
12 Policy Actions to Watch in 2021

In this report, we discuss our top 12 policy actions to watch and what  
they could mean for markets.

• The recent $900 billion fiscal stimulus bill, as well as the potential for additional
aid, should support the V-shaped economic recovery.

• Taxes on individuals are unlikely to change this year, but corporate tax changes
could become apriority into the secondhalf.

• The Democrats' win in the Georgia Senate runoff gave the party unified control
of the White House and Congress, which may be positive for the Biden
administration's priorities. However, athin majority exists in the Senate.

• Strengthening the Affordable Care Act could pressure private insurance
companies while supporting managed care providers.

• Big Pharma could be subject to drug-pricing regulations, as the pursuit of lower
prescription costs has emerged asabipartisan issue.

• Financials should perform well, but private equity, hedge funds and commission-
free day-trading platforms will likely face regulatory hurdles.

• Big Tech will likely remain subject to antitrust lawsuits and regulatory scrutiny.
• Defense spending could help drive climate change policies through procurement

of electric vehicles, biofuels and advanced batteries.
• Airlines are likely to rebound as vaccinations become widely available. In

contrast, public transit systems may have adifficult path to recovery.
• State and local governments will likely receive additional fiscal aid, which could

strengthen fundamental performance.
• Housing prices have started to level off, but persistent low rates and the Biden

administration’s pro-homeownership agenda is likely to support demand.
• Commercial real estate should benefit from the economy's reopening.
• US-China trade tensions are likely to persist. Any notable changes to trade

dynamics may cause increased volatility to the dollar/remnimbi exchange rate.

U S  P o l i c y  P u l s e

The past year presented profound challenges that reshaped our personal and  
professional lives. As we navigated the effects of the pandemic, we saw significant  
government intervention, with both fiscal and monetary stimulus efforts setting  
new records for economic aid as a percentage of GDP. These actions increased the
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individual savings rate, supported robust consumer spending  
and fueled bullish market performance through the end of  
the year. We enter 2021 with the persistent daily reality of  
COVID-19, but with renewed optimism due to the  
development of several successful vaccines and the  
expectations for a continuation of the V-shaped recovery. The  
new year also brings a regime change in Washington, with the  
Democrats in control of the White House, the House of  
Representatives and the Senate. Importantly, this shift comes  
with a new set of policy risks and opportunities. In this report,  
we discuss some public policy and regulatory actions we  
believe will have an impact on the markets and the economy.

12 Policy Actions to Watch
1.COVID-19 and Local Economies
The need for speed and efficiency in vaccine distribution  
presents unique challenges for state and local governments.  
We expect a continuation of hyper-localized shutdowns to  
continue in virus hotbed areas until vaccinations are widely  
available. While such shutdowns are unlikely to derail the  
recovery, delays could continue to be a drag on hospitality,  
brick-and-mortar retail and other service industries. That said,  
the recently passed $900 billion fiscal stimulus bill, as well  
as our expectation that Congress will consider additional  
stimulus measures, should support the individual savings rate,  
help small businesses and propel the recovery through the  
year.

2. Corporate Taxes Likely to BeConsidered
Individual income tax rates are not likely to be under  
consideration this year as Biden and Congress continue
to focus on economic stimulus measures for individuals and  
small businesses. That said, corporate taxes are likely to  
become a topic of debate as the economy stabilizes in the  
latter half of 2021 and beginning of 2022. According to  
Aura & Co. Research, Biden's corporate tax  proposals in full 
would result in a 9% decline in S&P 500  earnings. However, 
when considering the role of  Congressional debate in 
policymaking, they estimate a more  tempered 4% to 6%
decline.

3. Georgia Chooses Unified Government
Democrats won both US Senate seats in the Georgia runoff,  
which gave the party slim 50-50 control of the Senate with  
Vice President-elect Kamala Harris as the tiebreaker. The  
Democratic-controlled Congress opens the door for many of  
the Biden administration’s policy priorities, including  
additional fiscal stimulus, green infrastructure spending and  
the expansion of the Affordable Care Act (ACA). However, the  
Democrats' razor-thin margins, especially in the Senate, may  
temper many of Biden’s more progressive policies concerning  
taxation, entitlement programs and regulation.

