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The 2020 Election and the Economy: Part 11

Major Economic Policy Proposals: What Do the Candidates Support?
In part I of our series on the 2020 election and the U.S. economy, we examined some of the key
facts about the election as it currently stands. In this report, we tackle where the candidates stand
on some of the major economic policy issues. We divide this into four sections: health care, taxes,
international trade and infrastructure. Obviously this is not an exhaustive list of policy issues, but
we believe they are the most relevant for financial markets and the economic outlook. On the
Republican side, we restrict our analysis to what a second term under President Trump would look
like. On the Democratic side, we restrict our analysis to the top four polling candidates at the
national level: Joe Biden, Elizabeth Warren, Bernie Sanders and Pete Buttigieg. Together, these
four candidates account for a bit less than three-quarters of support in the Real Clear Politics
national polling average. We would like to discuss the proposals of all of the candidates, but given
that there are still 15 Democrats running according to the NY Times tracker, we need to draw the
line somewhere for brevity’s sake.

If you would like to investigate the views of a candidate/policy issue not listed below, we encourage
you to check out this useful issue tracker put together by POLITICO, or visit the candidates’
campaign websites. Additionally, if you would like to take a deeper dive into a candidate’s policies
discussed below, we encourage you to click the hyperlinks spread throughout the text, which often
lead to the candidates’ more detailed explanations of their plans.

Before discussing the policy proposals of these candidates, we believe there are two more important
points to keep in mind. First, the priority a candidate places on a policy position can matter as
much, if not more, than the policy position itself. Candidates naturally try to offer policy proposals
on every topic imaginable, but in recent years presidents have often been able to pass only a few
major pieces of legislation over their time in office. President Obama was able to push through the
Affordable Care Act (ACA) and Dodd-Frank, for example, but fell short on carbon pollution
cap-and-trade legislation. President Trump managed to overhaul the U.S. tax code, but he has not
been able to successfully push through a large scale infrastructure plan. And neither President
Obama nor President Trump (at least thus far for the latter) enacted comprehensive immigration
reform. Thus, which policy issue is first in line for attention is critical, and something we will be
monitoring closely as the field narrows further.

Second, what is proposed and what is enacted are often two very different things. Donald Trump’s
initial 2015 campaign proposal called for a tax cut that analysts at the Tax Policy Center projected
would reduce federal revenues by $9.5 trillion over ten years.! A revised tax plan released by the
Trump campaign closer to the election was projected by the same analysts to cut federal revenues
by a smaller $6.2 trillion over ten years.2 In the end, the Joint Committee on Taxation projected
that the Tax Cuts and Jobs Act (TCJA) would reduce federal revenues by about $1.5 trillion over

1 Nunns, J., Burman, L., Rohaly, J. & Rosenberg, J. (December 2015). “An Analysis of Donald Trump’s Tax
Plan.” Urban-Brookings Tax Policy Center.

2 Nunns, J., Burman, L., Rohaly, J. & Rosenberg, J. (October 2016). “An Analysis of Donald Trump’s
Revised Tax Plan.” Urban-Brookings Tax Policy Center.

This report is available on wellsfargo.com/economics and on Bloomberg WFRE.
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ten years.3 We encourage our readers to bear in mind that just because something is proposed by a
candidate does not mean the end result will be identical, or even close, to the size and scope of the
original plan.

Health Care Policy: Medicare for All? ACA Booster? Or Something Else?

Donald Trump: It is a bit unclear what President Trump’s second term would look like in terms of
health care priorities. After Republicans failed to fully repeal and replace the ACA in 2017, health
care has largely taken a backseat to other legislative priorities. Perhaps repeal and replace could
make a comeback if Republicans swept Congress and the White House. More likely, in our view, is
that the Trump administration would continue to tinker with the ACA via executive action, as it has
done over the course of the past few years. Some health care areas that have seen some hints of
bipartisan support in the current Congress include reducing prescription drug prices and pushing
back on “surprise billing.”4 These could be areas of focus for the Trump administration in a second
term.

