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US congress agrees new fiscal deal 
 

US congressional leaders are 

set to approve a second 

pandemic relief package worth 

USD900bn 

 

The fiscal package provides a 

crucial bridge of support for US 

households before vaccines 

can be more widely distributed 

  

This development also means 

the US economy is likely to 

maintain its relative growth 

advantage 
 

Our views 
 

We remain constructive on 

US equities. Cyclical parts 

of the market can 

potentially benefit from 

these fresh measures 

 

This package significantly 

reduces the risk of fiscal 

policy under-delivery in the 

near term 

 

Overall, an overweight 

position in global equities 

makes sense, but we need 

to be realistic about what 

returns can be achieved  
 

US leaders strike a deal on USD900bn package 

US congressional leaders have reached an agreement on a USD900 billion economic relief 

package (around 4% of US GDP). The fiscal package would be the second largest in US 

history; only the USD2.2 trillion CARES 2.0 package that was passed in March this year has 

been larger. Both chambers of Congress are expected to pass the bill on Monday, before being 

signed by US President Trump.  

The agreement of further fiscal stimulus follows months of negotiations between Democrat and 

Republican lawmakers over the magnitude and composition of a fresh package, with 

contentious issues including business liability protections and aid to local and state 

governments having been excluded from this deal.   

Table 1: Summary of US fiscal measures  

Measure Description USD 

Small business assistance USD284bn in loans under the Paycheck Protection Program, 
USD20bn for businesses in low income communities and 
USD15bn for leisure and entertainment venues 

325bn 

Direct cash transfer USD600 rebate for individuals earning less than USD75,000 
(USD1,200 for couples; USD150,000) with an additional USD600 
per child 

166bn 

Unemployment benefits Unemployed individuals will receive an extra USD300 per week 
through March 14 

120bn 

Transportation aid Includes USD15bn for airlines and USD14bn for mass transit 45bn 

Vaccine rollout Includes USD20bn for the purchase of vaccines, USD9bn for 
vaccine distribution and USD22bn for testing and tracing Covid-
19 

69bn 

Education and childcare 
support 

Public schools will receive USD54bn and higher education will get 
USD23bn 

82bn 

Food, housing, tax breaks, 
internet and others 

Food assistance will total USD13bn, rental aid will amount to 
USD25bn and broadband expansion will cost USD7bn 

93bn 

Total 900bn 

Source: Bloomberg, FT, NY Times, Politico, HSBC Global Asset Management, as at 21 Dec 2020 

Important bridge of support before wider vaccine rollout 

The significant previous fiscal easing undertaken earlier this year has been a crucial component 

in supporting the US economic recovery since the pandemic erupted. In particular, measures 

that bolstered household income have contributed to a strong rebound in US consumer 

spending, which has also been important to many export-dependent economies globally.  

This new fiscal package comes at a crucial time, given US economic growth has started to slow 

more notably as the effect of previous fiscal stimulus efforts wane and a significant resurgence 

of virus cases has prompted renewed lockdown restrictions in some areas of the US. This is 

reflected in labour market data with new claims for unemployment assistance increasing in 

recent weeks.   

In this context, the package provides an important bridge of support for US households and 

businesses before the wider rollout of vaccines can help bring the pandemic under control.  

Investment implications 

 The immediate market reaction to news that a deal had been struck was fairly muted 

given recent progress in talks supported a bounce in risk assets last week. 

 We remain constructive on US equities. Significant tech and quality exposure remains 

a positive, while cyclical parts of the market can potentially benefit from these fresh 

measures -  the US economy likely to maintain a relative growth advantage.  

 In our Outlook for 2021 – The Restoration Economy, we highlighted the risk of fiscal 

policy under-delivery. This package significantly reduces this risk in the near term.  

 We maintain our view that an overweight position in global equities makes sense, 

although we need to be realistic about what medium-term investment returns can be 

achieved following this year’s strong performance. 

 We also acknowledge that shorter-term downside risks remain, mainly related to the 

pandemic (e.g. case dynamics, virus mutations and the speed of vaccine rollouts). 

This may undermine market performance following a recent run of good news. 
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