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President Biden and Congress agreed to a roughly $2 trillion stimulus back in March and are 
now contemplating two new additional multi-trillion-dollar pieces of legislation, on both infra-
structure and social spending, funded by massive tax hikes. Ultimately, though, it is extremely 
important to keep in mind that the legislative process surrounding these bills is going to be long 
and arduous and that it is going to be very diffi  cult for the Biden Administration to get everything 
it wants. The best bet now is that spending and taxes both go up, but not nearly as much as Presi-
dent Biden has asked for. 

Loose monetary policy, the government cutting checks like never before, and vast roll-out 
of the COVID-19 vaccines has led to really strong economic data. The problem is that this rap-
id growth, like a “sugar high,” is not going to last. Look for the economy to slow in the future as 
unprecedented government spending and Federal Reserve money-printing slow from the current 
torrid pace, and small businesses struggle to recover from being shut down. However, entrepre-
neurship is not dead, businesses will re-open, and the US will benefi t from productivity gains as a 
by-product of technology adoption forced by the COVID-19 disaster. 

Residential construction continued to grow rapidly in Q1. Analysts think home building has 
much further to grow given the shortage of homes in many places around the country, and the 
increased appetite for houses with more square footage in the suburbs. Growth is estimated at a 
16.5% annual rate in Q1, which would add 0.8 points to the real GDP growth. (16.5 times the 5% 
residential construction share of GDP equals 0.8). 

PERSPECTIVE & OUTLOOK

Expect continued gains in jobs in the months ahead.  In fact, it would not be surprising if some 
months of 2021 show job gains topping one million.  That said, in spite of the surge in jobs in 
March and April, total payrolls are still 8.4 million short of where they peaked pre-COVID, with the 
leisure & hospitality sector, by itself, accounting for 3.1 million of that defi cit.  Most of those gaps 
should be closed by the end of this year. However, completely closing those gaps won’t mean the 
labor market has fully healed.  Jobs would have been growing in the past year if COVID-19 had 
never happened, perhaps adding two million new jobs or more.  

Growth and increased spending themselves do not cause infl ation, and neither do budget 

The Democratic Congress has great hopes of raising taxes on people who earn more 
than $400,000 per year.  This would include raising the top tax rate to 39% from 37%. 
According to a recent study, the wealthiest 1% of Americans are not reporting more 
than 20% of their income and thus, are avoiding at least $175 billion in taxes by using 
complicated corporate structures and foreign accounts.  The study suggests that more 
money is needed to hire specialized auditors for the IRS. In fact, the Biden administra-
tion is banking on raising $700 billion over the next 10 years from tightening up IRS tax 
collections
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defi cits.  Basically, infl ation is too much money chasing too few goods.  So, if the government 
takes money from one person to redistribute it to another person, then there is no increase in 
overall demand.  Still, if government prints money to fund itself, then that increase in debt rep-
resents an increase in potential spending.  Additionally, if government lifts tax rates, output is 
hampered.  That’s  one of the biggest concerns for the next few years. In the meantime, at least 
the economy is booming. 
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