Joe Biden: On health care, the core tenet of Biden’s position is the protection and expansion of the
ACA. Perhaps the biggest change to current law promoted by the Biden campaign has been the idea
of introducing a public health insurance option. Under the ACA, qualifying individuals receive
subsidies to purchase private health insurance plans that meet ACA qualifications; under Biden’s
proposal, a public option would be offered by the federal government to compete with private
insurance plans. A less expansive public option was considered back when the ACA was being
written but ultimately did not make it into the final legislation. Biden has also proposed making the
ACA subsidies more generous, stopping surprise billing and offering premium-free access to the
public option for individuals who would be eligible for Medicaid but live in states that have not
expanded Medicaid as part of the ACA.

Pete Buttigieg: Buttigieg pitches his health care plan as “Medicare for All Who Want It.” In some
ways, his positions bear a resemblance to the Biden proposals outlined above. Buttigieg supports
the introduction of a public health insurance option, and says of it, “This affordable public plan will
incentivize private insurers to compete on price and bring down costs. If private insurers are not
able to offer something dramatically better, this public plan will create a natural glide-path to
Medicare for All.” Like Biden’s plan, individuals with lower incomes in states that have not
expanded Medicaid would automatically be enrolled in the public option. Buttigieg also supports
ending surprise billing, boosting subsidies to those who purchase health insurance on their own,
capping out-of-pocket costs for seniors on Medicare and limiting what health care providers can
charge for out-of-network care to twice what Medicare pays for the same service.

Elizabeth Warren and Bernie Sanders: Both Sanders and Warren are co-sponsors of the Medicare
for All Act of 2019. In short, this bill would transition the United States health care system to one
where all Americans receive health insurance from the federal government. All private insurance,
either bought individually or provided through an employer, would be eliminated. Furthermore,
with the exception of prescription drugs and a few other small things, all premiums, deductibles
and other forms of cost sharing would be eliminated.

Estimates for the cost of such a plan are varied, but one widely cited estimate by the Urban Institute
pegs the total cost at roughly $34 trillion over 10 years. Medicare for All plans like the one proposed
by Warren and Sanders are among the most expensive proposed changes to the federal budget. To
put the $34 trillion number into context, consider that the cost of forgiving all student loan debt
would be roughly $1.5 trillion, which is about the same as the estimated 10-year cost of the TCJA.

Some of this additional federal spending on health care can be paid for by simply re-routing money
already spent by households and businesses to the government (Figure 1). For example, the Centers
for Medicare & Medicaid Services project American businesses will spend roughly $9 trillion over
the next decade on health care for their employees. In theory, if this money were instead sent to the
federal government, it would not be any additional cost to the company, all else equal. That said,

3 Joint Committee on Taxation. (December 2017). “Estimated Budget Effects of the Conference Agreement
for H.R. 1, the “Tax Cuts and Jobs Act”.”
4 For additional background on surprise billing, see this primer from the Brookings Institution.
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even after accounting for moves like these, taxes on households would need to go up substantially
to pay for Medicare for All in order to keep the federal deficit from ballooning.

Figure 1 Figure 2
Health Care Spending by Source - 2017 Household Health Care Spending - 2017
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Source: Centers for Medicare & Medicaid Services and Wells Fargo Securities

Tax Policy: Tax Cuts 2.0, or a Bevy of New Taxes?
Donald Trump: A second term for President Trump would most likely be centered on some form of

“Tax Cuts 2.0,” an idea that has come up periodically since the TCJA was passed at the end of 2017. A seconc.l term
In our view, the major policy aim of Tax Cuts 2.0 would be to make the temporary parts of the TCJA Jor President
permanent, rather than to enact another large round of tax cuts. Although most of the TCJA Trump. would
changes to the corporate tax code were permanent, many of the changes to the individual and pass- most likely be
through sections, such as the individual tax rate reductions and the doubling of the standard centered on
deduction, expire at the end of 2025. Republican policymakers have expressed a strong desire to some form of
make these tax changes permanent. President Trump’s second term would finish in 2024, and “Tax Cuts 2.0.”

