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Manchin and the reconciliation bill 

You have all seen the news articles by now.   The short version: Pelosi encouraged House Democrats to pass a bill that 
Manchin said all along he would not agree to.  One article referred to Pelosi “frog-marching House Democrats to the 
pot”.  Perhaps the White House thought that they would be able to change Manchin’s mind; in any case, it didn’t 
work.  Manchin made an offer to the White House recently with his own $1.8 trillion bill, which the White House 
rejected.  Instead, the White House attacked Manchin publicly yesterday with language usually reserved for people in 
the opposing party, which they might have deemed appropriate since Manchin made his final reservations known 
while being interviewed on Fox News.  The fallout: 

 It is still possible that the reconciliation bill gets resurrected.  Progressives in the House and Senate may have to 
choose between Manchin’s version of the bill or walking away with nothing.  Manchin’s version of the bill has 
not been disclosed but would still presumably include pre-K, a few hundred billion for climate change, Medicaid 
expansion, housing subsidies, higher education benefits and workforce training, and changes to Medicare drug 
price caps and price setting.  The big exclusions: paid leave, Medicare expansion, fully refundable child tax credits 
with no work requirement and some other items.   

 Even for the items that Manchin would include, he appears to want them scored from a budget perspective as if 
they are permanent rather than temporary.  He reportedly considers temporary spending programs that phase 
out as budget gimmicks given the likelihood that such programs may be made permanent at some point, in which 
case they would have a larger impact on the budget deficit.  Specifically: as passed by the House, the cost of the 
child tax credit, pre-K, health insurance subsidies and home & community based care would be $770 bn.  But if 
made permanent, their costs would rise to $3.0 trillion 

 Manchin also mentioned the need for changes in the way that climate spending is allocated, the importance of 
grid reliability, and mentioned California and Texas as examples of where the renewable transition is happening 
too fast for local energy markets to adapt to.  He might also have been thinking about the situation in Europe right 
now (see first chart).  Falling investment in thermal energy, unreliable supplies of Russian natural gas, a cold winter 
in Russia and Europe, lower than expected wind speeds, emergency repairs of French nuclear plants and rising 
CO2 permit prices have resulted in sky-rocketing electricity prices across Europe 

 Manchin also mentioned inflation concerns; headline CPI may rise further in the next few months before falling 
again, making passage of a large bill more difficult 

 In case no bill is resurrected, Goldman Sachs economists announced today that they would cut their US GDP 
growth forecasts by around 0.5% for 2022 given the front-loaded nature of the reconciliation bill spending 

 If no bill is passed, renewable energy stocks could be negatively affected, and it could be a moderate positive for 
biotech and pharma since the reconciliation bill included provisions to cap drug prices and allow Medicare to begin 
negotiating drug prices in 2025 for 10 older drugs with no generic competition; by 2030 this would rise to 100 
drugs.  While the corporate tax provisions in the bill would not be implemented, the TJCA would still be in force 
and would require companies in 2022 to start amortizing R&D and software development costs over 5 years, 
expenses which are now fully deductible in year 1.  Congress may somehow prevent this from happening, but it 
could take time in a no-bill scenario.  One more thing on taxes: if the reconciliation bill is not passed or is seriously 
altered, it is not clear how other countries would react regarding negotiations to establish a global minimum tax 
regime and their agreement to temporarily suspend digital service taxes on US tech firms, and the decision by the 
US to temporarily suspend imposition of tariffs in response. 

 The reconciliation (build back better) bill relied heavily on upfront spending offset by net tax increases and 
spending cuts in later years to be deemed deficit-neutral.  The fourth chart shows the reconciliation bill relative 
to the size of the infrastructure bill. 

 Some government relations people on Wall Street believe that Manchin is not operating alone and has implicit 
support from other members.  I’m not so sure. While Sinema has made her objections to corporate tax increases 
known, that’s about it.  Senators Hassan, Kelly and Masto also reportedly have some reservations about the House 
version of the bill, but as far as I can tell have not said much publicly indicating that they would not vote for it as 
it is written.  The bigger picture politically: if Democrats had won 52-54 seats in 2020 as they were projected to, 
Manchin’s objections could be ignored.  And if Republicans had been able to hold onto one or both Senate seats 
in the Georgia runoff as they were expected to, there would be no reconciliation bill to begin with. 
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 Manchin is one of the last remaining conservative Southern Democratic Senators.  The Southern Democratic 
Leadership Council was formed in 1985 in the wake of Mondale’s loss, and rose to prominence during the Clinton 
era.  As shown in the second chart, non-conformists in the Senate in both parties collapsed by the year 2000, and 
the Southern Democratic Leadership Council was disbanded in 2011 as the party became more progressive.  The 
third chart shows where Manchin and Sinema exist within a spatial polarization chart of the 116th Congress based 
on congressional voting histories. 
 

