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Biden is on fire.

After the $1.9 trillion stimulus bill blitz, he’s set his sights on rebuilding
“crumbling” America. His plan is to splash out a massive $2.25 trillion to fix
America’s rundown infrastructure, “green up” the economy, and invest in

next-gen technologies.
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“It is a once-in-a-generation investment in America unlike anything we’'ve
seen or done since we built the interstate highway system and the space race

decades ago,” Biden said during the announcement.

That’s quite an undertaking that Biden’s hoping to push through Congress
by July 4. If passed as-is, it will be one of America’s biggest buildouts. Its
scope could even match the New Deal (the set of programs meant to pull

America out of the Great Depression in the 1930s.)

All this will have a huge impact on the stock market. And today we’ll discuss

how you can take a bite out of the coming spending spree.
What’s in the plan

Biden’s team is still carving out the details, but the tentative plan dubbed

"American Jobs Plan" is to shove a couple trillion dollars into four areas:

e Upgrade traditional infrastructure — fix 20,000 miles of roads,
10,000 bridges, replace water pipes, upgrade public transportation
(buses/rail cars and stations/ports/airports), childcare facilities,

colleges, public schools, and produce 2M+ affordable places to live

e Invest in digital infrastructure — provide 100% coverage of high-
speed internet, invest in new tech (Al, 5G, biotech), and support the

production of semiconductors, which is a national security thing

e Invest in green energy — support American-made EVs (tax credits,
500,000 EV charging stations), and build out an electric power grid

designed for renewables

e Support underserved groups —provide affordable care for the elderly

and job training programs for underserved communities

MORE FOR YOU

Is The Stock Market About To Crash?
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Citi Can’t Get Back $500 Million It Accidentally Wired To Revlon Lenders,

Federal Judge Rules
‘That’s B.S., I’'m Done’: Eric Bolling Walks Out During Live BBC Segment

Here’s a breakdown of the plan by proposed budget:
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BIDEN'S AMERICAN JOBS PLAN
g == TRADITIONAL INFRASTRUCTURE $986B
Housing costruction 213
Public schools, college, childcare 137
Roads and bridges 115
Water infrastructure 11
Public transit 85
Rail services 80
Ports, waterways, airports 42
Other 203

B %
Electric vehicles 174
Power infrastructure 100
Clean energy procurement 46

DIGITAL INFRASTRUCTURE $380B

Critical technology (5G, biotech, Al) 120

Broadband infrastructure 100
Supply chains of critical goods (incl. semiconductors) 100

Other 60

Elderly and disability care & infrastructure 400

Workforce development 100

Other 124

Meanwhile in markets... Sources: White House, UBS 1

Infographic: American Jobs Plan broken down

MEANWHILE IN MARKETS

Green energy is hands-down the most hyped-up theme here. And when the

“American Jobs Plan” came out, stocks tied to green energy like Tesla
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TsLA -1% jumped the most. But while green investments are the future, they

may not be the best way to bet on Uncle Sam’s historic spending spree.
And that has to do with what’s “baked” into their price.

Biden’s spending themes as investments—from cheapest to most

expensive

The stock market does not reflect the present. It’s a function of all the fears,
hopes, and beliefs of what will happen in the future. And most of

what could happen is “baked” into stock prices way before it happens.

In fact, sometimes investors bid up stocks ahead of time so much that when
things do happen the stocks barely budge—or go in the opposite direction.

That’s even more true with highly scrutinized political agendas.

In other words, picking the best investments to play Biden’s spending spree
is not just about sorting out the stocks that Uncle Sam will shower with most

money. It’s also about finding those that haven’t been hyped up in advance.

As a good starting point, here’s a handy chart (hat tip to UBS) that plots the

valuations of stocks tied to Biden’s three spending themes since 2015:
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STOCK VALUATIONS IN BIDEN'S THREE
SPENDING THEMES

50%
@D - Green energy
@ - Digital infrastructure
@G - Traditional infrastructure
25%
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h/ieanwhile in markets... Valuation: 2y fwd EV/Sales relative to S&P 500 (vs Sy avg) SOURCE: UBS

Valuations of stocks tied to Biden's spending themes MEANWHILE IN MARKETS

As you can see, green energy stocks are selling ~30% above their historical
average. And while stocks tied to traditional and digital infrastructure have
had a great run since the election (obviously in anticipation of this bill), they

are still in line with historical norms.
Two ways to invest in Biden’s agenda

Now regardless of which themes you pick, there are two ways to put them in

your portfolio.

The first option is to go broad and invest in an ETF tied to Biden’s agenda.
The broadest such ETF would be iShares U.S. Infrastructure ETF (IFRA). It

holds a basket of 155 stocks that benefit from infrastructure spending.

You could also look into ETFs that track sectors that would play a part in the

buildout. Good examples would be the sectors of basic materials (stuff like
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cement that goes into construction) and industrials (earth-moving machines
and all that).

Or if you are more into digital, you may consider the semiconductor sector,
which has become a matter of national security. The largest ETF tracking US
stocks in this industry is iShares PHLX Semiconductor ETF (SOXX)

SOXX -0.3%

Another way is to pick out your own roster of stocks. And if you feel like

getting in the weeds, consider a couple of things for your research.

First, look at how much of the company’s revenue comes from the areas
Biden’s plan is targeting. For good reference, here’s what revenue sources

UBS’s lead US equity strategist, Keith Parker, looks for in stocks:

"Traditional infrastructure: We identify companies which have
revenue exposure to related areas such as transport infrastructure,
building/energy/utility construction, machinery equipment, waste

management, building & construction materials.

Clean energy: We identify companies which have revenue exposure to
segments such as renewable energy manufacturing, pollution control

equipment, renewable energy generation.

Broadband and digital: We identify companies which have revenue
exposure to the theme such as communication infrastructure and network

equipment, infrastructure software and semiconductors."

Second, check how much revenue the company is earning from government
contracts. If the company gets a great deal of orders from Uncle Sam, an
explosion in its spending will have a more immediate and direct impact on

the company.

And last, weigh the stock’s valuation against its long-term average and

valuation before the election. That’s because the higher the valuation, the
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more likely the news is “baked” into the stock price. Or put another way,

there’s less upside left for you.
Bidenomics is going into full swing

Biden’s $1.9 trillion stimulus and “American Jobs Plan” are more than

spending bills. They are a sign of a U-turn in America’s policy.

The nation is shifting from so-called Trumponomics (a deregulated
economy driven by tax cuts with the hope that big corp profits will trickle
down to the rest of the economy) to Bidenomics (a more regulated economy

driven by large-scale public investment paid by taxing big corp).

Or, as Robert Reich, a former US secretary of labor, neatly put it,
“Bidenomics is... give cash to the bottom two-thirds and their purchasing

power will drive growth for everyone.”

This 180 will have an effect on stocks for years to come. And it’s already
shifting the order of winners and losers in the markets. In other words, what
worked under Trump is not going to work under Biden. And that’s

something we’ll discuss more in the coming articles.

Now, the big question is how many of his whims can Biden pass through
Congress. A thin Democratic majority is in his favor. But not all Democrats

are crazy about Biden’s grand plans.
Time will tell.
Stay ahead of market trends with Wall Street-grade insights

Every week, I put out a story that explains what’s driving the

markets. Subscribe here to get my analysis and stock picks in your inbox.

This is not investment advice.
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