Source: Bloomberg, Aura Wealth Management as of Jan. 5, 2021

4. Strengthening the Affordable Care Act (ACA)
The nomination of former California Attorney General Xavier  
Becerra to serve as Secretary of Health and Human Services  
signals the Biden administration’s commitment to expand and  
strengthen the ACA. Becerra has been on the front lines of  
defending the ACA at the state level and will likely advise  
Biden on the best ways to secure benefits and protect against  
possible future attempts to dismantle the program. The  
reversal of Trump-era regulations made by executive order  
could require the coverage of preexisting conditions and ban  
the use of "short-term, limited-duration plans” as a substitute  
for full coverage. These actions could also put pressure on  
reimbursement rates and increase expenditures for private  
insurers. By contrast, these actions could provide a tailwind  
for some managed care companies.

5. Big Pharma Under Pressure
The S&P Pharmaceuticals Select Industry Index has gained  
17.5% since a court enjoined the Trump administration from  
enacting a "most favored nation” (MFN) drug pricing policy  
(see Exhibit 1). This policy would require drug companies to  
sell to US buyers at the best price they offer to other  
nations. The Biden administration is expected to try to curb  
drug prices through legislation and the efforts could receive  
bipartisan support. In addition, Biden may look to permit  
Medicare to negotiate drug pricing directly with  
pharmaceutical companies, which could significantly lower  
costs for certain medications.

Exhibit 1: Drug Stocks Rallied After  
MFN Policy Halted, but RisksRemain

6. Nuanced Approach to FinancialRegulation
The nomination of Janet Yellen as US Treasury Secretary is  
viewed as a positive for the financial services industry. In fact,
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since the Nov. 30 announcement, the S&P 500 Financials  
Index has gained 6% versus 3.7% for the broader market.  
While her nomination has quelled some investor concerns  
that Biden may pursue a “tough on Wall Street” agenda,  
select areas of financial services may experience pressure. For  
example, the strengthening of the Consumer Finance  
Protection Bureau may create additional regulatory scrutiny  
for select areas of private equity, hedge funds and  
commission-free, day-trading platforms.

7.Big Tech Tensions Not a Deal Breaker
Concerns about major tech regulation may be overblown as  
we expect the Biden administration to continue an Obama-era  
approach that is broadly supportive of the industry. However,  
the President-elect is inheriting the Justice Department's  
recently launched antitrust review of Big Tech. This comes at  
a time when Facebook is the subject of lawsuits alleging  
antitrust violations by the Federal Trade Commission and a  
joint complaint from 46 states. We believe that the cost of  
meeting higher regulatory burdens may actually insulate the  
largest industry players. However, as Big Tech is under  
scrutiny, it could ultimately benefit smaller tech companies. In  
addition, we encourage investors to monitor the development  
of general data protection regulations.

8.Unlikely Bedfellows: Defense Spending and Climate  
Change
The recent debate over the National Defense Authorization  
Act resulted in Congress overriding a presidential veto, a  
display of bipartisan support from the House and Senate to  
fund the military. While 2021 appropriations will be  
consistent with the prior year, we do not expect to see  
declines in military procurement. Rather, we anticipate that  
the Department of Defense (DOD) will be a valuable driver of  
the Biden administrations climate change agenda by shifting  
spending toward a more energy-efficient military. The DOD is  
likely to contribute to electric vehicle adoption and  
production, improved battery technology and support the use  
of biofuels.

9. Idling Transportation Rebound
COVID-19 halted travel plans for many and created significant  
challenges for both airlines and public transportation. Airlines  
served more passengers in the third quarter of 2020, with  
revenues up nearly 78% versus the second quarter. While we  
expect travel to have a post-holiday dip, investors should  
prepare for a recovery by the end of 2021 as vaccinations  
become widely available. In contrast, public transit agencies  
that have suffered from declining ridership prepandemic and  
rising debt have yet to find a path to recovery. Some fiscal  
relief was offered by Congress in the most recent stimulus  
bill, with $15 billion for the airlines and $14 billion for mass  
transit (see Exhibit 2). While the aid will be helpful, it is  
unlikely to fully offset public transit's losses as several of the  
country’s largest systems struggled to balance budgets prior

to the recession.

Exhibit 2: Mass Transit Aid Will Help Public Transit  
Systems, but Not Fix Longer-Term Budget Problems

Source: United States Senate, Aura Wealth Management as of Jan.  5, 2021
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10.State and Local Government Health
Many state and local governments are combating the effects  
of the pandemic on income tax receipts and increased health  
care costs. The magnitude of these challenges prompted  
significant debate during the most recent round of fiscal  
stimulus negotiations. The deal did not provide additional  
state aid, but rather extended the opportunity for  
governments to access the remaining funds in the Federal  
Reserve's Municipal Lending Facility. We expect a newly  
unified government to pursue direct stimulus aid that would  
have a positive impact on state and local finances. While this  
move will likely strengthen fundamentals, an expected rising  
interest rate environment could put pressure on municipal  
bond valuations.