making these tax cuts a permanent fixture of the law would likely be a key priority before leaving
office. Other proposals that could be on the table as part of Tax Cuts 2.0 legislation include
eliminating some ACA taxes, indexing capital gains to inflation and expanding saving vehicles like
529 education accounts. In our view, much broader, across-the-board tax cuts are unlikely unless
enacted as part of a stimulus plan to deal with a recession.

Joe Biden: Joe Biden has thus far proposed a much less ambitious expansion of federal spending
compared to some other leading Democratic candidates, and as such his tax proposals have not
been nearly as aggressive. In addition to his health care program outlined earlier, Biden has put out
an infrastructure plan (more on that later), as well as an education/job training plan that proposes
policies such as doubling the maximum size of Pell Grants, increasing the generosity of income-
based student loan repayments, making two years of community college tuition-free and investing
$50 billion in workforce training programs.

To pay for these programs, Biden has proposed reversing elements of the TCJA that benefited high
earners and corporations. For example, Biden has proposed restoring the top marginal income tax
rate to 39.6% and raising the corporate tax rate up to 28%, up from the current 21% but below the
35% rate that prevailed before the TCJA. This 28% number is in line with what was proposed in
several of the budgets released by the Obama White House. Biden has also suggested taxing long-
term capital gains at that 39.6% rate for taxpayers earning more than $1 million annually. At
present, long-term capital gains are taxed at a maximum preferential rate of 20%, even though the
top marginal income tax rate is currently 37% for single filers earning $510,300 or above. Biden
also supports expanding Social Security benefits, paid for by lifting the cap on the Social Security
payroll tax. At present, only earnings up to $132,900 (for 2019) are subject to the 12.4% payroll tax
that is split between employers and employees.

Pete Buttigieg: To fund his health care plan, Buttigieg has proposed raising the corporate tax rate
back to 35%. In addition to his health care plan, Buttigieg has also proposed a variety of other
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spending plans, such as spending $430 billion on affordable housing, investing $700 billion in early
childhood and K-12 education and spending $500 billion to make tuition at public college free for
families with income below $100,000 and reducing tuition for families earning between $100,000
and $150,000. To pay for these proposals, Buttigieg would target the top 1% of earners by raising
their capital gains tax rates, as well as implementing mark-to-market taxes on capital gains.
Buttigieg has at times entertained the idea of a wealth tax, but at this point in time we are not aware
of any concrete proposal his campaign has on the matter. Buttigieg supports subjecting earnings
above $250,000 to Social Security payroll taxes in order to expand spending on the program.
Buttigieg has also floated increasing the earned income tax credit, a refundable tax credit aimed at
low to moderate income households.

Elizabeth Warren: Warren has proposed some of the most detailed and far reaching changes to the
tax code, in line with the aggressive expansion of federal government spending she supports, such
as Medicare for All, cancelling up to $50,000 in student loan debt per borrower (with a sliding scale
depending on household income), making public college free and investing $500 billion into
affordable housing. Most of these proposed taxes are aimed at high-earners and corporations.
Warren has promised to repeal the TCJA while also enacting a “real corporate profits tax” that
would enact a surtax on U.S. corporations equal to 7% of the worldwide profits reported on a
corporation’s financial statement. To finance Medicare for All, Warren has proposed a slew of
changes, the full details of which can be found here. One point worth noting from it is that American
companies with 50 or more employees would, instead of making premium payments to private
insurers, be required to redirect that money to the federal government (this is the implementation
of the “re-routing” business spending on health care discussed in the last section).

