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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. 

 

TWO-PART STIMULUS   ǀ   PASSAGE PATH KEY   ǀ   TAX CHANGES LIKELY  

This week marked the inauguration of a new president, so we wanted to take some time to detail our outlook for fiscal 

stimulus and potential tax changes under the new administration. Now that Democrats have control of the presidency, the 

House, and the Senate (albeit with narrow margins), we expect a push to enact additional stimulus. Though Congress just 

passed a $900B package in December, President Biden has already proposed an additional $1.9T in pandemic relief. 

We expect Democrats to pursue stimulus in 2021 in two parts. The 

first will be a smaller package focused on additional income 

replacement, including direct checks, that could pass by the end 

of February. As seen to the right, these policies have helped shore 

up consumer finances throughout the pandemic (“transfer 

receipts” refers to payments from the government). The second 

will be a larger package focused on infrastructure, climate 

spending, and other priorities. That could pass midyear.  

Size, scope, and speed of enactment depends on the path each 

package takes through Congress. Democrats could try to 

compromise with Republicans and pass the measures with 60 

Senate votes, but that likely lowers the size. Or they could use budget reconciliation which can be passed by just 51 votes 

but restricts what can be included. We’ll be watching developments here closely. 

The other item to consider is the tax increases necessitated by the increase in federal spending; Biden has suggested a 

number of tax changes at both the individual and corporate level, which we’ve summarized here (and also here): 

• Raising the highest individual tax rate from 37% to 39.6%. 

• Lowering the value of income tax deductions to 28% for high-income taxpayers (w/ some exemptions). 

• Reinstating the state and local tax (or SALT) deduction up to 28%. 

• Increasing the capital gains and dividend tax is also possible, likely in the range of 25% to 28% by our estimates.  

• Raising the corporate tax rate – our guess is to 25%, likely delayed until 2022 given the economic challenges. 

• Increasing taxes on foreign source revenue of US multinationals; Biden has proposed doubling this rate to 21%.  

Estate tax changes have also been proposed, but a split Senate makes anything there difficult. In the end, any increases 

will be dependent on the situation in Washington and the strength of the US economy. If we see the pandemic getting under 

control and the economy re-opening by mid-year, that will change the calculus on both stimulus and tax policy. As always, 

reach out to your Baird Advisor to discuss how these issues may impact your plan. Stay healthy and see you next week. 

 

Jeannette Lowe, Strategas 

Director of Policy Research 
 

Ross Mayfield, Baird PWM Research 

Investment Strategy Analyst 

Market Strategy Weekly 
January 22, 2021 

https://content.rwbaird.com/BairdWealth/PDF/Washington-Policy-Research-First-a-stimulus-plan-then-higher-taxes.pdf
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IMPORTANT DISCLOSURES 

This communication was prepared by Strategas Securities, LLC (“we” or “us”). Recipients of this communication may not 

distribute it to others without our express prior consent. This communication is provided for informational purposes only and 

is not an offer, recommendation or solicitation to buy or sell any security. This communication does not constitute, nor should 

it be regarded as, investment research or a research report or securities recommendation and it does not provide information 

reasonably sufficient upon which to base an investment decision. This is not a complete analysis of every material fact 

regarding any company, industry or security. Additional analysis would be required to make an investment decision. This 

communication is not based on the investment objectives, strategies, goals, financial circumstances, needs or risk tolerance 

of any particular client and is not presented as suitable to any other particular client; therefore, this communication should 

be treated as impersonal investment advice. The intended recipients of this communication are presumed to be capable of 

conducting their own analysis, risk evaluation, and decision-making regarding their investments.  

For investors subject to MiFID II (European Directive 2014/65/EU and related Delegated Directives): We classify the 

intended recipients of this communication as “professional clients” or “eligible counterparties” with the meaning of MiFID II 

and the rules of the UK Financial Conduct Authority. The contents of this report are not provided on an independent basis 

and are not “investment advice” or “personal recommendations” within the meaning of MiFID II and the rules of the UK 

Financial Conduct Authority.  

The information in this communication has been obtained from sources we consider to be reliable, but we cannot guarantee 

its accuracy. The information is current only as of the date of this communication and we do not undertake to update or 

revise such information following such date. To the extent that any securities or their issuers are included in this 

communication, we do not undertake to provide any information about such securities or their issuers in the future. We do 

not follow, cover or provide any fundamental or technical analyses, investment ratings, price targets, financial models or 

other guidance on any particular securities or companies. Further, to the extent that any securities or their issuers are 

included in this communication, each person responsible for the content included in this communication certifies that any 

views expressed with respect to such securities or their issuers accurately reflect his or her personal views about the same 

and that no part of his or her compensation was, is, or will be directly or indirectly related to the specific recommendations 

or views contained in this communication. This communication is provided on a “where is, as is” basis, and we expressly 

disclaim any liability for any losses or other consequences of any person’s use of or reliance on the information contained 

in this communication.  

Strategas Securities, LLC is a registered broker-dealer and FINRA member firm, as well as an SEC-registered investment 

adviser. It is affiliated with Strategas Asset Management, LLC, an SEC-registered investment adviser. Strategas Securities, 

LLC is also affiliated with and wholly owned by Robert W. Baird & Co. Incorporated (“Baird”), a broker-dealer and FINRA 

member firm, although the two firms conduct separate and distinct businesses.  

A complete listing of all applicable disclosures pertaining to Baird with respect to any individual companies mentioned in 

this communication can be accessed at http://www.rwbaird.com/research-insights/research/coverage/thirdpartyresearch-

disclosures.aspx.  

You can also call 1-800-792-2473 or write: Robert W. Baird & Co., PWM Research & Analytics, 777 E. Wisconsin Avenue, 

Milwaukee, WI 53202. 
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