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History of Tax Hikes and Market Impact
Key Takeaways

• Despite the assumption many have that increas-
ing tax rates would sink stocks, historically, mar-
kets have generated positive returns in the wake of 
tax increases.
• Other economic factors, such as ongoing stimu-
lus and an accommodative Fed, can counterbalance 
the influence of higher taxes. In short, taxes matter, 
but not necessarily for their forecasting ability.

Last year, we visited the topic of higher taxes and 
the impact on markets during the election season. In 
2021, with various proposed tax increases to fund the 
American Jobs Act and the American Families Plan, 
we thought it might be a good time to revisit what we 
know so far and how markets have historically be-
haved after tax hikes.

Among the proposed taxes increases, are three key 

areas—corporate, personal and capital gains—have re-
ceived the most attention. The first proposal is to raise 
the corporate income tax rate from 21 percent to 28 
percent. The second proposal is to raise the top mar-
ginal tax rate to 39.6 percent on individuals earning 
$400,000 or more. Lastly, there is a proposal to apply 
ordinary income tax rates, including the proposed 
39.6 percent rate, to the capital gains of individuals 
with more than $1 million in taxable income¹.

This by no means is the full set of comprehensive tax 
proposals but highlights some of the key issues the 
markets have focused on recently. While the exact fate 
of each of these tax increases remains open to debate 
in Congress, as investors it may be worth taking a look 
at how past tax hikes have impacted markets.

The below chart by Fidelity looked at tax increases 
across corporate, personal, and capital gains, and the 
impact on the stock market as measured by the S&P 
500 index since 19502. The data analyzed by Fidelity 
looked at the calendar year of the tax changes, plus the 
year prior and the year after. Historically, large chang-
es in the tax landscape have been rare, occurring only 
10% of the time over the last 70 years. The last time 
there was an increase in the corporate, personal and 
capital gains tax all in the same year way in 1993 and 
yet the S&P 500 gained 7% that year. Another exam-
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ple is looking at the capital gains which went up 9% 
in 2013 and yet stocks rose 30% that year3.  The study 
also highlights that stocks rose 100% of the time when 
corporate taxes were raised. In summary, since 1950, 
there have been 13 instances of tax increases and the 
S&P 500 index had positive or flat returns 12 of the 13 
times despite the tax increases.

If this has left you scratching your head, the answer 
lies in understanding the bigger picture. Tax hikes 
don’t happen in a vacuum. These observations of the 
past are not meant to draw a conclusion that tax pol-
icies can’t have an impact on the market in the short 
term. They certainly can, but there are many other 
factors to consider as well. 

Tax increases are often accompanied with additional 
stimulus such as increased defense spending and ex-
panded government social programs as shown in the 
chart. These examples have acted as a counterbalance, 
making it difficult to predict the direction of stock 
markets. In 2021, there appears no shortage of stimu-
lus from low interest rates set by the Federal Reserve, 

additional government spending for individuals, and 
potential future spending on infrastructure. In short, 
taxes matter, but not necessarily for their forecasting 
ability.
1https://taxfoundation.org/biden-first-100-days-taxes/
2https://www.fidelity.com/learning-center/trading-investing/tax-hikes-history
3https://www.ubs.com/global/en/wealth-management/chief-investment-office/
market-insights/house-view/daily/2021/latest-23042021.html
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Americans keep putting money into their 
homes. And that's great news for Home Depot.

The retail giant reported sales and earnings for the 
first quarter Tuesday morning that topped forecasts. 
The rising price of lumber and other inflation pres-
sures have helped Home Depot (HD), whose stock has 
surged 20% so far this year.

"We continue to build on the momentum from our 
strategic investments and effectively manage the 
unprecedented demand for home improvement proj-
ects," Home Depot chairman and CEO Craig Menear 
said in a press release.

Rival Lowe's (LOW), which is set to release its latest 
earnings results Wednesday morning, is also benefit-
ing from this trend. Its shares are up 20% in 2021 as 
well. 

The housing market has remained robust throughout 
the Covid-19 pandemic. And while lumber shortages 
could put a temporary dent in new home construction, 
Home Depot is not worried.