For additional financing, Warren has signaled support for a wealth tax. The wealth tax would be an
annual tax on net worth above certain levels. Warren’s proposed wealth tax would start at 2% on
net worth above $50 million and climb to 6% on net worth above $1 billion. Warren has also
proposed taxing capital gains as ordinary income for households in the top 1% of earners,
implementing a mark-to-market tax system on capital gains for the top 1% and enacting a
0.1% financial transactions tax on most stock, bond and derivative transactions. To fund an
expansion of Social Security benefits, Warren would impose a 14.8% Social Security payroll tax—
split evenly between employers and employees—on individual wages above $250,000. Finally,
Warren also has proposed establishing a 35% country-by-country minimum tax on foreign
earnings, thus shifting the United States back to a worldwide corporate tax regime, as opposed to
the territorial system that was adopted in 2017 and exempts most profits earned abroad from U.S.
corporate income taxes.

Bernie Sanders: Sanders’ tax proposals are somewhat similar to Warren’s, and would also be used
to pay for a significant expansion of social programs, such as adopting Medicare for All, cancelling
all student loan debt and making public college free. Sanders does not have quite as explicit of a
plan to pay for Medicare for All as Warren, though his office did lay out some options earlier this
year. These included a 7.5% payroll tax paid by employers, a 4% income-based premium paid by
employees, a more progressive federal income tax system and a fee on large financial institutions,
among others. Sanders supports restoring the corporate tax rate to 35% and ending full expensing
of capital investment, among other aspects of the TCJA he would like to reverse. Sanders has
proposed a financial transaction tax, though with more brackets than Warren’s. Sanders’ wealth tax
also has more brackets: it starts at a 1% rate for net worth of $32-$50 million and eventually climbs
to an 8% annual tax on net worth above $10 billion. Sanders supports taxing capital gains as
ordinary income for those with income above $250,000, as well as applying the Social Security
payroll tax on income over $250,000 to expand benefits for the program.

Trade Policy: Would a Democratic President Continue the Trade War with China?

Donald Trump: The specifics of what trade policy would look like under President Trump’s
second term will of course depend on how trade developments unfold over the next 12 months, in
particular whether a trade deal is reached with China and whether Congress finally passes the
USMCA, the heir apparent to NAFTA. Even if a trade deal is reached with China (something our
forecast does not assume) and USMCA becomes law sometime before the 2020 election (something
our forecast does assume), trade policy would be unlikely to fully disappear from the scene in
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President Trump’s second term, in our view. Compliance will likely be a big ongoing issue in any
U.S.-China trade deal, and some bumps along the road there would not surprise us. The United
States and Europe continue to go back and forth on various trade issues, such as automobiles, and
this could easily stretch past 2020. Furthermore, the president has shown a willingness to utilize
tariffs as a tool to achieve other policy goals, such as his threat in May 2019 to implement tariffs on
Mexico if border security was not improved. In short, we believe trade policy will likely remain a
major policy issue so long as President Trump remains in office, even if the particulars shift over
time.

Joe Biden: Generally speaking, the Democratic candidates have adopted a “support the goal, change
the approach” strategy to with China, while generally opposing some of the trade actions
taken/threatened against traditional U.S. allies, such as Canada and Europe. Among the
four Democratic candidates we have examined, Biden’s comments on the campaign trail have
generally been the most supportive of free trade. Biden has highlighted the potential damage done
to American farmers/manufacturers by recent tariffs, and appears to be modeling his campaign
more in-line with the general free trade views of President Obama. Biden, for instance, was a strong
advocate for the Trans-Pacific Partnership (TPP), a free trade deal negotiated under President
Obama from which President Trump withdrew upon taking office. Biden also voted yes to the
original NAFTA back in 1993.

That said, even a Biden presidency is no guarantee that trade policy would return to the quiet
background of past presidencies. For example, Biden has more recently expressed a desire to
renegotiate parts of the TPP. And the POLITICO Issue Tracker lists all four of these Democratic
candidates as demanding further changes to the USMCA agreement before they can support it.
Even still, when compared with the rest of the field we are examining, Biden is probably the
candidate most likely to bring the trade war with China to a close, in our view.

