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After President Biden outlined his ambitious spending plan in front 
of Congress this week, investors are asking three big questions: 
What is the political environment going into this next round of fiscal 
policy debate; What is the outlook for tax increases in 2021; and 
Could those increases be enacted retroactively? 

 

A QUICK UPDATE ON A SLOW PROCESS     

What is the political environment? When Joe Biden came into office, we had a divided House, a divided Senate, and a 

close election in the tipping point states which implied to us that he would have a limited mandate to crush Covid-19 and 

get the economy back on track. Vaccine delivery has accelerated and economic growth has picked up, both of which bolster 

President Biden’s political capital. Putting the numbers in our own election model, Biden has the most political capital of any 

president going back fifty years. And he’ll need it for the ambitious proposal he put before Congress Wednesday night. 

What does the $4 trillion in proposed spending include? Biden proposed $2 trillion of infrastructure spending for 

renewable energy, electric vehicles, roads and bridges, water, broadband, affordable housing, job training, and home health 

aid. There is bipartisan support for about half of that and negotiations underway between Senate Republicans and the White 

House now. If no deal is reached, we expect Democrats to start moving infrastructure through budget reconciliation which 

only requires a simple majority to pass the Senate. Biden also proposed $2 trillion dollars of social spending on free 

community college, childcare, paid family leave, expanded multi-year child credit and more generous Obamacare subsidies. 

Democrats will have to pass this bill without any help from Republicans. 

How does this all get paid for? Biden is proposing probably the largest tax increase since 1968, amounting to about 1.4% 

of GDP and consisting of tax increases on U.S. companies and high net worth individuals. He is proposing a 28% corporate 

tax rate as a well as a shift to a worldwide tax system that would likely put U.S. companies at a competitive disadvantage. 

We expect the lobbying on those corporate tax changes to be pretty serious. We estimate that after Congress waters down 

these proposals, we’ll see a 25% corporate rate and 15% on international income.  

On the individual side, the proposed 43.4% rate on capital gains and dividend is likely to be worked down to around a 

28% capital gains rate. Biden also proposed adding a 3.8% Medicare surcharge for income over $400,000.  

Estate tax changes include a move from a step-up basis to a carry-over basis which means unrealized capital gains over a 

million dollars would be taxed at the time of death.  

What about timing and the likelihood of proposals becoming reality? As we’ve mentioned throughout, we think the 

legislative process will temper many if not most of Biden’s proposals. Our sense right now is that Congress is not really in 

the mood for these big changes and it’s going to be a long process. The path to passing all of these proposals is as clear 

as mud right now, and we think these changes will be debated through the summer and into the fall.  

Could these changes be retroactive? The U.S. has never had a retroactive capital gains tax increase and any change 

would likely be at enactment. We expect corporate tax changes to be prospective, effective in 2022 at the earliest but 

possibly phased in over 2 years or even delayed until after the November 2023 midterm election. On individual income and 

estate taxes the plan is that they won’t be retroactive, but there is precedence in these two cases—with income the more 

likely of the two to face a retroactive tax increase. 

With that, those are the big top-of-mind issues. We wanted to give you a quick update while reminding you this process will 

not be at all quick. Thank you for tuning in and please reach out to your Baird Financial Advisor with any questions. 

 

Daniel Clifton 

Head of Washington Policy Research 
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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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