There has been a lot of noise from Washington that the new tax plan is a bad idea
and that it will hurt the average American. Many are saying it will only benefit big
businesses and the top 1% of wage earners. As you know, when it comes to
investing, we follow the data, striving to be politically agnostic and dispassionate
about the headlines. So what is the data saying? Since the passage of the Tax
Cuts and Jobs Act, one of our research partners, Strategas, has identified 154
companies (and counting) that have publicly announced that because of the passage
of the tax bill, they are increasing benefits, raising wages, and/or giving broad based
employee bonuses. We are confident there will be additional companies making
similar announcements over the coming weeks and months. Why? Because the
corporate tax cut provides a wide-based benefit to US businesses, and with the
unemployment rate where it is today, workers will begin moving to businesses that
offer better wages and benefits.
While it has only been a few weeks, the initial data around wages and benefits
seems to suggest the bill doing what is was expected to do - benefit the vast
majority of Americans and stimulate the American economy. In addition to the wage
and benefits data, we are also seeing announcements regarding companies
bringing money back to the US from overseas and making commitments to increase
capital expenditures, which will create more jobs and should help push wages
higher. We are not suggesting that it’s possible to grade the recently passed bill
yet, as only after time will we be able to evaluate the full impact, but the initial data
looks better than many seemed to believe it would.
Although it may seem like a small detail, we believe part of the rapid corporate
response to the current tax bill is because the tax plan is permanent (at least until
congress passes a new bill - and we all know how long that can take). The
importance of a permanent tax plan is that business can make long-term plans (like
building new facilities and increasing their workforce). The temporary tax plans
congress has passed over the last few decades left businesses with a high level of
uncertainty, and perhaps that may account for some of the lack of capital
expenditure and improvement domestically.
To highlight one company’s announcement last week, let’s take a look at some
headlines we saw on Apple:
Apple (NASDAQ:AAPL) plans to contribute more than $350B to the U.S.
economy over the next five years and hire 20K additional workers.
The total doesn’t include ongoing tax payments, the tax revenues from employees’
wages, or the sale of Apple products.

Planned U.S. capital expenditures, investments in manufacturing, and a record
tax payment on repatriation of overseas cash will account for $75B of the
company’s direct contribution.
Apple anticipates $38B in repatriation tax payments and $30B in capital
expenditures. Over $10B of the latter will go towards data center investments.
Apple also increases the size of its Advanced Manufacturing Fund it
established last year from $1B to $5B.
Below, we have included a list of the companies that we are aware of that have
already announced their intentions to pass on the tax savings to their
employees. They will give much needed pay raises and/or increase corporate
contributions to employee benefit plans (401k, Profit Sharing, Health
Insurance). Many have also announced investment in new facilities and upgrades to
their current facilities, and as well as increases in new employee hiring to be
implemented over the next few years.

In summary, when wages rise because of improving economic conditions, there are
many more winners than there are losers. Certainly, there are some Americans that will
not get tax cuts and will pay more tax because of the new tax plan. However, we
believe there will be many more that benefit from the new tax plan through the changes
Corporate America is currently putting in place. Some may end up paying more in
taxes, but if they do so while making more income in an improving economic
environment, that is good for them, and perhaps one could argue the end justifies the
means.
We will continue to follow the data, wherever it may take us, and share updates as this
unfolds.
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