Pete Buttigieg: Buttigieg, having never been a member of Congress, does not have an voting record
on trade issues to which we can turn. He has at times expressed criticism of the U.S. tariffs on China,
saying in a CNN interview in August that it’s “a fool’s errand” to think China will change the
fundamentals of its economic model due to pressure from tariffs. At the same time, Buttigieg has
been critical of China on other fronts, such as human rights and environmental issues, and he has
expressed skepticism about joining the CPTPP (the successor to TPP once the United States left the
pact). In our view, Buttigieg probably falls closer on the trade spectrum to Biden than Warren and
Sanders, though all of them likely have more of a protectionist lean than the few U.S. presidents
that preceded Donald Trump.

Elizabeth Warren: Warren probably falls more neatly into “support the goal, change the approach”
camp, as she has generally been less supportive of traditional free trade policies than other
candidates, such as Biden. During her time in the Senate, for example, she was an opponent of the
TPP that Biden supported as vice president. Warren laid out a trade policy plan in July, the details
of which can be found here, and included the line “while I think tariffs are an important tool, they
are not by themselves a long-term solution to our failed trade agenda and must be part of a broader
strategy that this Administration clearly lacks.” In the plan, Warren advocates for laying out
stringent labor, environmental, and human rights rules that a country must meet as a precondition
to a trade agreement with the United States.

Bernie Sanders: Sanders also has a history of supporting more restrictionist trade policies. Sanders
voted against NAFTA in 1993, for instance, and opposed the TPP. On more recent trade issues,
Sanders has opposed the “haphazard and reckless plan to impose tariffs on Canada and the
European Union” while also “strongly support imposing stiff penalties on countries like China,
Russia, South Korea and Vietnam to prevent them from illegally dumping steel and aluminum into
the U.S. and throughout the world.” Like a Warren presidency, a Sanders presidency, would likely
be marked by trade policy being a more important issue for the economy and financial markets
than it was in the pre-Trump era.
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Infrastructure Spending: Don’t Hold Your Breath

In this section, we discuss the outlook for infrastructure spending a bit more holistically, rather
than on a candidate-by-candidate basis. Infrastructure is an area where there often appears to be
much bipartisan agreement on the surface. Investing in infrastructure can create jobs, raise a
country’s potential growth and improve the quality of life of its citizens. Indeed, after the
2016 election many analysts believed that infrastructure spending represented an area of potential
common ground between President Trump and the Democrats in Congress.

Three years into President Trump’s first term, however, there have been several false starts and not
much to show for them when it comes to infrastructure spending. The main challenge is how to pay
for such a program. One obvious source of revenue would be to raise the federal gas tax, which at
18.4 cents a gallon has not been increased since 1993. Republicans are generally opposed to raising
this tax, however, while Democrats have concerns about its regressive nature. Policymakers could
simply choose not to pay for a large investment in infrastructure spending, but if they elect to go
the deficit-financed route, there are often other policies that take precedence, such as the TCJA for
Republicans.

President Trump and all of the Democratic candidates we have discussed have, at some point or
another, argued for increased infrastructure spending in areas such as water and transportation.
Yet the proposed funding sources for these plans have been lighter on detail than in other areas,
such as Medicare for All. This highlights a point that we made earlier: a candidate’s priorities are
as important as the policies. A large infrastructure package could easily be paid for with higher
taxes on the wealthy, but where does this leave the funding for Medicare for All? Or cancelling all
student loan debt? Or universal child care? Perhaps a Biden presidency would offer the highest
likelihood of a large infrastructure deal, given that his $1.3 trillion infrastructure plan is one of his
more ambitious spending programs. Or, if a Democratic nominee were to make climate change
their top priority, a large investment in clean energy could lead to more spending on infrastructure.
But once again, this hypothetical plan would be competing for time and resources with some of the
other issues already mentioned, such as health care, higher education and affordable housing.

