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December 3, 2021 

Dear Client: 

 

The month of November will be remembered for the singular moment when the political partisan divide was 

overcome to pass the “Build Back Better” infrastructure bill. While the details remain to be worked out, the 

trillion-dollar tab is aimed at transportation, water, broadband, and energy -- needs that have been building for 

years and, in some instances, decades. The headlines heralded the jobs, economic growth, and other long-term 

benefits, and the stock market loved it. While there is nothing overtly negative about investing in what is, at its 

core, productivity improvements, the fact is, infrastructure spending generally takes years to get started and 

years to complete and is not something that promptly forces a change to expectations or investment position. 

 

There is an undeniable and desperate need to improve our national infrastructure, much of which was built 

when the population was half the size it is today. I have, for many, many years vocally lamented the 

“infrastructure envy” I feel every time I arrive home into JFK from Asia and drive back into the City. It is truly 

and genuinely depressing. But we have always understood that the hype of grand plans that demand substantial 

public funds never seem to materialize as advertised. The last national infrastructure stimulus bill -- 2009’s 

“American Recovery and Reinvestment Act” -- serves as a reminder that “shovel ready” is bumper sticker 

while front line results are decidedly suspect. According to the Brookings Institute, that package ($820 billion 

over ten years) saw just $150 billion spent on infrastructure, while the rest of the sausage was mysteriously 

allocated towards “relief for individuals and firms and budgetary support for state and local governments.” 

 

An act of congress this large and broad thus stimulates memories of cost overruns and political obstacles that 

have made it all but impossible to complete major infrastructure projects over many decades. It’s not hard to 

see this quickly morph into a gigantic money-grab: the ballooning costs, inflated contracts, backscratching, 

kickbacks, bribing, padded expense accounts, layers of consultants, permits, fees, environmental impact 

statements, lawsuits, lawyers, lobbyists, and other nefarious obstacles. Indeed, the BBB bill, as imagined, is 

three times larger than 2009, yet the lasting economic impact of the bill is still likely to be limited. Underneath 

the headlines, the BBB bill adds just $550 billion of new spending, likely spread out over at least five years. By 

comparison, nearly $6 trillion in stimulus checks were delivered directly to consumers in just sixteen months. 

According to Goldman Sachs estimates, the impact to GDP growth from the BBB investment will be just 0.2% 

in 2022, 0.3% in 2023 and, by the end of 2031, will fade to zero. 

 

We certainly need the investment and all the positives highlighted at the start -- but there is no evidence that 

this type of spending, stretched out over long time periods, has any impact on the business cycle. This isn’t an 

attempt to downplay the technology and industrial sectors of the stock market that will benefit the most. A few 

are already in the portfolio. It is, as we said, not significant enough to shift our view. The direct-to-consumer 

stimulus check phenomenon is behind us even as the debt mountain continues to grow.  Infrastructure spending 

has a long gestation period and will not alter the challenging economic outlook. So, while we welcome the 

long overdue political commitment to invest in our infrastructure, because of the long lag of implementing 

infrastructure spending, the passage of Build Back Better does not meaningfully impact -- positively or 

negatively -- our overall investment thesis, and we continue to see strong value creation from our portfolio 

companies. Wishing everyone happy holidays and a healthy start in the New Year. 

 

Regards, 

 
Adam S. Abelson 

Chief Investment Officer 

U.S. Large Cap Equity Strategy 
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