Have a good holiday and get your booster shot.   The last chart shows the substantial increase in vaccine efficacy from 
a booster shot against both Delta and Omicron variants.  Boosters increase the concentration of neutralizing 
antibodies and also appear to create antibodies targeting more parts of the virus than the first two shots.  Even if the 
booster shot does not prevent respiratory infection from Omicron, there are preliminary signs that it may prevent 
more serious pulmonary and neurological damage which puts people in the hospital. See our web portal Section 5 for 
more on the Omicron variant. 
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IMPORTANT INFORMATION  
This report uses rigorous security protocols for selected data sourced from Chase credit and debit card transactions to ensure all information is kept confidential 
and secure. All selected data is highly aggregated and all unique identifiable information, including names, account numbers, addresses, dates of birth, and Social 
Security Numbers, is removed from the data before the report’s author receives it. The data in this report is not representative of Chase’s overall credit and debit 
cardholder population. 
  
The views, opinions and estimates expressed herein constitute Michael Cembalest’s judgment based on current market conditions and are subject to change 
without notice. Information herein may differ from those expressed by other areas of J.P. Morgan. This information in no way constitutes J.P. Morgan Research 
and should not be treated as such.  

 
The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment in any jurisdiction, nor is it a commitment from J.P. 
Morgan or any of its subsidiaries to participate in any of the transactions mentioned herein. Any forecasts, figures, opinions or investment techniques and 
strategies set out are for information purposes only, based on certain assumptions and current market conditions and are subject to change without prior notice. 
All information presented herein is considered to be accurate at the time of production. This material does not contain sufficient information to support an 
investment decision and it should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, users should make an 
independent assessment of the legal, regulatory, tax, credit and accounting implications and determine, together with their own professional advisers, if any 
investment mentioned herein is believed to be suitable to their personal goals. Investors should ensure that they obtain all available relevant information before 
making any investment. It should be noted that investment involves risks, the value of investments and the income from them may fluctuate in accordance with 
market conditions and taxation agreements and investors may not get back the full amount invested. Both past performance and yields are not reliable indicators 
of current and future results. 

 
Non-affiliated entities mentioned are for informational purposes only and should not be construed as an endorsement or sponsorship of J.P. Morgan Chase & Co. 
or its affiliates. 

 
For J.P. Morgan Asset Management Clients:  
J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide.  
To the extent permitted by applicable law, we may record telephone calls and monitor electronic communications to comply with our legal and regulatory 
obligations and internal policies. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy policies 
at https://am.jpmorgan.com/global/privacy. 
ACCESSIBILITY 
For U.S. only: If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance. 
This communication is issued by the following entities:  
In the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan Alternative Asset Management, Inc., both regulated by the Securities and 
Exchange Commission; in Latin America, for intended recipients’ use only, by local J.P. Morgan entities, as the case may be.; in Canada, for institutional clients’ 
use only, by JPMorgan Asset Management (Canada) Inc., which is a registered Portfolio Manager and Exempt Market Dealer in all Canadian provinces and 
territories except the Yukon and is also registered as an Investment Fund Manager in British Columbia, Ontario, Quebec and Newfoundland and Labrador. In the 
United Kingdom, by JPMorgan Asset Management (UK) Limited, which is authorized and regulated by the Financial Conduct Authority; in other European 
jurisdictions, by JPMorgan Asset Management (Europe) S.à r.l. In Asia Pacific (“APAC”), by the following issuing entities and in the respective jurisdictions in which 
they are primarily regulated: JPMorgan Asset Management (Asia Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management Real Assets 
(Asia) Limited, each of which is regulated by the Securities and Futures Commission of Hong Kong; JPMorgan Asset Management (Singapore) Limited (Co. Reg. No. 
197601586K), which this advertisement or publication has not been reviewed by the Monetary Authority of Singapore; JPMorgan Asset Management (Taiwan) 
Limited; JPMorgan Asset Management (Japan) Limited, which is a member of the Investment Trusts Association, Japan, the Japan Investment Advisers Association, 
Type II Financial Instruments Firms Association and the Japan Securities Dealers Association and is regulated by the Financial Services Agency (registration number 
“Kanto Local Finance Bureau (Financial Instruments Firm) No. 330”); in Australia, to wholesale clients only as defined in section 761A and 761G of the Corporations 
Act 2001 (Commonwealth), by JPMorgan Asset Management (Australia) Limited (ABN 55143832080) (AFSL 376919). For all other markets in APAC, to intended 
recipients only. 
 

