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 Despite slowing US economic momentum, a worsening health situation, and 

rising election uncertainty, the policy outlook carries upside risks for the 

economy. Assuming Democrats sweep, we find Bidenomics could lift real GDP 

growth by 1.2ppts to 4.9% in 2021, vs. 3.7% in a status quo policy baseline.  

 In this scenario, the economy would recoup its Covid-19 output loss by mid-

2021, two quarters earlier than in our baseline. By the end of Joe Biden’s first 

term, we estimate 1.5 million additional jobs with disposable income per 

household $3,500 higher. 

 While Biden’s fiscal agenda would likely feature tax increases in 2022, we 

believe the fiscal multipliers would be very low, around 20 cents-25 cents on the 

dollar. First, the individual income tax proposal is very progressive, with only 

the top 1% of income earners experiencing a tax hike. Second, our analysis of 

the 2018 Tax Cut and Jobs Act (TCJA) points to a negligible effect on business 

activity from a small increase in the statutory corporate tax rate. 

 While Biden isn’t a pure “free-trader,” we expect that he would adopt a 

multilateral approach to trade, looking to repair relations with traditional allies 

by removing tariffs and partially rolling back some duties on imports from 

China, particularly on consumer goods.  

 Biden would likely strive to lift immigration from 600,000 to 1 million, restoring it 

to the level it was prior to Donald Trump’s term in office – thereby boosting 

population, labor supply, and economic growth. 

 While considerable uncertainty hangs over health care policy, and the future of 

the Affordable Care Act, Biden would increase health care spending and boost 

government transfers, especially to low-income households. 

 The model files to run the Biden-lite scenarios are available to clients upon request.  
 

 

Bidenomics could put the 
economy on track to a faster 
recovery from the Covid-19 
recession. 

Relative to a status quo policy 
baseline, our latest 
examination of Biden’s 
proposals points to a potential 
1.2ppts boost to real GDP 
growth in 2021, lifting it to 
4.9%. 

Figure 1: A welcome 

boost to growth from 

Bidenomics 
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With less than a week until election day, Joe Biden carries a modest lead in the polls, and 

Democrats appears favored to regain a small majority in the Senate. As previously 

discussed, our Biden-lite scenario assumes the polls are accurate.  

In this scenario, Democrats wouldn’t hold a filibuster-proof 60-vote majority in the Senate, 

and thus would require the support of some Republicans to advance their agenda. 

Democrats could also use the budget reconciliation process to pass legislation that 

changes taxes and certain entitlement programs. However, this would legally prevent 

them from implementing changes to the payroll taxes and would likely force a dialing back 

of proposed corporate tax increases and spending measures. 

We include most individual income tax proposals except for the estate tax increase, and 

we assume the corporate statutory tax rate is raised from 21% to 24%, instead of 28% 

under the Biden campaign’s original proposal. As we did for our Trumpenomics and earlier 

Bidenomics notes, we assume that the TCJA tax provisions don’t sunset. 

The latest Tax Policy Center (TPC) estimate of Biden’s tax proposal features several 

changes from the plan we examined last month. First, TPC now includes a one-year delay 

in all previously proposed 2021 tax increases, reflecting the low odds that large tax hikes 

will be enacted while the economy is recovering from the Covid-19 recession. Second, it 

reflects the more progressive nature of Biden’s new tax proposals. The TPC estimates 

137% of the increases would be paid by top income quintile households – other income 

tranches would benefit from tax cuts – and 71% would be paid by the top 0.1% earning 

over $3.5mn per year (see Box 1 for a discussion of the impact of Biden’s tax proposals). 
 
  

 
 

On the spending front, we assume that Biden’s $7tn proposals would be cut by 60% to 

about $3tn. The infrastructure and education proposals would be reduced by half, the 

health proposals would be lowered by 60%, and the proposals to invest in R&D and buy 

American goods would be cut by two-thirds. We now assume government outlays for 

these measures will rise more gradually through 2021 than we previously assumed. 

Overall, our “Biden-lite” scenario has a static cost of around $1.8tn over 10 years 

compared to $4.4tn under the as-proposed Biden plan (Table 1). 

Running the Biden-lite scenario through our Global Economic Model, we find it would have 

positive growth implications in 2021 and 2022, with pro-growth spillovers for the rest of the 

world. While the post-election period may feature increased policy uncertainty and 

accrued financial market volatility – especially if the election result is delayed and the 

potential transfer of power isn’t smooth – we assume an environment of reduced policy 

uncertainty relative to a Trump presidency in 2021. This isn’t meant to reflect any specific 

policy proposals, but instead highlights the more predictable course of policy under a 

Biden administration. As we and the Atlanta Fed have highlighted, this uncertainty related 

to a trial-and error presidency can have nonnegligible effects on consumer spending and 

business investment.   