As the field continues to narrow, we should have a better idea of what the ultimate nominee might
prioritize in their first two years in office. But, at this point in time, we are skeptical a large-scale
infrastructure package will be the first or second priority regardless of who the nominee is. Should
a big increase in infrastructure spending take place, we believe the most likely impetus would be an
economic downturn. If the economy were to slow sharply, policymakers could turn to a mix of tax
cuts and infrastructure spending to stimulate the economy, as they did during the Great Recession.
Outside of that scenario, we suspect there will be too many other policy priorities soaking up the
finite revenue sources.

Figure 3 Figure 4

Federal Gross Investment Expenditures Water and Transportation Infrastructure Spending
As a Percent of Nominal GDP Billions of 2017 Dollars, Combined Federal, State & Local

3.5% 3.5% $300 $300

Capital: 2017 @ $174B
—QOperation and Maintenance: 2017 @ $266B

$250 + + $250

3.0% -+ T 3.0%
$200 + + $200
2.5% + T 2.5%

$150 + T $150

2.0% T T 2.0%

$100 + T $100

1.5% T T 1.5%
$50 T T $50

‘ —Gross Investment Expenditures: Q3 @ 1.4% ‘
n n n n n n N n

1.0%

1.0% $0

t t t t t t t t t t t t t t t t t t t t t t t t t — $0
85 88 91 94 97 00 03 06 09 12 15 18 56 60 64 68 72 76 80 84 88 92 96 00 04 08 12 16

Source: U.S. Department of Commerce, Congressional Budget Office and Wells Fargo Securities



https://joebiden.com/infrastructure/

Wells Fargo Securities Economics Group

Tim Quinlan
Azhar Igbal

Sarah House

Brendan McKenna

Jay H. Bryson, Ph.D.

Acting Chief Economist

Senior Economist
Econometrician

Senior Economist

Macro Strategist

(704) 410-3274

(704) 410-3283

(212) 214-2029

(704) 410-3282

(212) 214-5637

jay.bryson@wellsfargo.com

Mark Vitner Senior Economist (704) 410-3277 mark.vitner@wellsfargo.com
Sam Bullard Senior Economist (704) 410-3280 sam.bullard @wellsfargo.com
Nick Bennenbroek Macro Strategist (212) 214-5636 nicholas.bennenbroek@wellsfargo.com

tim.quinlan@wellsfargo.com
azhar.igbal@wellsfargo.com

sarah.house@wellsfargo.com

Charlie Dougherty Economist (704) 410-6542 charles.dougherty@wellsfargo.com
Erik Nelson Macro Strategist (212) 214-5652 erik.f.nelson@wellsfargo.com
Michael Pugliese Economist (212) 214-5058 michael.d.pugliese@wellsfargo.com

brendan.mckenna@wellsfargo.com

Shannon Seery Economic Analyst (704) 410-1681 shannon.seery@wellsfargo.com
Matthew Honnold Economic Analyst (704) 410-3059 matthew.honnold @wellsfargo.com
Jen Licis Economic Analyst (704) 410-1309 jennifer.licis@wellsfargo.com

Hop Mathews Economic Analyst (704) 383-5312 hop.mathews@wellsfargo.com

Coren Burton Administrative Assistant (704) 410-6010 coren.burton@wellsfargo.com

Wells Fargo Securities Economics Group publications are produced by Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the
U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp.
Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to,
Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International Limited,
Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.
Wells Fargo Securities, LLC. is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a
member in good standing of the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading
Commission as a swap dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC. and
Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products, any of which may be discussed within this
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general
information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC
assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such information
and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation with
respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity
and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2019 Wells Fargo Securities, LLC.

Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSILis a U.K. incorporated
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be
available. This report is not intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE

WELLS
FARGO