Supply constraints may be temporary blip for 
housing

"The housing environment continues to remain very 
strong," Menear said on a conference call with ana-
lysts. "It's only strengthened, I think, from last year."
"The current shortage of new housing clearly is help-
ing to drive improvements in the home values, which 
is a good thing for spending in the home," he added.
Along those lines, the federal government also re-
ported Tuesday that housing starts in April fell nearly 
10% from March — although they're up sharply from a 
year ago. Building permits for new homes rose slight-
ly from March, too, and soared more than 60% from 
April 2020.

"This implies a significant pipeline of future projects 
which should continue to push starts higher in the 
months ahead," Jefferies economists Aneta Markows-
ka and Thomas Simons said in a report Tuesday. 

In other words, demand for housing is still strong, 
particularly as mortgage rates remain historically low 
thanks to below average long-term Treasury bond 
yields and the Federal Reserve holding short-term 
rates near zero.

"Builders are delaying starting new construction be-
cause of the marked increase in costs for lumber and 
other inputs," said Mike Fratantoni, senior vice pres-
ident and chief economist with the Mortgage Bankers 
Association, in a report Tuesday.

The housing market is still red hot despite  
lumber shortage
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He added that supply shortages for appliances are also 
putting a damper on new home building activity.
"These supply chain constraints are holding back a 
housing market that should otherwise be picking up 
speed, given the strong demand for buying fueled by 
an improving job market and low mortgage rates," 
Fratantoni said.

That means home sales could pick up again later in the 
year once some of these supply chain bottlenecks are 
ironed out.
 
Title: The housing market is still red hot despite lumber shortage
Source: https://www.cnn.com/2021/05/18/economy/housing-market-home-de-
pot-earnings/index.html
Author: Paul R. La Monica 
© 2021 Cable News Network.A Warner Media Company.All Rights Reserved.
CNN Sans ™ & © 2016 Cable News Network.

7 Tips for Those Within 10 Years of  
Retirement

If you're nearing the finish line, it's time to add 
these items to your to-do list so you'll be ready 
to retire.

On your marks, get set… RETIRE! If you are in your 
50s or 60s, you are probably about 10 years from re-
tirement (give or take). Maybe you are even just a year 
from retirement. Regardless of the exact timing, you 
are in the home stretch of a lifelong race to this excit-
ing time of your life.

The following are things to do now if you are 5–10 
years from retirement to improve your future. 

1. It Is Now or Never: Find More Money and 
Save It  
As a pre-retiree, this is your last chance to amass the 
savings you need to retire comfortably. You might be 
surprised by how much you can save when you are a 
few to 10 years from retirement.

Pre-retirees should use the motivation of their loom-
ing retirement date to buckle down and save as much 
as possible.

• Cut expenses.
• Bank all tax returns, raises, bonuses,  

 inheritances, or other surprise money.
• Consider a second job.
• Explore ways to create passive income.
• Save as much as possible. 

2. Max Out Catch-Up Contributions  
If being just 10 years from retirement is not enough 
incentive, know that pre-retirees get extra tax incen-
tives. The government encourages workers age 50 
and older to save more than younger employees by 
increasing the contribution limits to 401(k) and IRA 
accounts.

According to the IRS:
Anyone over 50 can add catch-up contributions up to 
$6,500 to their 401(k) savings. That is in addition to 
the $19,500 contribution limit. So the total you can 
contribute to these accounts in a given year is $26,000
For an IRA, the annual contribution limit is $6,000, 
or $7,000 if you’re age 50 or older. 

3. Don’t Rely on Just a 401(k) — Open an IRA 
Too (or Vice Versa)  
Did you know that you can max out your contribu-
tions in multiple kinds of retirement accounts? Go for 
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it! Can you set a goal of $33,000 if you are single or 
$66,000 if you are married?

After 50 you can put in $26,000 to your 401k and 
$7,000 into an IRA. Are you married? Double those 
amounts to save $66,000 in tax-advantaged accounts 
each year. But, your savings don’t need to stop there. 
If you can save more, go ahead and sock the money 
away in taxable savings. You will be happy to have the 
cash later. 