A Biden presidency 

would feature 

increased 

government 

spending from 2021 

onward and modest 

tax increases in 

2022 

 

Table 1: Joe Biden’s 

budget proposal 

would likely be 

negotiated down to a 

net cost of $1.8tn 

 

Biden’s fiscal 

agenda would 

provide a boost to 

economic activity 
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In addition to his fiscal agenda, Biden would aim to reverse most of the immigration 

policies Trump has put in place through executive actions, including family separations, 

the ban on travel from several Muslim-majority countries, and the sharp reduction in the 

annual cap on refugees permitted in the US. Biden also supports comprehensive 

immigration reform through legislation, which would likely boost net immigration from 

600,000 to 1 million as it was prior to Trump’s term. We estimate the increased 

immigration would provide a permanent 0.2% lift in the level of GDP. While Biden has 

proposed a path to citizenship for the 11 million undocumented immigrants in the US, we 

don’t assume this goes into effect because it would require new legislation. 

Biden is by no means a pure “free-trader,” as evidenced by his “Buy American” plan, 

which allocates $400 billion for federal government purchases of US-made goods. He 

says he won’t negotiate any trade agreements until significant investments in US 

manufacturing are made. However, he has pledged to repair relationships with traditional 

allies in order to work jointly in pressuring China to change its policies. 

We expect Biden would likely lift tariffs on products such as steel and aluminum imported 

from allies, but he would initially maintain most tariffs on China, given the pressure from 

Democrats. However, we believe Biden would lift the 7.5% tariffs on $110bn of Chinese 

consumer goods imports (List 4a) as a sign of good will and an effort to reduce the burden 

on US businesses and consumers paying the price of those duties. And while it’s difficult 

to calibrate beyond the uncertainty factor highlighted above, we believe Biden’s 

international policy would signal a less isolationist and more predictable US stance – 

generally conducive to stronger global business activity.   

If Biden’s fiscal, trade, and immigration agenda were implemented early in his term, the 

economy would grow 4.9% in 2021, compared with 3.7% in the “status quo” baseline 

where Trump wins the White House, Republicans control the Senate, and Democrats 

keep the House (Table 2). The economy would recover its Covid-19 losses by Q2 2021 – 

two quarters earlier than in the baseline. This contrasts our Trumpenomics (GOP sweep) 

where real GDP grows 2.3% in 2021 and recovers its Covid-19 losses by Q2 2022. 

  

 
 
 

By the end of Biden’s first term, nominal disposable income would be 1.4% higher than in 

our baseline – the equivalent of $3,500 per household. This contrasts with our 

Trumpenomics scenario, where nominal disposable income would be 0.6% lower than in 

our status quo policy baseline in 2024 – the equivalent of $850 per household. 

Table 2: How 

Bidenomics and 

Trumpenomics 

compare 

 

A lingering effect 

through Biden’s first 

term 

 

 

A growth boost from 

pro-immigration 

policies 

 

Increased trade 

multilateralism and 

some pull back on 

China tariffs 
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In the Bidenomics scenario, stronger economic activity would gradually lift inflation above 

the Fed’s 2% target by 2022. With inflation sustainably above 2%, inflation expectations 

rising, and the unemployment rate falling below 4% in 2023, we would anticipate a Fed 

rate hike in mid-2023 – compared with a liftoff in mid-2024 in our baseline. After 

accounting for macroeconomic effects, the unified budget deficit would be 0.3ppts of GDP 

wider than in our baseline at the end of 2024, at 5.3%. 
 

 
 

Table 3: Biden’s 

positive economic 

impact through 2024 

 

 

 

 

Box 1: Examining the impact of Biden’s tax proposals 

• Income taxes  

Under Biden’s income tax plan, every income tranche except the top quintile would 

benefit from a tax cut, while the top 1% (those making more than $790,000 annually) 

would experience a significant tax increase (Figure 2). This matters for the economy 

because the marginal propensity of high-income earners to spend is much lower than 

that of lower-income families. Given the nature of the tax increases, and our prior work 

on Tax Cuts and Jobs Act, we estimate a cut to consumer spending of less than 20 

cents for each dollar of tax increase.  

• Corporate taxes  

The main pillar of Biden’s corporate tax proposal is an increase in the statutory tax rate 

from 21% to 28% (halfway back to where it stood prior to the TCJA). While this will 

marginally constrain business activity, we believe the overall effect on economic 

activity would be modest – around 25 cents for each dollar of tax increase. Comparing 

the Biden-lite proposal with the 2018 TCJA is quite instructive. The law featured a 

14pts cut to the statutory tax rate, a five-year bonus depreciation allowance, and profit 

repatriation. We estimate the boost to business investment growth was about 2ppts, 

while the lift to GDP was around 0.3ppts. In that regard, our Biden-lite scenario 

featuring a statutory tax rate hike of only 3pts should lead to a modest effect on 

businesses.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Under Biden’s income tax 
plan, every income tranche 
except the top quintile would 
benefit from a tax cut, while 
the top 1% would experience a 
significant tax increase. 

Figure 2: A 

progressive income 

tax proposal 
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