tax exemption in half, shifting from a step-up basis to a carryover basis, and 
imposing an unrealized capital gains tax on the heir upon asset transfer. We take these four proposals 
seriously, especially given the focus on income inequality, but the legislative realities of a 50-50 Senate will 
make passage difficult.  

• Capital gains and dividend rate increased to between 25% and 28%. Given the focus on income inequality 
and the difference between wage and investment income, an increase here is likely. Though Biden likely 
wants to go higher, the political realities of a 50-50 Senate suggest the rate could fall in the range of 25-28%.  

• Corporate tax rate increased to ~25% from 21%, likely starting in 2022. Though Biden proposed a 28% 
rate, our projection settles at ~25% due to Senate dynamics. We estimate this would be a ~$40 billion tax 
increase on corporate income annually. Our guess is that the increase will not take effect until 2022, but that 
will depend on when Congress gets the legislation completed—and on the current US economic environment.  

• Corporate rate hikes on foreign source revenue. An increase in the corporate rate will automatically trigger 
an increase in tax rates on intangible income of US multinationals. Still, Biden has specifically proposed 
doubling this tax rate to 21.0% from 10.5% and that could have significant implications for technology and 
biotech firms.  

Of course, our list is a moving target. The economic environment and pace of reopening will ultimately determine the path 

of fiscal policy and we will keep an eye on developments as events unfold. No matter which changes come, the Baird team 

includes tax-planning strategists who can work with you and your Baird Financial Advisor to determine your best plan. 

Dan Clifton, Strategas 

Partner, Head of Policy Research 
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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.   

 

 


