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Taking a Look at the Bipartisan
inlw Infrastructure Deal Struck in the Senate

A bipartisan group of Senators seemingly struck a US$1.2T U.S. infrastructure spending deal that has the
support of the Biden Administration. The topic has dominated the national conversation in the U.S. since
President Biden outlined the American Jobs Plan in March. With moderate Democrats in the Senate and
President Biden wanting derivative legislation to pass with bipartisan support, those in Washington spent
much the past three months negotiating a deal. Important to such a deal is the Senate’s 60% supermajority
requirement to bypass the filibuster. Without 60 senators’ support, any legislation would effectively be dead
on arrival absent budget reconciliation, which permits a simple majority but goes against the bipartisan
wishes of moderate Democrats.

On June 24th, infrastructure negotiations yielded a fruitful result. President Biden announced his approval of
a bipartisan infrastructure deal struck across the aisle in the Senate.

What does the deal look like?

While the specifics of the deal have yet to be fully articulated, the details announced so far (as of June 25th,
2021) match an outline that circulated in advance of the agreement. These include US$1.2T of top-line
spending, US$579B of which would be new spending (different than repurposed/already-allocated dollars)
across traditional and next-generation infrastructure areas.

THE $1.2T BIPARTISAN INFRASTRUCTURE DEAL FEATURES $579B OF NEW SPENDING,
POTENTIALLY ACROSS IMPORTANT AREAS OUTLINED BY THE AMERICAN JOBS PLAN

INFRASTRUCTURE AREA NEW SPENDING ($B) PART OF JOBS PLAN?

Roads, Bridges, Major Projects $110B X

Passenger & Freight Rail $66B X

General Public Transit $48.58 X

Airports $25B X

Infrastucture Financing Autherity $20B

Ports & Waterways $16.3B X

Electric Vehicles & Electrified Transit $158 X
Other $128 N/A

Powrer Infrastructure $73B X

Broadband Infrastructure $65B *

Water Infrastructure/Sterage $60B X

Resilience $47.28B X

Clesing Orphan Oil Wells/Mines $16B X

Environmental Remediation $5B *

Total New Spending $579B

Note: The areas/spending amounts outlined are based on an outline that circulated around Capitol Hill prior to the announced deal. We were comfortable including it with
this note as President Biden mentioned many of the same areas/amounts during his press conference, including top-line new spending, rail and transit.
Source: Politico, Global X ETFs, 2021.

Though the deal does deviate from the US$2.3B of spending outlined in the Jobs Plan in terms of how much
and on what, many exclusions seem to be tangential to physical infrastructure. Some are more in-line with
President Biden’s social infrastructure agenda, including US$400B for in-home care, US$213B for
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affordable housing, and almost US$150B for education/child-care. Other exclusions may already be covered
by legislation the Senate passed in recent months, including The U.S. Innovation and Competition Act,
which would allocate US$250B for manufacturing and innovation, and The Drinking Water and Wastewater
Infrastructure Act, which seeks to invest US$35B in water infrastructure. All this said, it is important to note
that the outlined US$579B of new spending is not final and that there isn’t much clarity around the
repurposed/already-allocated portion of the top-line US$1.2T. Further, the above-mentioned legislation still
must pass through the House and receive Biden'’s signature. It is also possible that those behind the
bipartisan deal intend on wrapping these bills into their final package.

What’s fleshed out & what is still underway?

The exact details of the deal have yet to be articulated, as noted. What seems certain is that the deal
includes US$1.2T of total spending and US$579B of new spending. And while the above-mentioned outline
of where new spending could be directed seems to align with the announcement of the deal, there are
mixed communications on its finality. Prior to President Biden’s approval, Senator Bill Cassidy (R-LA) noted
“‘we have a framework and we are going to the White House,” while Senator Rob Portman (R-OH) stated
“we’re very, very close [to a framework].”*

It also appears as if there is a general agreement on how the new spending will be funded. A primary
sticking point to the Jobs Plan was Republicans’ unwillingness to fund infrastructure spending by raising
taxes. With a deal secured, it appears as if Republicans’ qualms were addressed. Just hours after President
Biden’s announcement, Senator Romney (R-Utah) tweeted, “we’ve reached a deal on an infrastructure
package that focuses on physical infrastructure—roads, bridges, airports—without raising taxes or adding to
the deficit.”?