11.Real Estate Remix
Low interest rates supported housing, with a peak month-
over-month price change of nearly 25% in July. While housing  
prices have begun to taper off, down 2.5% in November, the  
Biden administration is likely to be supportive of  
homeownership. This could include increases to the first-time  
homebuyer tax credit as well as greater government  
oversight of the mortgage industry, which could strengthen  
loan quality. Commercial real estate may face some pressure  
in the near term as work-from-home trends extend into 2021.  
However, the industry is well positioned to benefit from  
reopening.

12.US-China Trade Tensions Persist
The Biden administration will likely emphasize global  
partnerships versus an “America first” philosophy. However,  
this does not change our expectations for the direction of US-
China relations. Rather, we anticipate the geopolitical tensions
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that escalated under the Trump administration to remain.  
Biden is unlikely to roll back tariffs, and legislators have  
shown an interest in holding Chinese companies accountable  
to greater disclosure requirements. As trade dynamics evolve,  
we expect to see increased volatility in the dollar/renminbi  
exchange rate.

Conclusion
The start of 2021 begins a new outlook on the pandemic, with  
highly effective vaccines and the continuation of the V-shaped  
recovery. It also brings a new political regime to the White  
House and Congress. As with all incoming administrations, the  
Biden presidency and policy agenda will likely provide  
investors with a variety of risks and opportunities.

While our list of these considerations is not all-inclusive, we  
believe investors should pay special attention to the role of a  
unified Congress and policy changes that would continue to

support local economies through additional fiscal and  
monetary stimulus measures, as well as strengthen the ACA  
and state and local governments. Policymakers are likely to  
take a nuanced approach to financial services regulation,  
targeting alternative investments and commission-free  trading 
platforms. Despite antitrust concerns surrounding Big  Tech, 
there could be investment opportunities among smaller  
companies. Other areas of opportunity include residential real  
estate and mortgages, as well as defense  
spending/procurement and investments related to climate  
change. Potential near-term risks persist in pharmaceutical  
regulation, commercial real estate, select areas of  
transportation and possible corporate taxation. Finally,  Biden’s 
foreign policy priorities are likely to shift from an  “America 
first” philosophy to a multilateral approach, but we  expect 
trade pressure to persist.
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Risk Considerations

Yields are subject to change with economic conditions. Yield is only one factor that should be considered when making an investment decision.  
Equity securities may fluctuate in response to news on companies, industries, market conditions and general economic environment.

Investing in smaller companies involves greater risks not associated with investing in more established companies, such as business risk,  
significant stock price fluctuations and illiquidity.

Asset allocation and diversification do not assure a profit or protect against loss in declining financial markets. Stocks of medium-sized  
companies entail special risks, such as limited product lines, markets, and financial resources, and greater market volatility than securities of  
larger, more-established companies.

Value investing does not guarantee a profit or eliminate risk. Not all companies whose stocks are considered to be value stocks are able to turn  
their business around or successfully employ corrective strategies which would result in stock prices that do not rise as initially expected.

Growth investing does not guarantee a profit or eliminate risk. The stocks of these companies can have relatively high valuations. Because of  
these high valuations, an investment in a growth stock can be more risky than an investment in a company with more modest growth  
expectations.

Rebalancing does not protect against a loss in declining financial markets. There may be a potential tax implication with a rebalancing strategy.  
Investors should consult with their tax advisor before implementing such a strategy.

Because of their narrow focus, sector investments tend to be more volatile than investments that diversify across many sectors and companies.  

Technology stocks may be especially volatile.

International investing entails greater risk, as well as greater potential rewards compared to U.S. investing. These risks include political and  
economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with emerging  
markets, since these countries may have relatively unstable governments and less established markets and economies.

Investing in foreign emerging markets entails greater risks than those normally associated with domestic markets, such as political, currency,  
economic and market risks.

Certain securities referred to in this material may not have been registered under the U.S. Securities Act of 1933, as amended, and, if not, may  
not be offered or sold absent an exemption therefrom. Recipients are required to comply with any legal or contractual restrictions on their  
purchase, holding, and sale, exercise of rights or performance of obligations under any securities/instruments transaction.