4. Get Rid of Debt 
Debt can be a problem for retirement. It is best to 
split from the masses and try hard to pay it off before 
you stop working. According to the Employee Benefit 
Research Institute (EBRI), 77% of families headed by 
people ages 55 and over have debt. And the average 
amount of debt is $108,011.

In retirement, your income is normally reduced to a 
fixed level, derived from Social Security, pensions, and 
other retirement savings that have been amassed over 
the years. A fixed income means that you will not have 
more money tomorrow to pay off the debt than you do 
today. You will simply be paying more interest — wast-
ing money every month you carry the debt. Being 5 to 
10 years from retirement means that you have time to 
tackle your debt. Now is the time! 

5. Budget: Inventory Current Spending and 
Project into the Future 
Predicting exactly how much you are going to spend in 
retirement can help you go a long way toward achiev-
ing financial security. And, the less you spend, the less 
you need to have saved. When budgeting your retire-
ment, consider that your costs will likely vary. Most 
people spend a little more when they first retire, less 
as they age, and a lot more as health declines. 

6. Plan for Out-of-Pocket Medical Costs and 
the Potential for a Long Term Care Need 
If you are somewhere around 10 years from retire-
ment, you really need to think carefully about your 
future healthcare costs. There are three categories of 
spending you need to consider:  

• Early Retirement Healthcare: If you retire be-
fore age 65, funding healthcare before you become 
eligible for Medicare can be expensive. Explore 9 
ways to cover healthcare for an early retirement.

• Medicare: You are sorely mistaken if you think 
Medicare will pay for everything. According to 
Fidelity, a 65-year-old couple retiring in 2021 will 
need an estimated $300,000 to cover health care 
costs in retirement. 

• Long Term Care: Not everyone will require long 
term care, but everyone needs a plan for how to 
pay for it if they do need it. Here are 10 alterna-
tives to long term care insurance. 

 
7. Maintain the “Right” Asset Allocation and 
Start Thinking About Income Planning 
Some experts recommend that your investments 
become more and more conservative the older you 
get. However, most advisers suggest that you try to at 
least earn returns that will enable you to keep up with 
inflation — or even get ahead.

The right asset allocation for you will depend on your 
goals, time horizon and overall financial profile. Ex-
plore simple ways to develop the best asset allocation 
strategy for you. However, beyond asset allocation and 
being concerned about your returns, now is the time to 
start thinking about retirement income planning. How 
are you going to turn your assets into income? 

Title: 15 Tips for Those Within 10 Years of Retirement
Source: https://www.moneytalksnews.com/slideshows/15-tips-for-those-within-
10-years-of-retirement/
Author:Kathleen Coxwell 
© 2021 Money Talks News. All Rights Reserved.
CNN Sans ™ & © 2016 Cable News Network.
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1. In a salad bowl, whisk together the lemon yogurt, honey, and lemon juice until smooth.
2. Gently fold in the watermelon balls, cantaloupe balls, and strawberries. Toss to coat, and serve. 

• 1 cup lemon yogurt
• 1 tablespoon honey
• 1 teaspoon lemon juice
• 2 cups watermelon balls
• 2 cups cantaloupe balls
• 2 cups halved fresh strawberries

SERVINGS: 6

Prep Time: 20 Minutes 

Strawberry-Melon  
Summer Salad

Sources: https://www.allrecipes.com/recipe/214986/strawberry-melon-summer-salad/ Produceforkids.com
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INGREDIENTS:

INSTRUCTIONS:
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The answers

Source: www.printmysudoku.com

June Special Days & Holidays 
(National Annuity Awareness Month)
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The Sudoku 
Section

20th- Father’s Day & 

First Day of Summer

26th- Celebrate your Marriage Day 

& Great American Picnic Day

28th- Insurance Awareness Day

30th- FAFSA deadline

1st- Global Day of Parents

5th- World Environment Day

12th- Red Rose Day

14th- Flag Day 

15th- Worldwide Day of Giving

18th- Go Fishing Day