How could the public sector raise US$579B without raising taxes? An outline of financing sources also
circulated last week and includes, but is not limited to:3

=  State & local investment in broadband

=  Allowing states to sell unused toll credits

= Auctioning portions of the 5G spectrum and using proceeds

=  Selling strategic petroleum reserves

= Improving IRS tax collection abilities

= Public private partnerships, direct pay bonds, private activity bonds
= Improving unemployment insurance program integrity

=  The positive economic impact of infrastructure development

How could this get passed into law?

President Biden explicitly noted that while he approves of the Senate’s bipartisan infrastructure deal, he will
only sign it into law in tandem with social infrastructure legislation. For reference, the White House followed
the American Jobs Plan announcement with the American Families Plan, which outlines US$1.8T of
spending on social infrastructure.

Much of what was in the Jobs Plan, but was excluded from the bipartisan deal, overlaps with the spending
areas mentioned in the Families Plan. And different than on infrastructure legislation, President Biden is in
favor of using budget reconciliation to pass legislation derived from the Families Plan. This could allow
Democrats to roughly cover the Families Plan and what was excluded from the Jobs Plan, though moderate
Democrats might oppose reconciliation and Republicans could renege on their support of the bipartisan
infrastructure deal. At the same time though, liberal Democrats in the House and Senate are noting
dissatisfaction with the compromises made in the bipartisan infrastructure deal. It is possible they may not
vote in favor of it without a separate social infrastructure reconciliation bill.

In our view, the bipartisan infrastructure deal will pass through the Senate and House with the necessary
supermajority. As a part of this, we expect a slightly pared-down social infrastructure bill will also pass
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through Congress via budget reconciliation. We do not think moderate Democrats will oppose this — just this
week, key moderate Joe Manchin (D-W.Va) indicated his support for such reconciliation.* We also believe
that Republicans backing the deal negotiated with this in mind and will continue to support their
infrastructure legislation if concessions are made on social infrastructure prior to reconciliation. And if this is
not the case, we expect Democrats to pass dual legislation through reconciliation, with moderates

conceding after having given bipartisanship a try.

When could this get passed into law?

Regarding a possible timeline, we expect the Senate to draft legislation for the bipartisan infrastructure deal
through the July 4th recess, allowing them to move it over to the House in early- to mid-July. Democrats
would then have to draft and vote on a budget resolution, a preceding procedural step for reconciliation bills,
prior to the August recess, during which they would draft a social infrastructure budget reconciliation bill.
Following that recess, and through the end of the year, we expect the Senate and House to pass both bills
and for President Biden to sign them into law before the end of the year.

Conclusion

President Biden’s approval of the bipartisan infrastructure deal is the closest the U.S. has come to sweeping
infrastructure spending in recent history. If passed into law, the deal would represent the largest
infrastructure package ever enacted in the United States. In our view, such spending will translate to
revenues for companies involved in infrastructure development and that derive a significant share of their
revenues from the U.S. (for examples, see Four Companies That Could Help Develop Infrastructure in the

United States).

U.S. INFRASTRUCTURE DEVELOPMENT SUB-THEMES

CONSTRUCTION & ENGINEERING SERVICES

Companies that provide engineering, design,
maintenance and construction services for
large-scale infrastructure projects such as
energy generation/distribution,
water/wastewater, telecommunications,
transportation (roads, bridges, tunnels, rail),
airports and seaports.

RAW MATERIALS & COMPOSITES

Companies that produce and supply raw and
composite materials (steel, copper, nickel, tin,
aluminum, concrete, asphalt, cement and
specialty chemicals) that are utilized in the
construction and development of
infrastructure projects.

PRODUCTS & EQUIPMENT

Companies that sell or rent heavy
construction equipment, cranes, electric and
fiber optic cables, pipes, pumps, smart meters
and other products or equipment utilized in
large-scale infrastructure projects.

INDUSTRIAL TRANSPORTATION

Companies that transport infrastructure raw
materials and equipment.

Source: Indxx U.S. Infrastructure Development Index Methodology, November 2020.
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