For J.P. Morgan Private Bank Clients:  
ACCESSIBILITY 
J.P. Morgan is committed to making our products and services accessible to meet the financial services needs of all our clients. Please direct any accessibility 
issues to the Private Bank Client Service Center at 1-866-265-1727. 
  
LEGAL ENTITY, BRAND & REGULATORY INFORMATION 
In the United States, bank deposit accounts and related services, such as checking, savings and bank lending, are offered by JPMorgan Chase Bank, N.A. Member 
FDIC.  
JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment products, which may include bank-managed investment accounts and 
custody, as part of its trust and fiduciary services. Other investment products and services, such as brokerage and advisory accounts, are offered through J.P. 
Morgan Securities LLC (“JPMS”), a member of FINRA and SIPC. Annuities are made available through Chase Insurance Agency, Inc. (CIA), a licensed insurance 
agency, doing business as Chase Insurance Agency Services, Inc. in Florida. JPMCB, JPMS and CIA are affiliated companies under the common control of JPM. 
Products not available in all states.  
In Luxembourg, this material is issued by J.P. Morgan Bank Luxembourg S.A. (JPMBL), with registered office at European Bank and Business Centre, 6 route de 
Treves, L-2633, Senningerberg, Luxembourg. R.C.S Luxembourg B10.958. Authorized and regulated by Commission de Surveillance du Secteur Financier (CSSF) 
and jointly supervised by the European Central Bank (ECB) and the CSSF. J.P. Morgan Bank Luxembourg S.A. is authorized as a credit institution in accordance with 
the Law of 5th April 1993. In the United Kingdom, this material is issued by J.P. Morgan Bank Luxembourg S.A., London Branch, registered office at 25 Bank 
Street, Canary Wharf, London E14 5JP. Authorised and regulated by Commission de Surveillance du Secteur Financier (CSSF) and jointly supervised by the European 
Central Bank (ECB) and the CSSF. Deemed authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited 
regulation by the Prudential Regulation Authority. Details of the Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a limited 
period while seeking full authorisation, are available on the Financial Conduct Authority’s website. In Spain, this material is distributed by J.P. Morgan Bank 
Luxembourg S.A., Sucursal en España, with registered office at Paseo de la Castellana, 31, 28046 Madrid, Spain. J.P. Morgan Bank Luxembourg S.A., Sucursal en 
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España is registered under number 1516 within the administrative registry of  the Bank of Spain and supervised by the Spanish Securities Market Commission 
(CNMV). In Germany, this material is distributed by J.P. Morgan Bank Luxembourg S.A., Frankfurt Branch, registered office at Taunustor 1 (TaunusTurm), 60310 
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this material is distributed by J.P. Morgan Bank Luxembourg, Copenhagen Br, filial af J.P. Morgan Bank Luxembourg S.A. with registered office at Kalvebod Brygge 
39-41, 1560 København V, Denmark. J.P. Morgan Bank Luxembourg, Copenhagen Br, filial af J.P. Morgan Bank Luxembourg S.A. is authorized  and regulated by 
Commission de Surveillance du Secteur Financier (CSSF) and jointly supervised by the European Central Bank (ECB) and the CSSF. J.P. Morgan Bank Luxembourg, 
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(Suisse) SA, which is regulated in Switzerland by the Swiss Financial Market Supervisory Authority (FINMA). 
In Hong Kong, this material is distributed by JPMCB, Hong Kong branch. JPMCB, Hong Kong branch is regulated by the Hong Kong Monetary Authority and the 
Securities and Futures Commission of Hong Kong. In Hong Kong, we will cease to use your personal data for our marketing purposes without charge if you so 
request. In Singapore, this material is distributed by JPMCB, Singapore branch. JPMCB, Singapore branch is regulated by the Monetary Authority of Singapore. 
Dealing and advisory services and discretionary investment management services are provided to you by JPMCB, Hong Kong/Singapore branch (as notified to 
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With respect to countries in Latin America, the distribution of this material may be restricted in certain jurisdictions. We may offer and/or sell to you securities or 
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of your home country. Such securities or instruments are offered and/or sold to you on a private basis only. Any communication by us to you regarding such 
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