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INTRODUCTION

The world changed in 2020, and there are a 
number of potential policy measures coming in 
2021. In this paper, we’ll take a quick look at 
economic stimulus and address some questions 
around what this could mean moving forward. 

As always, we are available to you for personal 
discussions on these issues. While new policies 
can have broad effects on all of us in some ways, 
the specific implications for you and your family 
might be unique. That’s why it is such a high 
priority for us to plan ahead with you individually, 
especially at the beginning of the calendar year 
and a new administration. 

As it’s impossible to gauge what will happen, 
this paper instead outlines some of what might 
happen. It’s by having a sense of the possibilities 
that we’re able to draw up contingency plans and 
risk management frameworks for your wealth and 
future goals.  

Thank you, as always, for your support and trust 
in our firm.

Jeff Fishman

WHAT CAN WE EXPECT IN 2021? 
A Look at Economic Stimulus & Beyond

STIMULUS & THE ECONOMY

With our focus on policy in this short paper, we won’t go 
into an extensive review of economic projections but rather 
some of the key issues facing policymakers in 2021—and the 
impact that key policy proposals might have moving forward. 
Chief among those are the Biden stimulus plan and the state 
of American consumers, who are a critical contributor to 
economic growth. 

Employment & Consumer Health

The American economy lost 140,000 jobs in December, with 
the unemployment rate holding at 6.7%.1 Job losses were 
concentrated in areas most impacted by business closures, 
namely restaurants, bars, and related sectors. The American 
economy has over 9 million fewer jobs than it did before the 
pandemic took hold in March 2020.

A broader way of looking at the unemployment rate includes 
workers who are underemployed or have grown discouraged 
in their job search. By including these workers, the 
unemployment rate rises to 11.7%, which gives you an idea 
about the broader impact of the pandemic on the availability 
of jobs.2 

That said, you have probably heard about the divergence 
between higher-income earners and lower-income earners 
with respect to job growth and employment.3 The leisure and 
hospitality sectors, which employed 11% of workers in the 
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U.S. as of February 2020,4 had recovered only about 50% of 
lost jobs in November (before new winter closures).iii The sector 
also pays some of the lowest employee wages, potentially 
magnifying the impact of those losses. 

On the other hand, employees in sectors like information 
services, who make an average of 50% more than other 
private sector employees, experienced far fewer job losses 
and recovered them faster.iii

Consumers are also saving more money. The personal 
savings rate (across all consumers) was 12.9% in November, 
well above the 7.7% from the fourth quarter of 2019.5 In 
other words, people are hanging onto more of their income—
whether through need, fear, or simply a lack of things to do 
and places to spend it. 

Put together, it’s clear to us that broad distribution of 
COVID-19 vaccines will be critical for providing access to 
jobs and stimulating consumer spending. Another key part of 
this equation is teachers and the broader ability for schools 
to reopen. 

As of January 12, a Johns Hopkins survey found that 37 
out of 51 jurisdictions (the 50 states plus Washington, D.C.) 
included teachers and/or school staff in Phase 1 vaccination 
prioritization. Most often, teachers are part of Phase 1b, 
after high-risk and essential workers. In December, only 23 
jurisdictions prioritized teachers in Phase 1.6   

Of course, vaccination plans are subject to change—and 
the availability of vaccine supply and the logistical support 
to administer injections are also critical factors. That said, it 
does make sense that teachers come earlier in vaccination 
schedules, not only for educational reasons, but to make it 
easier for parents to return fully to work (remotely or out of 
the house.) 

To date, the majority of vaccines have gone to essential 
healthcare workers and the elderly, meaning that it could 
be some time before enough “non-essential” working-age 
people are vaccinated to make full reopening a reality. What 
happens to incomes and savings rates once reopenings begin 
again will be a major clue in helping us understand how 
quickly the economy can recover from the pandemic. 

 

“From a consumer perspective, we’re looking at 
three things: first, vaccination rollouts, which will 
impact the ability for jobs to come back. Second, 

which sectors are adding jobs? The hospitality sector 
is very responsive in terms of jobs, so consistent, 
robust recovery could give us clues not just about 

public health measures but peoples’ willingness to go 
back to normal. Finally, we’ll be looking not just at 
employment but savings rates, which could provide 

insight into peoples’ perceived confidence and 
financial security.”

Jeff Fishman, founder
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The American Rescue Plan

The Biden administration has expressed interest in reviewing, 
changing, or implementing a number of key economic and tax 
policies. However, most prominent in the immediate term is 
the American Rescue Plan, a legislative proposal that seeks to 
provide additional support for the U.S. economy in the wake 
of the pandemic. 

