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To Spend or Not to Spend... That is the Question 

• Next Steps For Fiscal Spending 
• The range of fiscal policy outcomes appears to be narrowing to a down-

sized package with less stimulus and less tax headwind

• The Delta Wave: U.S., U.K., and India
• COVID-19 cases are rising across the U.S., but immunity through infection 

and vaccination continue to be a powerful bulwark 

• Recovery Unphased
• Unlike the prior COVID-19 waves, at this point, consumers are taking the 

Delta variant in stride
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Next Steps for Fiscal Spending

• Progress In Unity. U.S. Senators are progressing in negotiations regarding their bipartisan
infrastructure deal, intending to advance it across the Senate line by the end of this
week. The deal would account for roughly $1 trillion in spending over 8 years, with no
broad-based tax hikes included. Additionally, as politicians work to finalize this bill, it will
be crucial to monitor negotiations between Democrats and Republicans, as dialogue
will serve as a headwind for any future supplemental reconciliation bill.

• Dems Stubborn on Reconciliation. The bipartisan agreement would leave Progressives
largely unsatisfied, shifting Democrat’s focus toward constructing a supplemental
reconciliation bill. This bill would include ~$2 trillion in new spending, with largely
corporate tax rate hikes serving as offsets. Currently, the most likely scenario points to one
where a bipartisan infrastructure bill, focused on spending initiatives, passes first, followed
by a supplemental reconciliation bill which prioritizes Democratic tax initiatives.

• Bigger Picture → Less Stimulus. As the bipartisan infrastructure deal and reconciliation bill
continue to take shape, investors will gain more clarity into prospective tax hikes and
spending initiatives. The likelihood of significant tax hikes are decreasing; however,
investors should understand that this round of spending is spread over a large timespan,
making it far less stimulative than previous COVID-related bills. Additionally, as Democrats
ramp up talks on an additional reconciliation bill, expect tax hikes to act as a headwind
for growth in 2022, down-sized from Biden’s full agenda, but a headwind nevertheless.

The range of fiscal policy outcomes appears to be narrowing to 
a down-sized package with less stimulus and less tax headwind

Chart of the Week:

Some Variability Remains In The Ultimate Outcome



Recovery Unphased

• Employment Data Takes a Positive Turn. The employment report last week came in
ahead of expectations with nonfarm payrolls experiencing their largest monthly
increase since August last year. The report showed a solid decline in July’s
unemployment rate to 5.4% and a tick up in labor participation. Last week’s report may
act to offset recent month’s weaker reports to nudge the Fed’s calculus here, but the
U.S. labor market remains some distance from “full employment” and investors should
remember how labor market reports tend to be volatile and heavily revised. However,
the U.S. economy continues to show some evidence of healing.

• Mobility & Spending Remain Resilient. Despite the Delta variant surge in cases across
the U.S., recent mobility data suggest that consumer spending should remain robust.
Weekly foot traffic data gathered by Placer.ai for sectors sensitive to COVID-19 such as
hotels, dining, leisure, and fitness continues to increase to sit near or surpass pre-
pandemic peaks. However, as summer comes closer to an end, any significant
declines or changes to the narrative are worth watching.

• Earning are Back. Earnings have recovered past their previous trend levels. With over
88% of the S&P 500’s market cap reported, earnings growth for Q2 2021 currently sits at
89%, with nearly 85% of companies beating expectations. This suggests the earnings
power of U.S. large-cap companies continues to expand despite the insurgence of the
Delta variant. However, the magnitude of this growth overall should begin to slow as
the base effects from last year’s pandemic-impacted earnings drift further away.
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The Delta Wave: U.S., U.K., and India

• Rising in the U.S. COVID-19 cases continue to increase in the U.S., as the Delta variant
pushes the 7-day moving average of new daily cases to over 100k. The Delta variant
cements itself as the leading COVID-19 strain, still accounting for over 90% of new
confirmed cases. So far, vaccinations appear to be providing some buffer and severity
remains contained in in comparison to other waves; however, investors should remain
vigilant on monitoring COVID-19 related hospitalizations and fatalities to see if the Delta
variant is applying pressure on healthcare infrastructure.

• Cresting in the U.K. The U.S. appears 2-3 weeks behind the U.K. in dealing with its rise of
the Delta variant. Similar to the U.S., the U.K. experienced a sharp rise in cases but lower
severity when compared to previous waves in terms of hospitalizations and fatalities.
Vaccines appear to have mitigated the number of more severe cases materially.
Further, the U.K. has already experienced a peak in cases over the last few weeks. This
should provide some confidence to investors that Delta, although concerning, may not
be as much of a threat to global growth.

• Crested in India. Earlier this year, India’s struggles in dealing with the Delta variant
served as a warning shot to other nations regarding the strain’s capability of spreading
rapidly as a surge in coronavirus cases took a devastating toll. However, new cases per
day have plunged just as sharply as they rose following their peak, suggesting the
variant’s rapid rise, combined with preventative measures such as masks and
vaccinations, may have finally hit a critical level to slow its own spread.

COVID-19 cases are rising across the U.S., but immunity through 
infection and vaccination continue to be a powerful bulwark 

Unlike the prior COVID-19 waves, at this point, consumers are 
taking the Delta variant in stride
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