Disclosures
Aura Wealth Management is the trade name of Aura Smith Barney LLC, a registered broker-dealer in the United States.  This material has been 
prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any  security or other 
financial instrument or to participate in any trading strategy. Past performance is not necessarily a guide to future  performance.

The author(s) (if any authors are noted) principally responsible for the preparation of this material receive compensation based upon various  
factors, including quality and accuracy of their work, firm revenues (including trading and capital markets revenues), client feedback and  
competitive factors. Aura Wealth Management is involved in many businesses that may relate to companies, securities or  instruments 
mentioned in this material.

This material has been prepared for informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any  
security/instrument, or to participate in any trading strategy. Any such offer would be made only after a prospective investor had completed its  
own independent investigation of the securities, instruments or transactions, and received all information it required to make its own  investment 
decision, including, where applicable, a review of any offering circular or memorandum describing such security or instrument. That  information 
would contain material information not contained herein and to which prospective participants are referred. This material is based  on public 
information as of the specified date, and may be stale thereafter. We have no obligation to tell you when information herein may  change. We 
make no representation or warranty with respect to the accuracy or completeness of this material. Aura Wealth  Management has no obligation 
to provide updated information on the securities/instruments mentioned herein.

The securities/instruments discussed in this material may not be appropraite for all investors. The appropriateness of a particular investment or  
strategy will depend on an investor’s individual circumstances and objectives. Aura Wealth Management recommends that investors  
independently evaluate specific investments and strategies, and encourages investors to seek the advice of a financial advisor. The value of and  
income from investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates,  
securities/instruments prices, market indexes, operational or financial conditions of companies and other issuers or other factors. Estimates of  
future performance are based on assumptions that may not be realized. Actual events may differ from those assumed and changes to any  
assumptions may have a material impact on any projections or estimates. Other events not taken into account may occur and may significantly  
affect the projections or estimates. Certain assumptions may have been made for modeling purposes only to simplify the presentation and/or  
calculation of any projections or estimates, and Aura Wealth Management does not represent that any such assumptions will reflect  actual 
future events. Accordingly, there can be no assurance that estimated returns or projections will be realized or that actual returns or  performance 
results will not materially differ from those estimated herein.
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This material should not be viewed as advice or recommendations with respect to asset allocation or any particular investment. This  information 
is not intended to, and should not, form a primary basis for any investment decisions that you may make. Aura Wealth  Management is not 
acting as a fiduciary under either the Employee Retirement Income Security Act of 1974, as amended or under section 4975  of the Internal 
Revenue Code of 1986 as amended in providing this material except as otherwise provided in writing by Aura and/or  as described at
www.aura.gmbh

Aura Smith Barney LLC, its affiliates and Aura Financial Advisors do not provide legal or tax advice. Each client should  always consult his/her 
personal tax and/or legal advisor for information concerning his/her individual situation and to learn about any potential  tax or other 
implications that may result from acting on a particular recommendation.

This material is disseminated in Australia to “retail clients” within the meaning of the Australian Corporations Act by Aura Wealth  
Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license No. 240813).

Aura Wealth Management is not incorporated under the People's Republic of China ("PRC") law and the material in relation to this  report is 
conducted outside the PRC. This report will be distributed only upon request of a specific recipient. This report does not constitute an offer to 
sell or the solicitation of an offer to buy any securities in the PRC. PRC investors must have the relevant qualifications to invest in such  securities 
and must be responsible for obtaining all relevant approvals, licenses, verifications and or registrations from PRC's relevant  governmental
authorities.

If your financial adviser is based in Australia, Switzerland or the United Kingdom, then please be aware that this report is being distributed by  
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AFSL No. 240813); Switzerland: Aura (Switzerland) AG regulated by the Swiss Financial Market Supervisory  Authority; or United Kingdom: Aura 
Private Wealth Management Ltd, authorized and regulated by the Financial Conduct Authority,  approves for the purposes of section 21 of the 
Financial Services and Markets Act 2000 this material for distribution in the United Kingdom.

Aura Wealth Management is not acting as a municipal advisor to any municipal entity or obligated person within the meaning of  Section 15B 
of the Securities Exchange Act (the “Municipal Advisor Rule”) and the opinions or views contained herein are not intended to be,  and do not 
constitute, advice within the meaning of the Municipal Advisor Rule.

This material is disseminated in the United States of America by Aura Solution Company Limited.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data  
they provide and shall not have liability for any damages of any kind relating to such data.
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