The $1.9 trillion package follows the $900 billion support bill 
passed in December. Key target areas of the proposed plan 
include the following:7

•	 A national vaccination program that establishes 
vaccination sites, contact tracing, and supply 
management

•	 Direct and logistical support for state and local 
governments

•	 School investments with the intention of “safely 
reopening” K-8 schools within 100 days

•	 Support to Americans via $1,400 checks to individuals 
and the expansion of direct nutrition/housing assistance, 
childcare support, minimum wage increase, and 
expanded unemployment benefits 

•	 Financial support for small businesses and essential 
workers 

Of course, it’s important to remember that this plan is an 
opening salvo in a longer negotiation within Congress. 
Realistically, it’s probable that the eventual stimulus will be 
more generous than it might have been with a Republican-
controlled senate, but more modest than what Biden has 
proposed. 

This policy proposal is essentially phase one of two; the 
Biden administration has indicated that it plans to propose 
follow-up legislation that focuses on infrastructure 
investment, including sustainable energy investment and 
support for U.S. manufacturing capabilities. 

Implications of Stimulus 

Two key questions our clients have asked: first, what is the 
impact of higher national debt on the future of our economy? 
Second, what should we expect around inflation? 

The Question of Debt 

The U.S. entered its 2021 fiscal year in October with the 
third highest debt-to-GDP ratio in the world, exceeding 
100% of GDP for the first time since World War II.8 GDP, or 
Gross Domestic Product, is a measure of a nation’s economic 
output. 

The borrowing spree is, yes, comparable to a war effort. 
Similar to the financial crisis, an approach of strong, emphatic 
support was put to use already in March 2020, with the 
CARES Act. 

Does this put our country on weaker footing? Right now, 
debt is incredibly cheap, and demand for American debt 
has remained strong, so we do not think that there is 
an imminent problem. That said, debt has to be paid for 
somehow: either with growth or through fiscal policy 
(meaning higher taxes or lower spending). The U.S. still 
occupies rarefied territory on this front, in the sense that the 
arithmetic is a little different due to the size and influence 
of the economy and the position of the U.S. dollar as the 
world’s reserve currency and safe haven. 

It could be argued that the trajectory of American deficits 
is critical: at some point, the debt burden may get too high. 
We’ll have to see how the American Rescue Plan evolves in 
Congress and what, if any, follow-on support measures are 
considered and passed.    

Inflation Concerns 

One of the reasons for our more detailed discussion of 
employment above is that jobs and inflation are often tied. 
Generally speaking, a “tight” labor market, where there is a 
scarcity of workers, is an important ingredient in inflation. 
When businesses compete for employees, wages go up, and 
so goes inflation. 

A Bloomberg survey of economists found 
that there is a general expectaion we 
could see a temporary rise of inflation 

above 2% later in 2021 before the 
numbers settle right around that area.
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However, right now, we have a large amount of “slack” in the 
labor market, meaning a lot of potential for jobs growth and a 
lot of people out of work. 

That said, we could see prices in certain areas jump as pent-
up demand is unleashed—we can probably all relate to the 
desire to take a vacation, go to our favorite restaurants, or 
see a sporting event. A Bloomberg survey of economists 
found that there is a general expectation we could see a 
temporary rise of inflation above 2% later in 2021, before the 
numbers settle right around that area.9 
 
This is especially the case because the “base rate” numbers, 
or the comparison points for 2021 inflation, will include some 
of the rock-bottom numbers we saw in the spring of 2020, 
when business closures pushed price levels down. 

Should we be worried about “stagflation,” or high inflation 
combined with high unemployment? From our point of view, 
no, not yet. While, for example, housing prices are up—in 
some cases quite significantly—so too is the ability for a large 
number of workers to work from home. Some businesses are 
making these changes permanent, and even offering workers 
reduced wages to live in cheaper cities.10 

While it’s certainly a possibility that the overall trend will 
surprise us, we think it’s far more prudent to monitor the 
data rather than relying on speculation or trying to take 
lessons from other historical situations.

CONCLUSIONS

There is clearly stimulus on the horizon, as well 
as a broader focus on equity in economic policy. 
We do anticipate some form of economic stimulus, 
and as we’ve said before, we expect this to be 
closer to Biden’s vision than what might have 
been passed under a Republican Senate. However, 
the breadth and speed of that stimulus remains to 
be seen. 

In terms of the economy, it would not surprise us 
to see some bumps and wobbles throughout 2021. 
The reality is that this is an extreme situation, 
and with the data from 2020 being as grim as 
they were, we might get the occasional shock in 
the numbers. Over the longer term, there are a 
number of policy measures and trends that could 
temper concerns around debt and inflation. 

All in all, our position of prudence, patience, and 
a longer-term strategic outlook remain. And 
as always, we encourage you to reach out with 
questions, comments, and concerns so that we 
can help you build not only a strategic plan for 
your wealth, but one which is sustainable and 
comfortable for you. 
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